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LEGISLATIVE ASSEMBLY.
Wednesday, 23rd November, 1938.

" The Assembly met in the Assembly Chamber of the Council House
at Eleven of the Clock, Mr. Deputy President (Mr. Akhil Chandra Datta)
in the Chair.

MEMBER SWORN.

Mr. James Snelson Hardman, M.L.A. (Government of India: Nominated
Official).

STARRED QUESTIONS AND ANSWERS.
(@) ORAL ANSWERS.

REOBUITMENT TO THE INDIAN ABMY PEOM THE CENTRAL PROVINCOES AND
BERAR.

‘1408, *Mr, Govind V. Deshmukh: Will the Defence Secretary please
state:

(a) the centres in the Central Provinces and Berar for recruiting
men for the Indian Army;

(b) the classes from which such men are recruited;

(c) the proportion of the men from the Central Provinces and Berar
in the Army to the total strength of the Army, as well us
to the population of these Provinces; and

(d) the present policy of recruitment, and if it is going to be revised ;
if not, why not?

Mr. 0. M. @. Ogilvie: (u) There are no recruiting centres in the Central
¥rovinces or Berar. Men resident in the Centtal Provinces are in the area
of the Recruiting Officer, Delhi, and those of Berar in the area of the
Recruiting Officer, Poona.

(b) Mahrattas of Berar are recruited as a separate class. Other Hindus
and Mussalmans who are rec.rmt-ed from the Central Provinces and Berar
are classified as ‘‘Hindus’’ or ‘‘Mussalmans’’, and are not entered under
any class denomination.

-(¢) The proportion to the total strength of the army is ‘08 per cent. and
the proportion to the total male population of these provinces is 0004 per
cent

(@) There is at present no intention of revising the present policy the
reagons for which were stated in my reply to a supplementary question
arising out of Mr. Satysmurti's starred question No. 1060 on the 15th Bep-
tember, 1988, and in answer to part (a) of starred question No. 1086 asked
by Mian Ghulam Kadir Muhamnmad Shahban on the same date, and in the
reply of His Excellency the Commander-in-Chief to the debates in the
Council of Btate on the Honourable Mr, Busil Kumar Roy Chaudhury’s
Resolution regarding military training for Indians on the 21st I‘ebmar{-
1988, and on the Honourable Mr. P. N. Sapru’s Resolution on the recrui

pt of all classes to the Indian Army in April, 1085.

(3313 ) 2



3314 LEGISLATIVE ASSEMBLY. [28ep Nov. 1088,

Mr. Govind V. Deshmukh: May I know the prooedure by which men
in the Central Provinces are recruited at Delhi and men in Berar are
recruited at Poona? How is this procedure carried on?

Mr. 0. M. G. Ogilvie: If they are anxious to join the army, they pro-
ceed alther to Delhi or to Poona.

Mr. Govind V. Deshmukh: Are these places advertised and is any
propaganda carried on in the Central Provinces and Berar?

Mr. 0. M. @. Ogilvie: 1 presume they are perfectly well known, as the
arrangements have been in force for u very long time.

Mr. Govind V. Deshmukh: Can the Honourable Member inform me
what is the procedure, who carries on the propaganda and how?

Mr. 0. M. @. Ogilvie: I am not aware that any propaganda is carried
on, but anyone who wanted to join the army could find out from any.
official where the recruiting office which dealt with that area was.

: Mr. Govind V. Deshmukh: Is the recruitment annual or is it anly re-
aorted to only at the time when the war breaks out? fa

M, O. M. @. Ogilvie: No, the recruitment goes on in peace time.
There are quite a number of these persons in the army at present. In fact,
their proporf.ion to the total strength of the army is ‘08 per cent'..

Mr. Govind V. Deshmukh: Is the parcentage a fixed one or does it vary
accordlng to the circumstances then prevailing?

Ir 0. M. G. Ogllvie It might quite conceivably vary consldern.bly
is not fixed.

Mr. Brojendra Narayan Ohaudhury: Are the expenses of the journey
incurred by the candidates paid by Government?

Mr, 0. M. G. Ogilvie: They pay them themselves. o

Mr. N. M. Joshi: May I ask whether the policy regarding the recruit-
ment will form part of the investigation of the Chatfield Committes?

Mr. 0. M. @, Ogilvie: T must refer the Honourable Member to the
terms of reference of the Chatfield Committee.

‘Seth Govind Das: Are Government aware that in the Central Provinces
the aborigines, the Gonds, are the fittest race for militarv purposes and is
unything being done to recruit the Gonds of the Central Provinces? =

Mr. 0. M. @. Ogilvie: Gonds are not one of the classes enlisted.

Mr. S. Satyamurti: With reference to answer to clause (a) of the
question and the answer to the supplementary question of my Honourable
friend, Mr. Joshi, may I know whether, apart from the terms of referenee
which we have all read, the Honourable the Defence-Secretary:is-in -a posi- -
Len }o tell the House whether s;my evidence is being placed before the
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Chatfield Committee, either by the Department or by others, with regard
to the question of getting the best value for the money now being spent on
Indian defence, and whether in that category the present classes from
whom recruitment is made should be extended, or whether that question is
being examined by the Chatfield Committee with a view to getting the best
“walue for the money spent? '

Mr. 0. M. G. Ogilvie: We are getting the best value for the money

-wpent. The question of the extension or the alteration of the class¢s who

ars now enlisted in the army has nothing to do with the terms of reference
of the Chatfield Committee.

Mr, 8. Satyamurti: May I take it, therefore, that the question of re-
cruiting for the army from all provinces and communities i8 not a subject
of investigation by the Chatfield Committee ?

Mr. 0. M. G. Ogilvie: The Honourable Member could see it for himself
by reference to the published terme of reference.

Mr. 8. SBatyamurti: The published terms of reference include the best
value for the money being spent on the Indian defence forces. May I know,
therefore, whether the question whether the Government of India are get-
ting the best value of the money that they are spending is being investigated
by the Chatfield Committee as an expert Committee from their point of

Y
view ?

Mr. 0. M. @. Ogilvie: As far as I know, not. I cannot speak for. the
Chatfield Comnmittee but I should imagine that on a point of that sort
they would gladly accept an assurance by those who know.

Mr. Govind V. Deshmukh: Will Government increase the number of
. recruiting centres for the army in the Central Provinces and Berar so that
it may facilitate the increase in the army nf the men from these Provinces?

Mr, 0. M. @. Ogilvie: There is at present no idea of doing so.

Prof. N. G. Ranga: Why is it that the Government of India have never
thought it fit to make Jubbulpore or any other equally suitable place as one
of the recruiting centres for the Central Provinces?

Mr. 0. M. G. Ogilvie: The Honourable Member asked for certain in-
formation which I gave him. The reason, I suppose, why no further recruit-
ing ‘offices in Jubbulpore or elsewhere are opened is largely financial and
because the present arrangements are sufficient to cope with the limited
number of persons enlisted from those provinces.

. Mr, T. 8. Avinashilingam Ohettiar: May I ask whether the Government
have considered the claims put forward by the various provinces that they
should be given greater chances of joining the army?

ﬁ Mr. 0. M. G. Ogilvie: T submit that that does not arise from this ques-
on. '

Mr. T. 8. Avinashilingam Ohettiar: It does. The purpose of the.queg-
tion is only this that the Central Provinces and Berar do not get the proper
chanee of supplying recruits to the army. ' :

: A2



3318 LEGIBLATIVE ABSHMBLY, [28rD Nov. 1988.

Mr, 0. M. G. Ogilvie: I submit that this question refers only to the
Qcentral Provinces and Berar.

Prol. N. G. Ranga: Are we to understand that the military authorities
who are stationed at Jubbulpore are not competeut to examine these
would-be recruits and find out whether they will make good recruite or not?

Mr. 0. M. G. Ogilvie: No, it is not a legitimate assumption at all. ..'The
fact is that there is a recruiting office within measurable distance and that
is sufficient for these limited purposes.

Mr. 8. SBatyamurti: When was this policy of recruitment last laid down
by the Government of 1ndia, and when was it re-examined? ‘May I know
the reasons why Government do not propose to re-examine this policy of
recruitment, in view of the extraordinary claims made by the Punjab
Premier that he has got a dominant voice in the defence policy of the Gov-
ernment of India?

Mr, 0. M. G. Ogilvie: I submit that that does not arise. At least the
latter part of the Honourable Member’s question does not arise. As regards
the policy of recruitment, I have already given very full answers indeed,
and if the Honourable Member will look up the references here, he will see
the reasons stated categorically and in detail, o

Mr. 8. Satyamurti: I submit that the second part of my question does
arise. The question, you will see, in the oviginal form is:

m‘:’?he present policy of recruitment, and if it is going to be revised; if uot, why

My Honourable friend said that it was not going to be revised. I am
asking him to state the reasons why they do not propose to revise this
policy, in view of the extraordinary claim made by Bir Sikandar Hayat
Khan, the Punjab Premier, that he has got a dominant voice in the defence
and military policy of the Government of India.

Mr, 0. M. G. Ogilvis: 1 am afraid that I read this question of the
present. policy of recruitment as referring to the Central Provinces and
Berar.

SEOURITY DEMANDED FROM THE KBEPER OF THE PRRSS AND THE PUBLISHER
OY THE NAvJyOorI, AW AITMER Hinp1 WERELY.

1408. *Mr, Abdul Qaiyum: Will the Honourable the Home Member
‘slate:

(8) whether the Government of Ajmer-Merwara have demanded any
security from the keeper of the Press and the publisher of the
Navjyoti, an Ajmer Hindi Weekly;
(b) the amount of the security; and
(¢) the reasons therefor? -
The Honourable Mr. R. M, Maxwell: () Yes: Navjyoti is presumably
8 mistake for Navajoti. ' -
(b) Rs. 8,000.

%
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(e) For publishing remarks likely to bring into hatred and contempt the
Government established by law in British India.

Mr. Abdul Qaiyum: With reference to the answer to part (c) of the
guestion, may I know if it is a fact that the security was demanded because
there was an article written against the army recruiting Bill which wag re-
cently passed ?

The Honourable Mr. R. M. Maxwell: - No. I have not seen the whole
article, but that is not my impression.

Mr. Abdul Qaiyum: Then what were the reasons for demanding this
gecurity—it is a very wide term to say, in the interests. . . What were the
particular charges against this paper?

The Honourable Mr. R. M, Maxwell: The order requiring security speci-
fies the exact nature of the sentences to which objection is taken and it is
open to the paper from which security is demanded to approach the High
Court and show that the remarks were not of the nature which makes it
liable to security.

Mr. Abdul Qaiyum: Does the Honourable Member mean that this
demand for security had nothing to do with the army reeruiting Bill? That
is what I wanted to know.

The Honourable Mr. R. M, Maxwell: I have already said that I have

not seen the whole article, but that is not my impression.

APPOINTMENT OF A PEBRSON OF THE FINANCE DEPABRTMENT TO THE CEATFIELD
COMMITTER.

1404. *Mr, Abdul Qalyum: Will the Defence Secretary please state:

(a) whether any one belonging to the Finance Department of the
Government of India has been appointed on the Chasfield
Committee ;

(b) it not, the reasons therefor; and

(c) whether the Government of India were consulted about the
composition of the Chatfield Committee; if go, what was their
advice, and whether the same was accepted?

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

(b) The views f the Finance Department of the Government of India
wiil be placed. . . .

The Homourable Bir James Grigg: . . . . . have been placed. . . .

‘Mr. 0. M. G. Ogilvis: . . . . have been placed before the Committee,
but actual representation has not been considered necessary.

(c) The Government of Indis were informed of the proposed composition
of the Committee and were invited to nominate a representative.
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Mr. Abdul Qaiyum: With reference to the answer to part‘(aé of the
question, is it & fact that a Financial Adviser to the War Office in England
has been appointed to this Committee as Assistant Secretary?

Mr. 0. M. G. Ogilvie: There is an officer appointed as Assistant Seo:
retary, but he has nothing to do with the policy of the Committee.

Mr, Abdul Qaiyum: Was he on the staff of the War Office in Engla_n.d?

Mr, 0. M. G. Oglivie: 'fea.

Mr. Abdul Qaiyum: On the financial side?

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

Mr. Abdul Qaiyum: Then, what are his functions?

Mr. 0. M. G. Ogilvie: As Assistant Secretary. L

Mr. Abdul Qalyum: Was it not possible for the Government of Iﬁdin
to appoint a similar official from the Finance Department of the Govern-

ment of India?

Mr. 0. M. @. Ogilvie: It was not necessary.

Mr. Abdul Qaiyum: May I know if the initiative for the appointment
of this Committee was taken by the Government of Indin or by the Home
Government? '

Mr. 0. M. G. Ogilvie: By the Government of India. +

- Mr. Abdul Qaiyum:: Did the Government of India ask for & Committee
constituted as it is at present, excluding entirely the Indian element?

Mr. 0. M. G. Ogilvis: Not in the least. It was not the concern of the
(Fovernment of India to ask for the Committee to be conmstituted in any
purticular manner. It asked His Majesty's Government to send a Commit-
tee out here to investigate for themselves the problems of Indian defence.

Mr, Abdul Qaiyum: May I know the reasons why the Government of
India did not press the fact that Indians should be represented on that
Committee by Indian nationals? ,

Mr. 0. M. @. Ogilvie: I have already answered that question. 'The
reason is to be found in the terms of reference. ’

Mr, Abdul Qaiyum: - Ig it.not. a fact that the composition of the Com-
mittee indicates that this Committee will have a purely impérialigtic out-
look;—will look at things more from the imperial point of view than: from
the purely Indian point of view? < : : i

Mr. 0. M. @. Ogilvie: That, T a;jggest., is not & question but an insinua-
tion. ' ‘
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Mr. Abdul Qaiyum: Is it not s fact that officers who had something to
de with Iraq and other parts of the British Empire—people who are deal-
ing with the present rearmament policy in England, namely, the imperial
policy, have been appointed to this Committee to the utter exclusion of any
Indians?

. Mr. 0. M. @ Ogilvie: Persons were appointed to this Committee who,
i {he opinion of His Majesty's Government, were best qualified to advise
them: and as regards the technical side of Indian defence, we have our cwn
representative.

Mr. Abdul Qaiyum: Did the Government of India, after the Committee
was constituted, protest against the exclusion of Indians from this Com-
mittee ?

Mr. 0. M. G. Ogilvie: No.
Mr. Abdul Qaiyum: They simply acquiesced in it?
Mr, 0. M. G, Ogilvie: Certainly.

_ Sardar Sant Singh: If the Government of India asked for the appoint-
ment of this Committee, may I know what was there to prevent the Gov-
‘ernment of India from appointing a Committee by themselves without con-
sultation with His Majesty's Government?

Mr. 0. M. @. Ogilvie: The Government of India oan appoint any
‘Committee they like, even hundreds of them; _but in this case they msked
Hig Majesty’s Government to appoint a Committee.

Sardar Sant Singh: What was the reason for asking His Majesty’s Gov-
ernment to appoint a Committee ?

Mr. 0. M. @, Ogilvie: T think that matter ought to h;zwe been fullf
clllear from the speech of the Honourable Member for Finance on Beptember
the 13th. '

Mr. 8. Batyamurti: May I ask for some elucidation of the answers with
regard to the relationship of the Finance Department of the Government of
India to this Committee? I thought that my Honoursble friend said,
"‘views'', ‘‘representations’’, and so on.. May I know if this Committee is
acting in concert with the Finance Department of the Government of India
so far as the financial side of this enquiry is concerned, or does the Finance
Department only appear as a supplicant or as a witness?

Mr. 0. M. G. Ogilvie: The views of the Finance Department of the

Government of India have been placed fully before this Committee. More
than that, I cannot say. : ' :
Mr. 8. Satymurtl: I want to know whether they wers placed merely
in the.position of witnesses appearing before them, or it was a case of the
members of the Committee meeting my Honourable friend, the Finance
Member, and his Becretary and discussing with them the whole question
and trying to see the point of view of the Finance Department of the
‘Government of India.
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Mr, 0. M. G. Oglivie: I do not propose to disclose the exact methods
by which the Committee works, and I must limit myself to stating—and
I hope my Honourable friend will be satisfied with that—that the views
of the Finance Department have been fully placed before the Committes.

Mr. 8. Satyamurti: May 1 know if the Honourable the Finance Mem-
ber had any discussion with that Committee or he appeared only as a wit-
ness before it ?

Mr. 0. M. @. Ogilvie: The Honourable Member had better address
any questions he wishes to ask on that matter to the Honourable the
Finnace Member.

Mr. 8. Satyamurti: 1 am doing that.

The Honourable Sir James @Grigg: I am not surs I can distinguish the
two functions, but I can repeat the Defence Becretary’s assurance that
the views of the Finance Department of the Government of India have
been placed fully before the Committee.

Mr. Manu Subedar: May I know whether thess views of the Finance
Department of the Government of India which bave been placed before the
Committee will be made avsilable to the Leaders of Parties in this
“Hbuse ?

The Honourable Sir James Grigg: No.
Mr. Manu Subedsr: Why not?
The Honourable Sir James Grigg: Because the enquiry is confidential.

Mr. Abdul Qaiyum: Is the mere fact that any talk took place between
tbe Finance Member and the Committee also confidential ?

The Honourable 8ir James @rigg: T cannot hear the Honourable Mem-
ber and so I cannot answer.

Mr. Deputy President (Mr. Akhil Chandra Datta): Next question.

SAVINGS DUE TO THE TRANSFER OF CRRTAIN BRITISH TROOPS OUT OF THE
INDIAN ESTABLISHMENT.

1405. *Mr. Abdul Qaiyum: Will the Defence Secretary please state:
(8) the number of British troops in India before the transfer of the
four British battalions to the Imperial establishment;
(b) their number after such transfer;

(c) whether this transfer is likely to result in some relief to the
Indian budgét; and _ o
(d) if so, the amount thereof, both immediate and prospective?

Mr. 0. M. G. Ogiivie: (a) 47,692.
(b) 44,799.
(c) Yes.



STARRED QUEBTIONS AND ANSWERS. 8823

d) It will reduce the cost of British troops borne by Indian revenusés
by 25 lakhs in the current year and by 78 lakhs in subsequent years.
There will also be an ultimate saving in non-effective charges.

Mr. Abdul Qaiyum: In view of this happy result that there is some
reduction, will the Government of India pursue the subject by reducing
the British troops still further?

Mr, 0. M. @. Ogilvie: I do not see that it arises in any way from this
question.
Mr. Abdul Qaiyum: It arises from the last part of this question and

also from parl; (a). It is, after all, economy which is the object. (After
a8 pause) I want an answer—"‘both immediate and prospective’’.

Mr. C. M. @. Ogilvie: The question, which presumably was framed by
the Honourable Member himself, clearly relates to the four British batta-
lions mentioned 'in part (a).

Mr. Deputy President (Mr. Akhil Chandra Datta): Does the Honourable -
Member (Mr. Abdul Qaiyum) insist upon an answer to his question?

Mr. Abdul Qatyum: I do, but I am really surprised that there is some
sort of co-operation between all the Members sitting on the front Benches
dpposite, not to give any information.

‘Mr, Deputy President (Mr. Akhil Chandra Datta): Then, -next
question,

PooL oF OPPFICERS POR THE FINANCE DEPARTMENT.

1406. *Mr. T. S. Avinashilingam Ohettiar: Will the Honourable the-
Finance Member state:

(a) whether they have come to a conclusion over the establishment
of the pool of officers for the Finance Department;

(b) if so, what are the particulars of that arrangement;

(¢) whether persons have been selected for the pool; if so, how
many of them belong to the Indian Civil Service, and how
. many to the Indian Audit Service; and
(d) of the Indian Civil Service men, how many are Indians and
how many non-Indians?

The Honourable 8ir James @rigg: (a) to (d). The attention of the:
Honourable Member is invited to the replies given by me to starred ques-
tions Nos. 112 and 229 respectively asked by Mr. K. Santhanam and
?&% Govind Das in the Legislative Assembly on the 10th and 16th August,

~ 'Mr. T. 8. Avinashilingam Ohettiar: The Honourable Member gave mo-
hformation on that subject then.

The Homourable Sir James Grigg: T think that is a slight exaggeration
but if the Honourable Member will look up the reply, he will find that.
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‘a comprehensive Resolution will be published on the subject shortly.
That is the position still only the period has become shorter now. .

Mr. 8. Satyamurti: Does the Honourable Member hope to psaﬁ-ﬁn;l
orders on this scheme, before he takes leave of us?

The Honourable Sir James Grigg: I hope so, Sir.

Mr. T. S. Avinashilingam Ohettiar: May I know whethier the proportion
&f‘ eian.;iian Audit Bervice and that of the Indian Civil Servicephal.anm been -

The Honourable Sir James Grigg: That was dealt with in the. answers
to which I have referred. '

SurPLY OF SERVICE RirLEs 10 EcHOOLS IN INDLA. - ... .

. 1407, *Mr, Govind V. Deshmukh: (a) Will the Defence Secretary
‘please state if there are any schools in India, apart from military ‘schools
maintained by Government, to which service rifles are supplied by Govern-
ment, free of cost? What are the names of those schools gnd where are
‘they situated ? i L '

(b) Are those schools exemrpted from rules requiring licences under the
Arms Act? If sc, on what grounds?
2= -{c) Do Government propose to grant similar exemptions from obtaining
licences under the Arms Act to: R

(i) Government or Government-aided schools, and
(ii) other schools? If not, why not?

Mr, 0. M. G. Ogilvie: (a) and (b). I refer the Honourable Mamber to
the information laid on the table on September 5th, 1988, in answer to
question No. 106 asked in the Council of Btate by the Honourable Mr.
V. V. Kalikar on the 21st February, 1988.

~ (e) No, as exemption depends on the formation of a cadet company
-of the Auxiliary Force, India, or Indian Territorial Force.

. Mr, Govind V, Deshmukh: Are these exemptions confined exclusively
“to schools for Anglo-Indians and Europeans? :

., Mr. 0. M. G Ogllvie: I think so, Bir.

. Mr, T. 8. Avinashilingam Ohettiar: May I know why these éxemptio.n-i_s
have been given only to schools for Anglo-Indians or.Europeans 2 .

Mr. 0. M. @. Ogilvie: It is not because the schools are those to which
Anglo-Indians and’ Europeuns only are ‘admitted: --It-is because--those
schools happen to be suitable schools for the formation: of the cadet corps,
a8 the age of a large proportion of the boys thereat is between 16 and 18
and because they are situated in places where there is & unit of the Auxi-
lim FOI‘OB, Indiﬂ. oo HEL P FUS Tt e
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Mr. T. 8. Avinashilingam Chettiar: May I know whether these .two
are the only conditions which have to be fulfilled for any school to get
this exemption ?

Mr, 0. M. @G. Ogilvie: There are some more.
Mr, Govind V. Deshmukh: What are they? '

M. 0. M, G. Ogilvie: One is that there should be an armoury properly
guarded where the rifles which are supplied by Government can be kept.
Another is that there should be members of the staff who are suitable to be
granted commissions in the Auxiliary Force. India, or the Indian Territorial
Force.

Mr. T. 8. Avinashilingam Ohettiar: May I know if Government will
give these exemptions to Indian schools which gatisfy these conditions?

Mr. 0. M. @. Ogllvie: 8o far, to the best of my knowledge, there has
been no application from anmy Indian school for a ‘cadet company but if
an application is made and if the conditions are fulfilled I can assure the
Honourable Member that it will be considered sympathetically.

Mr, Abdul Qaiyum: May I know whether this ‘grant of exemptions to

Anglo-Indian and European schools only is the result of an accident or is
it based on some design ?

Mr. C. M. G. Ogilvie: I have already fully explained the poaition.

Mr. Abdul Qaiyum: How does this fit in with the declared policy that
the defence of India shall be the increasing concern of the Indian people ?

Mr, 0. M. @. Ogilvie: T submit that this does not in any way conflict
with that declaration.

Mr. P. R. Damzen: May I know what are the names of these schools
and where they am mtuat.ed?

Mr. 0. M, @. Ogilvie: There is a long list. They are situated in places
like Mussoorie, Lucknow, Allahabad, Calcutta and other places.

Mr, P. R. Damzen: Is it not a fact that these schools have been res-
tricted to Lucknow ?

Mr. O. M. G. Oglivie: Not that I know. of.

Mr, Abdul Qaiyum: Is it not a fact that Indians are not eligible for .the
Auxiliary Force in India?
fi

Mr. 0. M. @. Ogllvie: That is so.
Mr. Abdul Qaiyum: Ts this not racial -discrimination? .

Mr. 0. M. G. Ogilvie: No. It is for the same reason for which non-
Indians are not eligible to the Indian Territorial Force.
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Mr. Abdul Qaiyum: Why is it called Indian Territorial Force and not
an additional army of oocupation? ;

Mr. 0. M. @. Ogllvie: T really cannot understand what the Honourable
Member is getting at in thet question.

Mr. Abdul Qalyum: Sir, 1 object to that.

REPRESENTATIONS RE DESIRABILITY OF RIDUOING THR® EX0HANGE RATO.

1408. *Mr. T. 8. Avinashilingam Chettlar: Will the H -
Finance Member state: . Honourable ﬂ”
(8) whether he has received representations from any Provineisl
Government about the desirability of reducing the exchange

(b) if ‘80, from which Provinces; and
(¢) whether the Honourable the Finance Member hes considered
these representations, and if so, what is the result of the
consideration ? B

The Honourable Sir James Grigg: (a), (b) and (c). I have nothing to
add to my previous replies on this subject.

‘Mr. T. 8. Avinashilingam Ohettiar: May I know what is the answer to
elause (o) ? '

The Honourable Sir James Grigg: I have nothing to add to my pre-
vious replies.

Mr. T. 8. Avinashilingam Ohettiar: May I know whether the Finance
Member has considered the representations made by the provinces?

The Honourable Bir James Grigg: 1 am very sorry but [ cannot add to
the extremely comprehensive reply I have given.

Prot. N. G. Ranga: Is it a fact that the Government of Indin keép
this particular question of exchange ratio under their constant consideration
in order to see whether there is any need for a change either for the worse
or the better or are they still adamant about it and made up their mind just
as the Honoursble the Finance Member seems to have made up his mind
when he was at Curmnbridge?

The Honourable Sir James QGrigg: I certainly have no intention of
making any change for the worse.

BrITISE CONTRIBUTION TO THE COST OF THE INDIAN MILITARY ESTABLISHMENT.

1409. *Mr. T. 8. Avinashilingam Ohettiar: Will the Defence Secretary
state:

(a) whether the Honourable the Finance Member’s statement on
the 18th September, 1988, is the fina] settlement in' the nego-
tiations with His Majesty’s Government over the matter of
the British contribution to the cost of. the Indian military
establishment;
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(b) if not, whether further negotiations are taking place; and
(o) if 8o, with reference to which matters ?

Mr. 0. M, @. Ogilvie: (a) No.
(b) Not at present.
(¢) Does not arise.

Mr. T. 8. Avinashilingam Ohettiar: May I know whether the Indian

‘Government have put forward their claims in this matter before the Chastfield
Committee ?

Mr. 0. M, @ Ogilvie: I do not think that arises from this question
which deals with the settlement with His Majesty's Government.

Mr. T. 8. Avinashilingam Chettiar: It does arise, because the announce-
ment of the Finance Member was coupled with the announcement of

the Chatfield Committee and they said that this matter will be gone
into ?

Mr. 0. M. @. Ogilvie: I cannot add to my answer.

Mr. B. Batyamurti: With refersnoce to the answer to part (b), may T
know whether the suspension or stoppage of these negotiations is due to
the fact that the Government of India want to wait and see the results
of the investigation by the Chatfield Committee ?

Mr. 0. M. G. Ogilvle: Certainly. The Honourable Member is quite
correct.

Mr, Manu Subedar: Have Government communicated to the Chatfield
Committee the views of the Indian public as conveyed in all parts of this

“House that the whole cost of British troops in India should be taken over
by the English treasury?

Mr. C. M. G, Ogilvie: I have already replied to that question on the
15th. I can, however, inform the Honourable Member that the information

“which he thinks should be given could have been given probably better
by other gentleamen here.

APPRALBS AGAINST TRE OBDERS OF INOOME-TAX OQBFICRRS.

1410. *Mr, T. 8. Avinashilingam Ohettiar: Will the Honourable the
Finance Member state:

(8) how many appeals were preferred in the last financial year
against the orders of Income-tax Officers;:

(b) how many of them have been allowed; and
(c) how do they compare with figures for the same matter in Great

Britain ?
‘The Honourable Sir James Grigg: (a) and (b):
“Number of appeals filed . . . . N 27,549
Number disposed of including arrears in the preceding year 25,853
Number successful including partially succeesful 13,578

(c) Government have ne information.
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Mr. T. 8. Avinashilingam Ohettiar: In view of the fact that such a
large number of appeals have been allowed, is it not true that the income-
tax officers are doing their work morse rigorously than they ought to do?

The Honourable 8ir James Grigg: I think that a large number of these
18,000 odd successful appeals cover only very small amounts and I do not
think that we can draw from this any conclurion about ‘the working of the
department, because the appellate offices are empowered to.deal with
questions of fact also and often later information on questions of fact proves
favourable to assessees.

Mr. K, Santhanam: May I know, Sir, the total number of suaoeuful
appeals by the assessees?

The Honourable Sir James Grigg: 1 expect the Honourable Member
ocan do arithmetic quite as well as I can.

Mr. K. Santhanam: T did not ask for the total number of appeals filed,
but, the total number of successful appeals.

The Honourable Sir James @rigg: I must have notice of that.

Mr. M. Ananthasayanam Ayyangar: How many of these appeals ware
dmpoeed of during the year?

The Honourable Sir James Grigg: I have given the number MB&
The nymber disposed of including arrears in the preceding year was 26.858
'T cannot make it any more explicit than that.

STATIONING OF ADEQUATE FORCBS ON THE EAST COAST OF INDIA.

1411, *Beth Goﬂnd Das: Will the Defence Bacretary be pleased to
state:

(8), whether it is & fact that the entire coast. between Calcutte and

. Madras is at present unguarded by military forces; =

(b) whether it is proposed by Government to have a garrison on tho
east coast of the country for the defence of the country from
the Far East;

(c) whether he proposes considering the advisability of stationimg
adequate forces in some place between Madras and Calcutta
on the coast for immediate defence;

- (d) whether Government have considered the question of stationing
forces on the east coast by shifting some from other parts of
the country where.they may be less needed, and without
incurring & recurring annual expenditure; and

(e) whether he proposes doing 8o soon; if not, whether he will men-
tion his difficulties to that effect?

Mr. 0. M. @. Ogilvie: (a) to (¢). The Government of India have the
defence of India, including the defence of the East coast, continually in view
and will take such steps as may be considered necessarv for its defence in
nceordance with the requirements of the situation and the nature and scale
of the possible danger as it may appear to them, from time to time.
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. Seth Govind Das: Will the Government of India consult the Provincial.
Governments in this matter?

Mr. 0. M. G. Ogllvie: No.

Mr. Abdul Qalyum: In view of the special position and unguarded
nature of the East Coast, may I know if the Government of India will
remove all troops from the Frontier Province and dump them on the East
-Coast?

Mr. 0. M. @. Ogilvie: 8o far no proposal has been received by the
Government of India.

Prof. N. G. Ranga: Are we to understand that any further strengthen-
ing of the East Coast by the shifting of the military forces from other areas
to that coast will be carried out without any further expenditure to the:
Fndian exchequer?

Mr. 0. M. @. Ogilvie: 1 capnot add anything more to what 1 have
already said in my answer.

Mr. Manu Subedar: The Honourable Member said that Government will
take proper and adequate steps in this matter. May I inquire whether
when such steps are taken, if Government would give the information to,
the Provincial Governments and also to this House.

Mr. 0. M. G. Ogilvie: I cannot add to the description of this matter
any more than what I have already said in reply to this question.

Mr. Manu Subedar: Do Government propose to assuage public opiﬂion?"

‘' Mr, O, M. @. Ogilvie: Government are not aware in the least that it is
nocessary to assuage public opinion. Government are not aware of any
neeesslty for assuagement of public opinion.

* Mr. K. Santhanam: Have Government taken steps to discourage insur-
ance companies and others from erecting any tall buildings in the coastal
towns?

‘Mr. 0. M, @, Ogilvie: T am afraid, in answer to a supplementary
.question, I am not competent to discuss the height of the buildings in
coustal towns.

Mr. 8. Satyamurti: May I know the reason why the Government of
India do not propose to consult the Provincial Governments with respect to
these important matters, in which prima facie they are also interested ?

Mr. 0. M. G. Ogilvie: No, 8ir; the defence policy is not a matter upon
which. the Government of India consult the Provincial Governments.

Mr. 8. Satyamurti: Do thev consult the Punjab Government alone, wlfsh
regard to the defence policy of the Government of India?
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on M. G. Ogilvie: I have already informed the Homoursble Member
that this is a matter upon which the Government of India do not consuls.
Provincial Governments, and there are no exceptions to this rule.

Mr. 8. Satyamurti: Not even the Punjab Government?
Mr. 0. M. G. Ogilvie: There are no exceptions.

Mr. 8. Satyamurti: Not even Bir Sikander Hayat Khan?
Mr. 0. M. G. Ogilvie: There are no exceptions.

Prof. N. G. Ranga: Have Government received any representations
from the east coast people expressing apprehensions of any attack on their
towns and villages because there are no troops there?

Mr. 0. M. G. Ogllvie: Government have received no such represenh'r-.
tion. The people of the east coast are apparently quite happy and
-contented.

Mr. M. Thirumala Rao: Do Government remember the experience of
the “Emden’’ when she visited the East Coast during the Great War.

Mr. 0. M. @. Ogilvie: Government is aware that the ““Emden’’ did visit
Madras during the Great War. '

Issur or Nxw Coins.

1412. *Seth Govind Das: Will the Honoursble the Finance Member
be pleased to state: ' .

(a) whether the new coins, under the Indian Coinage Act, 1908,
bearing the Crown effigy of His Majesty, King Geoxga VI; and
the inseription ‘‘George VI King Emperor'’, have

. issued; o ' )

(b) when they were issued;

(c) whether it is a fact that all silver coins under the Act shall
bear on the reverse the word ‘‘India’’ the year of coinage,
and the designation of the coin above in English and below in
Persian; _ _ _

(d) whether it ie a fact. that all nickel pieces coined under the Act
shall bear, or do bear, on the reverse their designations in
English, Urdu, Nagri, Bengali and Telegu;

{e) the reason for discriminating between the silver coins of higher
value and nickel or bronze coins by not including the designa:
tion in other languages; and '

(f) the reason for making on silver coins the designation in Persian

: particularly ?

The Homourable Bir James Grigg: (a) and (b). They will be issued as
and when required.
(c) and (d). Yes.
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(e) and (f). I would refer the Honourable Member to the speech made
on behalf of Government in the Council of State on a Rerolution regarding
inseriptions on coinage on the 26th February, 1986.

LocATION OF THE INDIAN STORES DEFARTMENT.

1418. *Mr, 0, N. Muthuranga Mudaliar: Will the Honourable the Home
Member please state:

(a) whether it is a fact that, in or about April, 1888, it was decided
to take up to Simla only a portion of the Indian Stores De-
partment for the summer of 1988;

(b) whether it is a fact that it was also decided then that for the
summer of 1989, the entire staff of the Indian Stores Depart-
ment should be kept down permanently in New Delhi; and

(¢) whether it is a fact that the decision referred to in part (b) sbove
has since been countermanded; if so, why?

The Honourable Mr. R. M. Maxwell:! (a) Yes.
(b) Yes, with the exception of a small camp office.

(c) In view of the possibility of the outbreak of war which seemed
imnmiinent in September last it was decided that the Indian Stores Depart-
ment should move to Simla during 19389 to be in close proximity to the
Government of India for the efficient discharge of its duties in connection
with the supply of materials required for the prosecution of war. The
Industrial Research Bureau which was not involved is to remain in Delhi
as originally decided. '

Mr. K, Santhanam: May I know if Government have reconsidered $heir
decision as the war danger is now dispelled?

The Honourable Mr. R. M. Maxwell: It is not possible to say in the
present European situation how far the war danger has receded, but at
any rate arrangements have to be made a long time in advance before the
end of the Simla season for the next season's accommodation.

Mr. 8. Satyamurti: Does the Honourable Member mean that it is too
late for them now to change their decision to retain the Indian Stores De-
partment in Delhi throughout the next year, because they have already
made arrangements for accommodation in Simla?

The Honourable Mr. R. M. Maxwell: It is too late, I think, to change-
the decision now. .
-

Mr. 0. N. Muthuranga Mudaliar: May 1 take it that the Government
have revised their policy of progressively stopping the exodus to Simla?

The Honourable Mr. R. M, Maxwell: No, Sir, their polic; still stands,
as far as I know, '

B
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EFFECT GIVEN TO THE RECOMMENDATIONS OF THE WHEBLEE AND MAXWELL
R COMMITTERS. ‘ ‘

1414. *Mr. 0. N. Muthuranga Mudaliar: Will the Honourable the Home
Member please state:

(8) which recommendations of the Wheeler and Maxwell Comnittees
have been given effect to o fir; v

(b) whether it is proposed to abolish the second division in the Goy-
ernment of India Secretariat and attached offices, and if so,
.in what manner it is proposed to do so; and

(¢) “’]lﬁlll(‘:l'.:l number of posts of Under '‘Secretarien or Assistant. Sec-
retaries is proposed to be created in the various Secretariats
and, if 8o, whether any have been created or filled in so far ?

The ﬂonomble Mr. R. M. Maxwell: (1) The Honoursble Member is
referred to the reply given to parts (a) and (b) of his starred question No.
870 on the 18th February, 1888.

(b) Yes, so fur as the Secretarint Offices are concerned. The manner in

which effect is to be given to this decision and the question of extending it
to the attached offices are still under consideration.

(c) Posts of Under Secretary are being created gradually according to
‘the requirements of Departments. '

., Mr. C. N. Muthuranga Mudaliar: May 1 know if the posts of Under
Secretaries which have been filled up are by Indians or Europeans?

The Honourable Mr. R. M. Maxwell: By either, Sir.

Mr. S. Satyamurti: May L know if Government have considered the
question of recruiting for their own staff, instead of depending on the Pro-
vincial Governments which really means that both - Governments get the
worst as occasion arises? The Provincial Governments send you the worst
and you send your worst men to the Provincial Governments. May 1
know - whether the Government of India will consider the question of re-
cruiting their own services directly?

The Honourable Mr. R. M. Maxwell: That question is not under consi-
‘deration at present so long as the material available in the provinces is
sufficient.

Mr. 8. Batyamurti: Have Government satisfied themselves, apart from
the question of quantity or number, with regard to the quality of the men
they get, for their higher services, especially the Under Becretaries, and so
on? ’

The Honourable Mr. R. M. Maxwell: Yes, Sir, they are well satisfied
with the quality.

.Ir. 8. Satyamurti: We are not.
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-t

RECONSTITUTION OF DEPARTMENTS OF THE (GOVERNMENT OF INDI1A.

1415, *Mr, 0. N. Muthuranga Mudaliar: Will the Honourable the Home
Member please state, with reference to the answer to question No. 373 on
the 22nd August, 1988, whether the matter of reconstitution of the depart-
ments is still under consideration, and, if so, when Government expéct to
arrive at a decision?

The Honourable Mr. R. M. Maxwell: The matter is still under consi-

deration and I am not in a position at present to say when a final decision
will be arrived at.

GORDON SINCLAIR, WHITER OF AN ARTICLE REGARDING LOVE PARADES IN THE
ANDAMANS.

1416. *Mr, C. N. Muthuranga Mudaliar: Will the Honourable the
Home Member please state, with reference to question No. 832, answered
on the 7th September, 1988, regarding one Gordon Binclair, writer of an
article regarding l.ove Pprades in the Andamans, whether any report has
been received from the Chief Commissioner of the Andamans and whether

he will place the same on the table of the House together with the Govern-
ment’s opinion thereon?

The Honourable Mr. R. M. Maxwell: A report was received from the
Chief Commissioner and information was laid on the table of the House
on the 10th November with reference to my reply to Mr. Chaudhury’s
starred question No. 484 of the 25th August, 1938.

VAOANCIES LEFT UNVILLED IN OERTAIN DEPARTMENTS OF THE GOVERNMENT
oF INDIA.

1417, *Mr. 0. N. Muthuranga Mudaliar: - Will the Honourable the
Finance Member be pleased to state whether any vacancies have arisen
and, if so, how many, in the undermentioned departments during the
course of the year (fmm 1st January, 1988), which have been left unfilled
so far in the cadres of clerks, Assistants, Superintendents and Assistant
Secretaries and also the number of Assistant Secretaries or Under Secre-
taries who have been appointed to newlyv created posts from 1st January
1088: _

(1) Finance Department,

(2) External Affairs Department,

(8) Political Department,

(4) Commerce Department and Industries Department,
(5) Home Department,

(6) Communications Department,

(7) Education, Health and Lands Department,

(8) Defence Department,

(9) Legislative Department?

The Honourable Sir James Grigg: I lay on the table of the House a
statement giving the required mformut.:on

B 2
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MiLiTARY FORTIFIOATIONS ON TIBETAN FRONTILR.

1418, *Mr. Badri Dutt Pande: (a) With reference to the statement of
Reuter dated Tokio, the 8th November, 1938, published in the Hindustan
Times of the 9th November, 1988, page 1, that the military objectives of
Japan are the extension of zone of hostilities up to the Tibetan border, is
the Defence Becretary aware of the fact that Kumaon and Assam are the
two Provinces that touch the Tibetan border?

(b) Is it a fact that there are no military fortifications or protections
on those borders? \
(¢) Is it the intention of Government to fortify those frontiers?

Mr, 0. M. @. Ogilvie: (a) Government have seen the statement.
Kumaon and Assam are on the Indo-Tibetan border and not on the Chinese-

Tibetan border.
(b) Yes.
(c¢) No.
Mr. Badrl Dutt Pande: In view of the rumours during the wars that

Russians would enter Kumaon through Tibet, was a military survey party
sent to the Tibetan border to inquire into this matter and was it proposed

to put a garrison at the last Indian outpost?

Mr. 0. M. @. Ogilvie: In spite of the extraordinary nature of some of
the rumours current during the Great War, I should think it extremely
unlikely.

Mr. Badri Dutt Pande: Had any survey been made recently?

Mr. 0. M. G. Ogilvie: That, Sir, T submit, does not arise out of this
question. .

Mr. Badri Dutt Pande: Will the question be discussed by the Chatfield
Committee?

Mr, 0. M. @. Ogilvie: I am not sure which question the Honourable
Member is referring to.

Mr. Badrl Dutt Pande: The question of guarding the Tibetan frontier?
Mr. 0. M. @. Ogilvie: I should say not, Sir, but I cannot tell him.

DouBLE TaAXATION RELIEF IN INOCOME-TAX.

1419. *Mr. T. 8. Avinashilingam Ohettiar: Will the Honourable the
Finance Member state:

(a) the amount of relief received by British persons and firms under
the present double taxation relief in income-tax in the last
three years;

(b) the amouut of relief received by Indian persons and firms in
En(flnnd under the same arrangement for the ssme period;
an
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(c) whether this arrangement has resulted in a loss to the Indian
Exchequer; if so, to what extent?

. The Honourable Sir James Grlgg (a) to (¢). I would refer the Honour-
able Member to my reply to starred question No. 1270 on the 15th Novem-

ber, 1938, and to my speech in the Legislative Assembly on the 16th
November, 1938.

0 ¥ i
Mr. K. Santhanam: With reference to his answer to part (a) of the

question, may I know the amount of relief received by British residents in
India and British non-residents?

Ay

The Honourable Sir James Grigg: I think the Honourable Member had
better refer to the answer which I gave. ' N

Mr. T. 8. Avinashilingam Chettiar: With reference to the answer (o
clause (b) of the question, if T remember aright, they could not give any
information because it was not available. Is not that so?

The Honourable Sir James Grogg: Yes, that is so.

. Mr. T. S. Avinashilingam Chettiar: May I know, in view of the serious
allegations made in this country fhat we are not getting the quid pro quo
in respect of (a), why Government have not made any inquiries in the
matter?

The Honourable Sir James Grigg: The Board of Inland Revenue, do not
give the information in their annual report.

Mr. T. 8. Avinashilingam Ohettiar: May I &now whether in the absence
of information in the report, and in view of the serious allegations about the
quid pro quo that India is not getting, the Government made any attempt.
to write to His Majesty’'s Government in the matter?

The Honourable Sir James Grigg: T will deal with the so-called serious
allegations when I reply to the present stage of the Tncome-tax Bill.

Mr. Manu Subedar: May I know if the Honourable the Finance Metnber
has written to His Majesty’'s Government for this information? The
secrecy clause, I understand, refers {o each individual account, but may T
know whether they have asked for the total and whether the Board of Reve-
nue has definitely refused to give the total amount of relief given to Indian
individuals?

The Honourable Sir James @rigg: I believe that on an earlier oceasion
some jnformation was asked for but was not given, and I do not think it is
necessary to ask for it on the present occasion.

_Mzx. T, 8. Avinashilingam Ohettiar: May I know whether there is not a
clause in the Income-tax Act sbout the information to be given to countries
with which we have agreements to the effect that that is mot covered by
this clause? TIs there any similar clause in the British Act?
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: 'l’ho Honourable Sir James Grigg: If the Honourable Member wants to
agk n specific question, he had befter put down a specific question.

TENTRE OF AFPOINTMENT OF A SKOKRETAKY TO THE GOVEENMENT OF INDIA.

_ m&o “Mr. H. M. Abdnllah: Will the Honourable the Home Memher
be -pleased to state the period for which a Secretary to the Government of
India is appointed?

The Honourable Mr. R. M. Maxwell: I would refer. the Honourable
Member to the reply given to part (n) of the question No. 814 in this House
on the 7th Beptember, 1038,

CURTAILMENT IN AUDIT SUPERVISION OF PROVINCIAL OFFICES.

1421. *Mr. Brojendra Narayan Ohaudhury: Will the Honourable the
Finance Member please state:

(a) whether his Department is responsible, directly or indirectly,
for the Auditor General’s decision to curtail audit of provincial
accounts; if so, in what way;

(b) whether the audit of Central Government's accounts will be
similarly curtailed;

(¢) whether he is aware that in the Provinces, it is only by local
inspection that cases of embezzlement, temporary mis-
appropriations of money, accounting for a quantity of work
and materials in excess of work done and materials used. etc.,
are discovered, corrected and punished; .-

(d) whether economy of central expenditure is the sole object of
curtailment of provincial audit, or the principal object;

(e) whether the costs of provincial audit are not charged to Federal
Revenues, and are non-votable;

(f) the amount of cost of Auditor General and his staff sanctioned
at the beginning of the current year, and the amount for the
Provinces, if separable; out of these, hcm much has been
spent up to now:

(g) whether any economics have been suggested and effected in
other non-votable items of the central budget; if so, the total

~ savings therefrom; and

(h) the amount of savings expected by curtailment of local inspec-
tion ?

oL e .

The Honourable 8ir James Grigg: (a) Yes.

(b) Yes.

(c) Government are fully uware of the value of local inspections; but
eanpot admit that local inspections are the only mesns of diseovering irre-
gularities or that such inspections should be carried out only by the Indian

Audit Department. Departmental authorities have a  responsibility of
their own complementary to that of the Auditor General;

(d) The sole object.

tAnswer to this question laid on the table, the questioncr being absent.
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(e) The cost of audiv of the accounts of the Provinces is met from Oen-
tral revenues and is treated as voted, except the portion declared as
‘charged’ under the provisions of the Government of India Act, 1985,

(f) The sanctioned budget for the offices of the Auditor General and
Civil Accountants General for 1938-830 was Rs. 1,08,88,000 (including
Rs. 2,77,000 for Charges in England). It is not possible to separate the
amount to be spent on the Audit of Provincial Accounts as practically all
the Civil Audit and Accounts Offices deal with both Central and Provincial
transactions. The amount spent up to 80th September, excluding Charges
in England, was Rs. 54,49,38183; T

(g) Yes. The savings secured so fur amount to about 81 lakhs.

(h) I would refer the Honourable Member to the reply which 1 gave to

part (c) of starred question No. 1248 asked by Mr. Badri Dutt Pande in
the House on the 15th November, 1938.

Mr. Brojendra Narayan Ohaudhury: With reference to the answer to
clause (d), do I understand the Honourable Member to say that all local
inspection for the Central Government Departments has also been stopped?

The Honourable 8ir James Grigg: Curtailed,

TAXBS OOLLECTED FROM PERSONS ENTRRING THE EXCLUDED OR PARTIALLY
EXCLUDFL AREAS IN ASSAM,

1422. *Mr. Brojendra Narayan Ohaudhury: Will the Honourable the
Finance Member please state:

(8) whether any taxes collected from persons entering the excluded
or partially excluded areas of the Province of Assam, or for
permit to ¢ on trade or to collect any produce in these
areas, are credited to Central Revenues, and under what
head in the budget;

(b) if so, what are the nature of these taxes; how and st what
rates they are levied, and what is the total amount credited
to Central Revenues in the last financial year;

(c) whether it is a fact that the excluded and partially excluded
areas are deficit areas, i.e., the cost of administration exceeds
the income from the areas and that the deficit is borne by
the Assam Provincial Exchequer; and

(d) whether Government are prepared to consider the propriety of
bhanding over the proceeds of these taxes to the Provinecial
Government?

The Honourable Sir James Grigg: (a) and (b). A tax of eight' annas
per person is levied on persons crosging the inner line of the excluded areas
except Government officers and hillmen temporarily residing in the plaina
and the proceeds are credited to Central Revenues under XLVI—Miscella-
neous. The amount credited last year was about Rs. 1,500. '

(c) Yes.



STARRED QUESTIONS AND ANSWERS. 3337

-(d) No. The fact that the areas in question are deficit areas was taken
into account in the financial settlement for Assam.

Mr. Brojendra Narayan Ol;audhury: Is it too much for the Central Gov-
.ernment to make that over to the Provincial Government?

The Honourable Sir James @rigg: I do not think that Rs. 1,500 will go
wvery far towards meeting Assam’s needs.

Mr. Brojendra Narayan Chaudhury: Cannot the Honourable Member do
that as o gesture of good-will?

The Honourable Sir James @rigg: I am rather against impotent gestures.

Prof, N. G. Ranga: Is there uny specific service that the Central Govern-
ment is rendering to these people of the excluded areas?

The Honourable Sir James @rigg: The Honourable Member had better
address that to somebody- else.

Prof. N. @G. Ranga: With what object do they make this particular
collection in these areas?

“Fhe Honourable Sir James Grigg: The Honourable Member had better
put that down too.

Prof. N. @. Ranga: Sir, in reply to part (a) of this question the Honour-
able Member has admitted that this particular collection is being made,
and it is quite relevant to ask him with what object this particular collec-

tion is being made?

The Honourable Sir James @rigg: All I say is that I cannot give him an
answer without notice.

Mr. K. Santhanam: May I know if the charges for collection of this
sum exceed the amount of that collection?

The Honourable Sir James Grigg: The Honourable Member had better
also put that down.

FRELING OF INDIANS IN RESPEOT OF THE HAPPENINGS AND EVENTS IN
PALRSTINE.

1428. *Mr. 8. Satyamurti: Will the Honourable the Home Member
be pleased to state:

() whether Government have recently communicated to His
Majesty’'s Govermment the feeling of Indians in respect of
the happenings and events in Palestine; if so, on which date
they last so communicated and what they communicated; and
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(b) whether the Government of India will inform His Majesty's
Government of the strong feeling in India that Palestine
should not be coerced into accepting any decisions against the
will of her people and that Palestine should be made, as
early as possible, into a free and independent Arab State?

The_mu:@_ Mr., R. M. Maxwell: (8) There has been no recent
formal communication from the Government of India to the Secretary of
State on this subject. Government are however aware that the Secretary of
State, through the appropriate channels, is kept constantly in touch with
the state of feeling in Indin and are satisfied that in fact His Majesty’s
Government is fully acquainted with Tndian opinion on this subject.

(b) As the Honourable Member is aware, it is the intention of His.
Majesty's Government shortly to convene a conference in London with a
view to bringing about an understanding between Arubs and Jews in
Palestine.

Mr. 8. Batyamurti: With reference to the answer to clause (a) of the
question, when was the last occasion on which this Government commu-
nicated to His Majesty’s (Government the feelings of Indians in respect .nf
Palestine?

The Honourable Mr. R. M. Maxwell: The last official communication
was in September. 1987, when certain questions asked in this House to-

gether with the replies to supplementary questions were forwapdet to the
India Office.

Mr. 8. Satyamurti: May I know the reason why since Beptember, 1937,
i.e. more than a year now, in view of the definite worsening of the situation
in Palestine, and the strong feeling expressed by the Indian National Con-
gress, the All-India Muslim League and many other public bodies, Govern-
ment have not taken any steps to keep His Majesty’s (Government in touch
with the feelings of Indians in this country on this question?

The Honourable Mr. R. M. Maxwell: Because Government were satis-
fied, as I have already stated, that the Secretary of State was being kept
fully in touch with all these feelings.

Mr. 8. Sastyamurti: By whom, and in what manner?
The Honourable Mr. R. M. Maxwell: By the appropriate channels.
Mr, 8. Satyamurti: How exactly?

The Honourable Mr. R. M. Maxwell: I cannot give the detailed inform-
ation as to the exact manner in which the Secretary of State gets his
information, but I have slready stated that the Government of India are
satisfied and are aware that he is getting this information.

Mr. 8, Satyamurti: Will Government tell this House and the public of
this country through this House, what are these appropriate and official
channels through which the Becretary of State gets information—apart from
the Government of India?
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The Honourable Mr. R, M. Maxwell: The Government of Tndia write
forn:n,a_lly to the Secretary of State only on matters with which they are
officinlly concerned.

Mr. K. Santhanam: Will the Government of India secure representation
for Indian Muslims on the Palestine Conference to be couvenefd soon in

London?

The Honourable Mr. R. M. Maxwell: That is a matter for His
Majesty's Government.

Mr. K. Santhanam: May I know if the Government of India are taking
any steps in this matter? After all, they ave responsible for the Indian

Muslims and the state of their feeling.

The Honourable Mr. R, M. Maxwell: The Government of India are
not responkible for the compasition of that conference.

Mr. S. Satyamurti: May T know if Government's attention has been
drawn to the statement of the Punjab Premier that he had addressed His
‘Majesty’s Government on this question of Palestine and as & result of his
representations His Majesty’s Government have now given up the scheme
of partition of DPalestine?

The Honourable Mr. R. M. Maxwell: That is not question that
concerns the Government of Indin.

Mr. 8. Satyamurti: Mayv I know if Provincial Governments are free to
address His Majesty's Government on matters of foreign policy over the

heads of the Government of India?

The Honourable Mr. BE. M. Maxwell: Thut again is not a  question
which concerns me as Home Member.

Mr. 8. Satyamurti: My Honourable friend said that apart from the
Government of India, through the proper channels, His Majesty's Govern-
ment get information or opinion with regard to Indian opinion on such
matters. Recently, the Punjab Premier, Sir Sikandar Hayat Khan, stated
to the Indian world and to the world outside that, as a result of his
representations to His Majesty’s Government, they have given up the
scheme of partition of Palestine. I have read the Government of :India
Act, and T am asking the Honourable Member whether it is open to
Provincial Governments to address His Majesty's Government over the
head of the Government of Indin on matters of foreign policy or whether
Sir Sikandar Hayat Khan was simply pulling somebody’s leg?

The Honourable Mr. R. M. Maxwell: That seems to bhe n major
constitutional question which 1 do not think whether T am competent to
discuss here.

Dr. 8ir Ziauddin Ahmad: May I know whether any Member of. the
Assembly or any member of the public in his private capacity can write
to the Secretary of State for Indin?
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The Honourable Mr. R. M. Maxwell : Yes. e
Qazi Muhammad Ahmad Kazmi: What are the appropriate channels

othcr.thtm the Government of India through which the Secretary of State
gets information ? )

Mr. Deputy President (Mr. Akhil Chandra Datta): This question was
already answered.

_ Mr. Manu Subedar: What steps have Government taken to dispél the
misimpression that the troops sent out from India for the suppression of
Arabs in Palestine were not sent out with the concurrence of Indian
public opinion, but went under the direction of the War Qffice ?

The Honourable Mr. R. M. Maxwell: | submit that question does not
arige,

LocATiON 0oF THE GOVERNMENT OF INDIA OprioEs IN NBw DiLul

1424, *Mr, 8. Satyamurti: Will the Honourable the Home Member
be pleased to state:

(a) what the final decision of Government is with regard to the
offices and ofticers and establishment who will stay in New
Delhi throughout 1989 and not go to Simla;

(b) whether in respect of the Indian Stores Department there has
beern any change of decision, and, if so, what and why; and

(c) the total number of (iovernment servants and Departments
who will be staying in 1939 as contrasted with the figures
of 1937, and the resultant saving to the Indian Exchequer?

The Honourable Mr, B. M, Maxwell: (a) and (¢): The question is still
under consideration and a decision is expected to be reached shortly.

(b) I would refer the Honourable Member to the reply which T have
just given to Mr. C. N. Muthuranga Mudaliar’s starred question No. 1413.

Mr. K. Santhanam: Mav I know if it is not too late to decide for next
year.

The Honourable Mr. R. M. Maxwell: I was replying about the Indian
Stores Department. Parts (a) and (c) of the present question relate to
the general question of the officers and the establishment of the Govern-
ment of India as a whole,

Mr. K, Santhanam: Are there.different dates for different Departments?

The Honourable Mr. R. M. Maxwell: Certainly independent arrange-
ments for accommodation are made by the different Departments.

Mr. K. Santhanam: What are the Departments which are under consi-
deration for being stopped next year?

The Honourable Mr. B. M. Maxwell: Parts (a) and (c) relate to all the
Departments. :
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Mr. X. Santhanam: Are the Government of India considering whether
they should stop all the Departments or some of the Departments?

The Honourable Mr, R. M. Maxwell: They are considering the matter
in connection with all the Departments,

CONSULTATIONS ON MATTERS INVOLVING FINANCIAL ADJUSTMLNTS BETWEEN
. THE GOVERNMANT OF INDIA AND TBE INDIAN STATES ON FEDERATION IsSUE.

1425, *Mr. 8. Batyamurti: Will the Honourable the Finance Member
be pleased to state:

(s) whether he and his Department are being regularly consulted
on all matters involving financial adjustments between the
Government of India and the Indian States arising out of -the
negotiation for Federation;

(b) whether the Finance Member consults the Provincial Govera-
ments on these matters, and, if not, why not;

(c) whether final decisiong on these questions are taken by the Gov-
ernment of India, as a whole or only by the Viceroy and
the Secretary of State, and, if so, why; and

(d) whether this House will be consulted before final decisions are
reached on such matters, and if not, why not?

The Homourable Sir James @rigg: I have nothing to add to the state-
ment I made on the 10th March, 1938,

Mr. 8. Satyamurti: May T know whether the Finance Member and his
Department are consulted on matters involving financial adjustment
between the Government of India and the Indian States? I want to know

whether this is being done over the head of the Finance Department or at
least with his knowledge?

The Honourable Sir James Grigg: I will read the relevant part of the
answer I gave on 10th March, 1938:

“Under the Act the terms of accession depend upon His Majesty and the Ruler
of the State concerned, and the preliminaries to the negotiation thereof are, therzfore,
being conducted under the direct orders of His Excellency the Crown Repreaentative,
in close and confidential consultation throughout with the Government of Indin with a
view to safeguarding the interests of British India.”

Mr. 8. Satyamurti: With reference to part (b) may I know if Provin-
cial Governments arc being consulted? '

The Honourable Sir James Grigg: I said I have nothing to add to what
I said on the 10th March, 1938, so tbat if it does not appear in this answer,
there is no information available.

Mr. 8. Satyamurti: That is a technical wav of gettine bhehind the
question. May I know whether, in view of the fact that Provincial Gov-
ernments are vitally interested in the financial adjustments, such ns may
be made with regard to the Federation, the Provincial Governments are

being given an opportunity of expressing their views on these financial
questions?
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The Honourable 8ir James Grigg: I had better read the next sentence:
RET) S R e " . i . .

“But, -in the interests of these negotiations themselves, their conduct muat be
confidential and this necessarily precludes auny public announcement at this stage
regarding the substance of the matters under consideration er under discussion: with
States or any statement except in the most genersul terms, of the progress made
towards lederation.”

Mr. 8. Satyamurti: | want in the most general terms whether Provin-
cial Governments are being consulted with regard to the finandial adjust-
ments for the coming Federation.

The Honmourable Sir James Q@rigg: | say in the most general possible
terms that I have nothing to add to what is contnined h{ the statement.

Prof, N. G. Ranga: Was this question either formally.or informally
considered at the last Finance Members' conference?

The Honourable Sir James @rigg: I have nothing to add to what 1 said
already. '

Mr. Manu Subedar: Mav T know whether after these confidential
consultations are finished and bedore actually concluding agreements, a
tripartite consultation will take place between the representatives of parties
in this House and the Government of India and the Princes?

‘The Honourable 8ir James Grigg: That is n wuch more gerlemlf-ﬁ’;e;tiull
which was addressed to the Honourable the Leader of the House the ather
day and he gave all the information available.

DETERMINATION OF INDIA'S MiLITARY Pouricy.

1426. *Mr. 8. Satyamurti: Will the Defence .Secretary be pleased
to state:

. (8) whether his attention hag been drawn to a recent speech of the
Punjab Premier in the course of which he inter alizc said,
““who, if not the Punjab, can clasim a dominant voice in
l'l':ldia"s' military policy? I claim to represent the Punjab’s
views'’;
(b) who determines India’s policy;

(c) whether, under the Constitution or in fact, the Provincial Gov-
ernments have any voice in determining India's military
policy and, if so, what that is;

(d) whether the Punjab has a ‘‘dominant voice in India’s military
policy ", and, if so, under what law, and how it is exercised;

(e) whether the Government are prepared to issue a categoricﬁl
contradiction of the statement; and

(f) if not, “}hy not?
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Mr. 0. M. @. Ogilvie: (a), (¢) and (f). No full report of the speech has
appurently been published, and Governwent are not prepared to express
any views upon a single sentence divorced from its context.

(b) The Governor General in Council.
(¢) and (d). No.

Mr, 8. Satyamurti: Muay [ know if the Honourable Member will ask the
Premier of the Punjab and get a copy of his speech, or get a copy of his
speech from any other quarter?.

" Mr. 0. M. Q. Ogllvie: ‘l'he Government do not attach sufticient import-
ance lo the matter to do that.

Mr. 8, Batyamurti: May 1 know if the Government of India are in-
different to the pronounceéments of the Punjab Premier who said :

““Who, if not the Funjab can claim a dominant voice in India's military policy? I
laim to represent the Punjab's views!

Mr. 0. M. @. Ogilvie: Govermment do not regurd it o8 a pronounce-
ment but as a rhetorical question.

Mr. B. Batyamurti: What is the rhetorical answer to this ‘rhetorical
question? Do the Government think it a matter of no importance what-
ever when the Premier of a province goes about saying that, because the
Pumnbm are in large numbers in the Army, he must claim a ‘dominant
voice in India’s military poliey?

Mr. O. M. @. Ogilvie: As I said, the claims he made was merely a
rhetorical one.

Mr. 8. Satyamurti: I ask a specific question in purt {d):

“Whether the Punjab has a dominant volce in India’s military policy, and, if so,
under what' law, and how it is exercised.’’

I want my Honourable friend to tuke it with clause (a) of the question,
—eovidently the Honourable the Defence Secretarv wanis to shicld the
Premier of the Punjab,—if he is really anxious to know it, he can get a
copy of his speech. The Premier of the Punjab has been saying this for
months that he is as good as the Commander-in-Chief, if not better. I
want to know whether the Government of India propose to take any
notice of it and draw his attention to it and ask hiin to keep to his proper
place.

Mr. 0. M. @G. Ogilvie: The Government of Indin bv no means accept
the Honourable Member’s .interpretation of Sir Slkandar Hayat Khan's
tpeeches

Sardar Sant Singh: May I know if the Government of India have &
dominant voice in that policy? '
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ir. 0. M. G. Ogilvie: As far as the Governor General in Countil is
concerned, he has.

FUNCOTIONS ASSIGNED TO MR. H. GREENFIELD 1IN THE CENTRAL BoOARD or

REVEXTE.

1427. *Mr. 8. Satyamurti: Will the Honourable the Finance Member:
be pleased to state: .

(8) what are the duties or functions assigned to Mr. H. Greenfield
in the Central Board of Revenue;

(b) how long he will work there;

(¢) whether his duties will include making necessary recommenda-
tions for tightening customs and excise administrations and
preventing leakage; and

(d) whether a report on his work will be placed before the House?

The Honourable Sir James Grigg: (), (b) and (¢). Mr. Greenfield has
been placed on special duty under the Central Board of Revenue for six
months in the first instance to investigate the possibility of improving the-
control and supervision exercised by the Customs administration and for
purposes of inspection.

(d) No.

Mr. 8. Satyamurti: May I know the reasons why the report will not
be placed on the table of the House?

The Hononrable Sir James Grigg: It is a matter of domestic administra-
tion.

Mr. 8. Satyamurti: Including this House?

The Honourable 8ir James Grigg: It is a matter of departmental
machinery.

GoLD PUKCHASED RY ThE RESERVE BANK or INUIA.

1428. *Mr. M. Ananthasayanam Ayyangar: (a) Wiil the Honourable
the Finance Member be pleased to state what quantities of gold have been
purchased by the Reserve Bank of India during this month and the loat
two months, and at what prices and what the export of gold has been
during the same months? :

(b) What is the object of purchasing large quantitics during the recent
months? 1s it for the purpose of keeping gold in reserve as security agains$
Note issue or for the purpose of shipping to the United Kingdom ?

(¢) Is the Reserve Bank making the purchases on its own acccunt, or
for, or on behalf of, any party in the United Kingdom or any foreign
country ?

The Honourable Bir James Grigg: (a), (b) and (c¢). Subject to the
1estrictions imposed by the Reserve Bank of India Act the purchase of
gold is a matter which is entirely within the discretion of the bank.. As
regards exporte of gold I would refer the Honourable Member to the
statementy published in the press from time to time.
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Prof. N. G. Ranga: What. is the policy of the Government of India in
regard to the purchase of gold by the Heserve Bank? 1Is it for the purpose

of export?

The Honourable 8ir James Grigg: The policy of the Government of
India hes nothing to do with this matter. It is the concern of the Reserve

Bank,

Mr. M. Ananthasayanam Ayyangar: May I know whether the pur-
chase of gJold by the Reserve Bank is on account of any foreign

merchants ?

The Honourable Sir James Grigg: That is the question which the
Honourable Member asked. T can only reply by giving the sume answer.

Mr. M. Ananthasayanam Ayyangar: What steps lLave Government
taken to ascertain and get this information from the Reserve Bank?

The Honourable Bir James Grigg: None, Sir. 1 can only repeat us
was said in one of the opinions on the Income-tax Bill that I amn not a
“‘nasty nosev poker’’.

(b) WRITTEN ANSWERS.

_ INTRODUCTION 0F PRORIEITION IN THE CENTRALLY ADMINISTERED AKEAS,

1429. *Mr, M, Ananthasayanam Ayyangar: (8) Will the Honourable
the Finance Member be pleased to state what was the revenue fov intoxi-
cating and spirituous liquors and drugs in the year 1937-88 from the central-
ly administered ereas?

(b) Are Government aware that prohibition was introduced in three
districts of the Madras Presidency and the measure has proved » success?

(¢) Are Government prepared to introduce prohibition in the centrally
administered areas? If so, when; and if not, why not?

The Honourable Bir James @rigg: (a) The figures for 1937-88 are not
vel available,

(b) Statements to this effect have appeared in the Press.

(¢} No, Sir; because Government do not consider this to be necessary.

CuNsoRsHT? OF COBRESPONDENCE OF MEMBERS OoF THE CENTRAL LBGISLATURE
ARD PROVINCIAL MINISTERS.

_ 1430.. *Seth. Govind Das: Will the Honourable the Home Member
please. state: :

(2) whether the private correspondence of the members in the
Central Legislature is still subject to postal censure;
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(b) whether the private correspondence of the Ministers of Provincial
Governments is subject to postal censure;

(¢) whether it is the pohoy of Government to keep & watch on the
correspondence of the Ministers of Provincial Governments;

(d) the method by which censor of letters to and from Ministers of
Provincial Governments are cenaored‘ and

(e) whether Government propose amending the postal law governing
the censor of letters under which censor of the members of the
Central Legislatures and Provincial Ministeys is made ?

Yool "

The Honourable Mr. R. M. Maxwell: (a) to (e). It is contrary to the
public interest to give any information of the kind asked for. ‘e

TRANSFER OF THE NAVAL HEADQUARTERS OF INDIA TO DELHI,
1431. *Seth Govind Das: Will the Defence Secretary please state:

(1) whether it is a fact that the Naval Headquarters of India is
contemplated to be moved to Delhi from Bombay;

(b) when is the move going to take place;

{¢) ‘whether the office will be quartered in Bombay during ‘sémmer
when the Government offices move to Bimla;

(d) the reason for keeping the office in Bombay half the year;

" ‘(e) the annual recurring expenditure for moving the office from Delhi
to Bombay and back;

(f) whether Government propose considering the advisability of
keeping the office in one place instead of moving it yearly for
some months to Bombay from Delhi and return; and

(g) if not, will Government please state the reasons?

Mr. 0. M. G. Ogilvie: (a) Yes, as a temporary measure.
(b) It took place on 8th November, 1988.
* (e) Yes.

(d) T4 is desirable that the Flag Officer Commanding, Royal Indian
Navy, should he in direct contact with the Bquadron and with the ghore
establishments at Bombay during part.of the year.

(e) As this is the first occasion on which the move has "been under-
taken, accuratc figures are not yet available. It is estimated that the total
cwt will not, under present nrrangementa exceed Rs. 10 000 per annum.

(f) The matigr. haa already been consndered nnd the present arrange-
ment has beeusgwoduced as a result thereof.

kY
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(g) The reason for locating the Royal Indian Navy Headquarters at
Delhi is that they may be in closer contact with the Government of
India for part of the year especially while the programme for the re-
organisation of the Royal Indian Navy is being considered.

INDIANS IN THE INDIAN MEDICAL SERVICE.

1432, *Dr. Sir Ziauddin Ahmad: (a) Will the Defence Secretary please
-state the number of Indians in the permanent grade in the Indian Medical
Service, and how many of them are Muslims?

. (b) What is the number of Indians in the temporary grade of i_:he Indian
Medical Bervice and how many of them are Muslims?

(¢) When do the temporary officers complete their five years service !

(d) Will they be considered for permanent appointment?

Mr, O, M. @. Ogilvie: (a) There are at present 197 Indisn officers
holding permanent commissions in the Indian Medical Bervice. 27 of
them are Muslims.

e‘Sb) There are no temporary commissioned Indian officers in the Indian
ical Bervice except for three Burmans serving in Burma. 52 Indian
officers hold short service commissions. Eleven of them are Muslims,

(¢) The short service officers now in service ml‘l complete their engage-
ments during the period 1939.42.

(d) Yes.

STATEMENTS LAID ON THE TABLF

Jn]ﬂrmat!on promised in reply 1o starred questions Nos. 797 o,nd 805 asked
by Dr. P. N. Banetjea on the 6th September, 1938.

CoAL SEAME IN AssaM,

Starred question No. 797.—The total number of coal seams prospected a d located
in Assam by the Geological Burvey of India is about 20. prospec ne o

ExrracTion oF CoaL FROM MINES IN ASSAM.
Starred question No. 805.—(a) Five,
{b) The information required is not uvailable.

o2
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THE INDIAN INCOME-TAX (AMENDMENT) BILL—contd.
Mr. Deputy President (Mr. Akhil Chandra Dutta): The House will

now resume consideration of the following motio ved b
12 Noon. .  Lhe g n mo v
the Honourable Sir James Grigg:

“That the Bill further to amend the Indian Income-tax Act, 1922, as reported b
the -Belect Committee, be taken into comsideration.’’ po d

. Pandit Krishna Kant Malaviya (Benares and Gorakhpur Divisions: Non-

Muhammadan Rural): 8ir, when the House adjourned last evening, I

was discussing the plea regarding the flight of British capital from this

country. I was saying that for my part I will not be sorry if the British

capital leaves the shores of India. I think it is in the interests of this

coyntry. as well as in the interests of the traderg whocome here that

this Britisk capital should leave these shores. 1 am supported in this

view by what has been said by the one time talented editor of the Times-
of India, Bir Stanley Reid. Discussing India’s industrial and finenciak
development since the beginning of the present century, Sir Stanley Reid, "’
in the Lloyd Bank Monthly Review, says:

“A generation ago India was starved for cnPital. Today the supply is in excess
of the opportunities for conservative investment."

Referring to Britain’s part in future economic activity, Sir Stanley.
Reid says:
. “There is no prospect for manufacturing cnterprise and finance attracted from:
abroad, but there is an immense field for the aasociation of British technical aldll

and experience with Indian capital and direction. It is there that the truest line of
advance lies,” )

1t is said that if we tried to realize our legitimate tax from those who
invest in this country, it will lead to the flight of British capital. The
plea is put forward that, in order to attract foreign capital, we should .
promise beforehand, or they should come here with the impression that
they would be allowed to escape our income-tax. My friend, who unfor-
tunately is absent even today, I mean Bir Muhammad Yamin Khan—I
am told he has only left just now—is not even anxious to tax the foreign
investments in this country. He wants equality amongst the Indians,
but it seems he is not anxious to see that Indians and Europeans are
treated equally. He is not anxious to see that England and India are
treated equa'ly and governed by the same laws. My plea, Bir, is that those-
who came to this country came because it paid them to be here, because-
they found that their investment was safe here, because they found that
they enjoyed more privileges here even as against the indigenous people-
of this country, because they found that the Government of this country.
were alwayg behind their backs and always prepared to stand by them and
qupport them. They know it better. India is a safe place for investment,
and they know now what the fate of their capital and investment -has:
been in Manchukuo, in Mexico and in Abyssinia. They have yet to see-
what the fate of their investment will be in China. For all the privileges:
that they enjoy in ‘¢hig country and for all the saféty for their investment,.
I think it is only proper that they should be prepared to pay a higher-
rate of tax as compared to us, not that they should be allowed to escape
our income-tax. The equitable prineciple is—and this was argued ab
length by Prof. Saligman in a Committee appointed by the Finance Com-
thittee of the T.eague of Nations to consider the question of double taxation—

(3350 )
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that a large part of the tax should go to the place where the property lies
or the business is carried on and a smaller share to the domicile of the
owner.- This is ‘also the doctrine of econpmic allegisnce elaborated by the
Committee on double taxation. But, in this country, Sir, all principles
are being thrown to the winds. The desire is simply to give a premium
to non-Indians deriving income from in this country,.and to help the British
‘Treasury at the cost of the Indian. T say, Sir, that all this is very unjust
and most unfair and is being done simply bocause the Honourable the
Finance Member thinks that he can do whatever he likes and that we are-
powerless here. But before I finish with clause 4, T want to reiterate that
I want our foreign income to be taxed on remittance basis only. The
English law says:

“The tax in respect of income arising from possessions out of the United Kingdom, .
other than stocks, shares, or rents shall be computed on the full amount of actual
annually received in the United Kingdom from remittauces payable in the United
Kingdom or from property imported or from money or value arising from property
imported or from money or value so received on crodit or on account of or in respect
of any such remittances, property, money or value hrought or to be brought into
the United Kingdom on an average for the three preceding ycars

and so on and so forth. I wish you, 8ir, to mark the words that the'
income arising from business, etc., on a remittance basis only. And-
defining what ‘foreign possessions’’ mean, Lord Macnaughten says:

“The word ‘possessions’ is to be taken in the ‘widest possible scise as denoting
everything that o person has as a source of income.”
1, therefore, maintain, Sir, that our foreign income should be taxed
only on remittance basis and not on accrual basis, as is proposed to ‘be
done according to the proposed Act. Concerning our foreign trade, I
also want to add that the owners may be residents in India, but the
substantial part of management and operations 'is catried on outside
British Indin, and therefore, even with a liberal interpretation of the’
central control theory which is prevalent in England, I would ask the
Honourable the Finance Member to allow our foreign trade to grow and
develop for the time being because . . . .

The Honourable Sir James Grigg (Finance Merﬁber}: What is your '
specific suggestion? I would like to follow that. Exemption of com-
panies controlled or firms controlled abroad?

Pandit Krishna Kant Malaviya: My specific suggestion is that business,
profession or veeation should not be taxed ... . = - ..

The Honourable Sir James Grigg: At all? S
‘Pandit Krishna Kant Malsviya: At all.

. 'The Hopburablo Sir James Grigg: Then your apgﬁﬁ:’lént about the ,
company heing controlled abroad is irrelevant. . .

Pandit Krishna Kant Malaviya: I think my Honourab'e friend is not
listening to me. ' S
;. The Honourable Bir James Grigg: I am trying to find out whas you

are advocating. b e e S
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Pandit Krishna Kant Malaviya: Then, I will read him the English law
as it is again . . . . ..

The Honourable Sir James @rigg: 1 know the English law quite well:
I have listened to it before. *

Pandit EKrishna Kant Malaviya:

“Tax in respect of income amun%l fram possessions out of the United Kingdom
other than stocks, shares, or rents shall be paid on the full amount of the actual
sums only received in the United Kingdom."

There is no mention of accrual basis or control in this Act . . . . .

The Honourable Sir James Grigg: But vou nre talking about
control . .

m Krishna Kant Malaviya: T am simply putting forward various
pleas. If vou are not amenable to this, then . . . . .

Mr. Manu Subedar (Indiun Merchants' Chamber and Bureau. Indian
Commerce): The Finance Member is not entitled to interrupt a spenker
like this.

The Honourable Sir James Grigg: I ain entitled to get the point elueida-
ted.

Pandit Krishna Kant Malaviya: He is entitled to do it, and 1 shall be

only too glad to answer his questions if he puts them to me.

The Honourable Sir James Grigg: My question is this: the Honourable
Member was, as I understood it, developing a general argument in favour
of complete exemption of foreign business from the scope of clause 4.
He then brought in the urgument whicli addressed itself to the fact thaty
a certain number of foreign businesses are virtualy conirolled abrowd, and
I want him to make quite certain thut this was only an illustration and
not a desire to narrow his main contention.

Pandit Krishna Kant Malaviya: 1 was pleadiug in the first plucr. that
business, voeation or profession should be exempted .

The Honourable 8ir James Grigg: Completely?

Pandit Krishna Kant Malaviya: Completely. That was my first argn-
ment. If that does not appeal to my Honourable friend, I said that in
England at present the law introduces the theorv of tlie central control.
It says that if the business, vocation or profession is controlled centrally
from U. K., then the husiness, vocntion and profession would be taxed
on acerual busis. Am 1 correct?

The Honourable Sir James Qrigg: Yes; perfectly.

‘Panitit Krishna Xant Walaviya: What T plend is this: “hat’ 'Engﬂmd and
India are not on the same footing
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. The Honourable Bir James Grigg: Muy I just, in order to focus the point
whieh I_ want to get out of the Honourable Member, ask him thix? = His
spe_ech is devoted to saying that if you cannot get complete exemption of
business, profession or vocation, then he would like, as a second string,
to sdvocate exemption of business when the control is abroad. That is
the peint I am ¥ishing to get from the Honourable Member.

Pandit Krishna Kant Malaviya: | am not saying that. If T were io
say thut, T would be stating what the Honourable the Finance Member
wants. T am pleading something elsec.  What I am pleading is this: that
even the precedent.of the English law taxing on the remittance basis
such business, profession and voeation, as is not controlled from the United
Kingdom, docs not and cunnot apply to India. 1 say further that
England and Tndia are not on the same footing. The foreign trade, so
fur as England is concerned, has been developed to its utmost limit. The
Indiun foreign trade is vet in its infancy; we want to encourage Indian
foreign trade. We must provide some incentive to our foreign traders o
go und trade in foreign countries and add to our national wealth.  What
1 ask the Honourasble the Finance Member to do is this: to allow our
foreign traders to develop their trade.  Admitting for the time being thut
they make huge profits there, 1T want that they should be allowed to
invest their profits for the time being in their trade and develop it, because,
ultimately, some day, whatever profits may accrue in foreign lunds, they
are bound to bring back their profits into this country, and then 1 want
that the profits should be taxed on remittance basis. Am I clear?

The Honourable Sir James Grigg: Yes.

Pandit Krishna Xant Malaviya: Allied to this is the subject of our
nationals trading in Burma. They went there when Burma formed part
of this country. They invested their money there and were saddled with
vast acres of land when agricultural incomne was not taxed in this eountry
as it is-even now, Unfortunately for no fault of theirs, simply because
the Britishers wanted to have the sole monopoly of exploiting and develop-
mg Burma, our Indinn nationals are no more welcome there,  They are
neither wanted by Britishers nor by the Burmans there. They them-
selves are not enamoured of the position that they occupy there.  They
are anxious to leave Burms as soon as they can, but, unfortunately, they
have been saddled with vust acres of lund, and it is not possible for them to
bring all those acres of land on their backs to this country. What I
want the Homourable the Finance Member to do, so far as our nationals
in Burma are concerned, is to give them a temporary period to adjust
their investments, 1 want that for the time being they should be allowed
to enjoy the sume privilege which they were enjoying when they invested
their money there. The period need not be long: it may be 10 yesrs
or 15 years or 20 years. I do not want more. T want only that these
unfortunate Indinn nationals, who have been saddled with wast acres of
land, should have an opportunity to adjust their financiul commitments
according to the then existing provigions of the Income-tax Law und should
not be required to pay tax on acerual basis when they have already paid the
tax in Burma. That is all T want.......

s Wononrable Sir Jaumes @rigg: If it is agricultural income, they

have not paid tax in Burma.
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“ Pandit Krishna Kant Malaviya: I have no authoﬁﬁy to speak on their
behalf, but I want to-make an offer to my Honourable' friend; the Firhnee

Member. I want to know whether he is prepared to purchase all ‘the"
land held by our Indian nationals in Burma at 50 per cent. of the prices

and pay the price to our Indian nationals and realise the money from the

Burman Government. This shows that it is difficult even to realise 50

per cent. of the investment; and, over and above this loss, they are to
be taxed in this country after they have paid the tax in Burma.

We then come to clause 5—new sections 4(a) and (b); and I want to say
that it is a dangerous move in the interests of our friends from the west.
I am not satisfied with the deletion of the word “‘control’’ from the defini-
tion. T would very much prefer to have the definition suggested by
the Codification Committee. I want that persons or cotpanies having
substantial portion of management and operations of their business in
this country should not be allowed to escape our tax. Companies incor-

porated outside British India, but having substantial operations here, -

should be made to pay, and I do not see why we should not adopt the
definition of the Codification Committee.

Bir, T have already taken much time of the House, and I do not pro-

pese to discuss other clauses in detail. T have remarked on some of

these in my note of dissent, and I have tabled amendments for othoers.
But I feel that the speech would not be complete without some referanca
to clause 58. I hope that good sense will even now prevail and tho
Honourable the Finance Member will see his way to delete section 49 or
clause 58, but the speech of the Honourable the Finance Member does
not warrant any such hope. Sir James Grigg has token pains to make
out a case, and it comes to this that we do not lose one orore and forty
lakhs or one crore and thirty lakhs, but only 60 lakhs. He has given
us some figures also, and T waut to prove that his figures are misleading.

Here is a press communiqué issued by the Federation of Indian
Chambers of Commerce and Industry. T do not propose to read the whole

of it, but [ want to read one or two sentences, and I hope the Honourable '
the Finance Member will consider them and say what reply "hé '}_.l'ag: la,

give agoinst these statements, This is what they say:

“J¢ mav be pointed ont that the Donble Tncome-tax Relief is more or leds °

exclusively the British Empire scheme, and since its inception in 1920, only few

countries, India and Australia, have agredd to give reciprocal relief to the United .

Kingdom, while such rich Dominions as Canada and South Africa have declined to
sacrifice any of their revenues in the interest of the United Kingdom."

I want my friend, Bir Muhammad Yamin Khan, to bear this in mind tha -
even South Africa and Canada have refused to agree to give any recipraoal

relief to the United Kingdom Treasury.

Mr, N, M. Joshi: They are disloyal.

Pandit Krishra Kant Malaviya: Then we ought to be more disloyal.

To make another quotation from the same communiqué:’

‘“‘Referring to the ﬁgures quoted ' i:y the Finance Member, the Commitiee regret

to find at the figures are likely to present s misleading picture to the GCentra]

Legislatures. The tax which the Finance Member calculates and which an English
company has to pay in the absence of section 49 and in the absence of any relief
elause in the U. K. Finance Act, namely 5{ apnas ip the rupee and. 7.-annss in #he
rupee respectively, is the collettive amount of the tax, the British company w h;yp_
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lo pay to both the treasuries; and an English firm operating in India, with ‘the
repeal of section 49 of the Act, will not be asked to pay to the Indian treasury a
sm;]o pie more than what an Indian company operating in India will be paying
under the Indiap Income-tax Law. In fact, both the companies will be treated-
exactly in the same manner under the Indian Law, if section 49 is repealed."

One word about the much admired ‘slab’ system. 1 would like to:
say that at best it is'a leap in the dark. Whether it will prove advanta-
geous or disadvantageous depends upon the rate fixed just as in the case of
‘‘step’’ systern. I would also like my friends to note that the value of
a slice chunges from man to man according to his position in life and
total income. The same rate of taxation on a poor man's first slice and’
& rich man’s first slice cannot be justifiable.  The marginal utility of
money is greater for the poor than the rich. As has been pointed out
by Marshall, ‘‘the richer a man becomes, the less is the marginal utility
of money to him’’, and, therefore, the imposition of the same ‘‘slab’’ rates
for the rich and the poor would not be justifiable.  If the Honourable:
the Finance Member is really anxious to help the poor, the rates of the tax
lpi;‘jr be lowered in the case of the poor and enhanced in the case of the
rich ' '

One reference more, and T have done. The Honourable the Finance
Member as well ag my friend, Sir Muhammad Yamin Khan, whe ofter
repeats what has been said or uttered by Bir James Grigg, referred to the
propaganda of the Central Income-tax Committee and the various telegrams
that they réceived. I want to know what was wrong with that propagania.
The amending Bill was published; opinions were asked for and people
were asked to consider the Bill.  Thoss who ‘were affected by these
measures thought it proper to ‘enlighten public opinion about their casa.
There were others who thought that come of the clauses of the Bill wen$
beyond the justifiable scope and limits, and I am sure that they had:
every right to organise publie opinion, to protest, to send telegrams and
do whatever they could in order to organise public opinién against the
unwanted sections of the Bill. The Honourable the Finance Member may
feel hurt, because the bad points of the Bill were exposed and his mistakas
were pointed out. But T, as a member of the Select Committee, want to.
say this that the various pamphlets posted to me by various groups and,
associations on different points helped me a lot in understanding the-
various implications of the Bill. Some experts even published books.
There was one most valuable book written by Mr. Raghupati Ghatak.
There was another (1988 edition) of Mr. B. N. Das Gupta's, most illumi-
natitie treatise on income-tax law. We on this side of the Honse cannob
command a highly paid Bectetariat: we cannot command the services of
expetts. We have, therefore, to be thankful and we are thankful to,
these various Associations and groups of people who did their best to
help us in‘understanding the various implications of the clauses of the Bill,
Without their. help, we would not have been able to find out where the’
truth lay and, as such, their attempts and their propaganda have to_ha:-
commended rather than condemned, o e

Tn the end, T would fail in my¥ ‘duty if T did not pay my homaye fo
the part played and the work done by the Honourable the Leader of the
Opposition in the Select Committee. ~He is one of us and any eompli-
ment by his friends may not be of such value as the most deserving compli-
ment _paid to him by 8ir James Grigg sitting on the Opposite, Bqnch‘es.
But T 'would ‘like to say this that not only we, Eﬁ'ﬂ"@vép ‘the officials at
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places would have been stranded and handicapped but for his presence
in the Select Committee. 1 would also like to add that the Honourable
the Finance Member, who was once dubbed by the Leader of the Opposition
as the bad boy or the spoilt child of the Assembly, was nothing if not @
very good boy. I wonder why he cannot always be in the Assembly
what he was in the Select Committee.  Fxeept on points on which he
wus obstinate or obdurate or on which he refused to see reason, he waa
always anxious and willing to accommodate and arrive at some settlamaent
with us.  8ir, 1 huve nothing more to add except that I still entertain the
hope that the Honourable the Finance Member will see the equity of our
-demnand nnd agree to delete sections 4 und 49. N

Dr. G. V. Deshmukh (Bombay City: Non-Muhammadan Urban): As
the House knows, the objects of this Bill are mainly two. The first one is
to relieve thé poor income-tax payer at the expense of the rich income-tax
payer, and the second is that the money ruised is for the purpose of provin-
<cial contributions. It is further assumed that Indians, so far as this relief
from taxation is concerned, only want it sgainst their richer brethren.and
not against the foreigner, the exploiter, the parasite. This is assumed in
this Bill. With regard to provincinl captrihutions, again. it is assumed
that for this mess of pottage of provincinl contributions every Indinn would
be prepared to sell away his birthrizht—whatever rights he has as a Member
-of this House. Further, two more arsumptions are made, that is, one that
every income-tax officer is a meek lamb and not s maharsja eitting in his
office, and the other, that everv Indian has a right to be harassed, so far
as taxation is eoncerned, for any rupee that he insy make, whether in this
country or outside the country. These seem to me to be the main provi-
sions of this Rill.

Let me come to the main argument for the Bill, r‘ﬂ{r;'lel\‘", the relief of
the poor income-tax payer as against the rich ipgome-tax payer. What is
there in this argument? Nothing else than au attempt to divide again one
section of Indiuns against another section of Indisns. What is the good
of all these statistics that 2 lakhs and 40,000 would be relieved as against
10,000 rich payers of income-tax? On this line of rensoning where will you
stop? Because, supposing the Finance Member,—not the present one,
but his successor whoever he may be,—supposing he does not get aay
income, or snfficient income, which he thinks to be adequate for his pur-
poses, what is going to be the line of ressoning? The income-tax payer
who is going to be relieved today at the expense of the rich inesme-tax
payer will be told—or I suppose the population of India is some 88 millions,
out of which four lakhs are supposed to be income-tax pavers—if sufficient
money is not raised, these income-tax payers on a lower roale will be put
to the opprobrium of all the other millions odd people who do not pay
any income-tax, and they will be told—‘'Now relief is going to be given to
you at the expense of these imcome-tax payers who are at the level of
Rs. 2,000 or more.’’

Dr. 8ir Ziauddin Ahmad (United Provinces Southern Divisions: Muhama-
madan Rural): Why not tax the rich still further?
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Mr, Bhu_l&bh&i J. Dagai (Bombay Northern Division: Non-Muhammadan
Rural): Until the rich have become as poor as the poor.

Dr. @. V. Desamukh: What is the muin drain from India and what is
this relief? 1f there was a case of a person suffering from plague and the
doctor said, ‘'I want to trest the feet of the patient ut the expense of the
head, but not the parasite or the yiague that is affecting the patient’’, what
would you think of thut doctor—if not a rogue, an imbecile? This is practi-
cally the positon. The country is being exploited by means of securities,
income-tax free securities, sterling securities and debentures, pensions,
double income-tax relief, and as if that was not enough, the Finance Member
had added the provisions of domicile und non-domieile in this country, and
in the case of companies, whether the control will be Central, whether it
will be partially controlled or wholly controlled.  These are ull provisions
which are being put in in this Bill to support his countrymen to exploit
this country. The argument is brought forward with regard to double
income-tax relief, or the provisions under which income-tax is allowed to
go away from the Indian treasury—the argument is brought forward that
proniises were given—promises were given in 1920 or some time or other,
and, therefors, they must be kept. This may be .irate honour, it may be
even gangster honour, it may be a particular brand of honour, but this is
not the kind of principle which should be brought in when legirlation has
to be prepared and ndopted for rountry as a whole. What ig the amount
of incomne-tax that is nllowed to be exempted from this taxution? On
sterling securities and debentures alone, not less than 24 crores are exempted
fromn the provisions of the income-tax so far as the ludian treasury is con-
cerned. Leave aside the double ineome-tax relief, over which it seems to
me that ail kinds of figures were quoted and some justification was sought
to he made. TLet me take the instance of income-tax free securities and
debentures. Sav, for instance, that some non-domiciled resident, about
whom a good deal of care is being taken nt the present time,—supposing
he makes Rs, 10,000 in this country..—perhaps an illustration will exylain
better what T menn to put before the House. Suppose that Rs. 10,000 is
rent over to England by a person. 1 suppose he pays income-tax in this
country, and after he has sent it to Encland, he will get double income-tax
relief from this country under the provisions of double ineome-tax relief.
He invests these in sterling securities and debentures tax-free, and that
money again is invested in this country. He gets his income oun that, tax-
free. A gentleman can come over here and he ean enjov that income with-
out giving anvthing to the country where all this income narose. What T
want to know is this: Is this fair. is this richt?  After all, the income aceru-
ad, or arose in this country. Tt is to be paid at the expense of the Indian
tressury, and yet, in spite of all that, this so-called non-domiciled gentleman
¢an invest his manevg made in this  conntry tav-free in nernetuity, '[:f
thig i3 not tnx-dadgine, what is it? Tt ia woras than that: it is tax-gobbling:
practically, it is swallowine up the whole tax. Thig is the kind of position
that we arrive at so far as this is coneerned. What is the idea in this domi-
cile and non-damicile? T ean understand the nosition taken un that what-
ever ineome ia made in this eonntrv, whether it is domicile or not domi-ile,
let it be taxed on acernal hagia. T ean wnderatand thoat, By the wav, this
is oné of the thin»s we have in Tndin. which does nnt exist anvwhere elae.
certainly not in the civilised United Kinedom. T do not think that there
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is any difference of domicile and non-domicile for purposes of taxation in
the United Kingdom. ' u

Mr, 8. P. Chambers (Government of India: Nominsted Official): There
.are differences,

Mrx. Bhulabhal J. Desai: Over a very smull matter.
,Dr. @. V. Deshmukh: B_ut. not of domicile andnml’;dmmmle.

N

Mr. 8. P. Ohambers: Yes. douicile and non-domicile. 1f the Honour-
able Member wants full particulars, I can give them to him:

Dr. G. V. Deshmukh: 1 will certainly avail myself of the expert who
has come to this country and by whose services we bave been greatly benefit-
ed to'the extent to which I will have ocoasion to mention in my speech.

Well, Bir, this is so far as domicile and non-domicile is concerned. This
is 8o far as the individual is concerned. I do not understand why the invest-
"ments of these resident non-domiciled gentlemen should be sllowed to go
tax-free. I really do not see why my friends sitting on my left should go
‘income-tax free by this jugglery of domicile and non-domicile. I take it
that that income was made in this country. If there is such a thing as
‘accrual basis, which is supposed or which is intended to be applied to an
Indian, I do not see any reason why these gentlemen here shouid not pay
on an accrual basis. To let them go income-tax free does not seem to be
fair at all. In spite of the verbiage in clause 4, the purport of the whole
‘thing is to exclude the investment income of these gentlemen and I, person-
ally, do not see why that should be excluded. I am sufficiently broad-
‘minded and if Indians as well as these British foreigners pay their tax on
the accrual basis, then I can reconcile myself to that. On the other hand,
if their investments outside are to be excluded. T do not sce any reason why
the investments of my countrymen outside should be taxed at all, After
all, considerable help was given to the British, to make money by business
in this country, by their Government. What help have my countrymen,
who have gone outside on their business enterprise, got from this Govern-
ment? Absolutely none. On the other hand. every hindrance has heen
placed, in their way. 8o far as mv countrymen are concerned, their world
income is going to be taxed on un accrual basis. So far as these gentlemen
are concerned, their Government give'them export credit by the Act of 1920.
T want to know whether my Government, give any export credit to Indian
nationals in any way. T say, so far as their income is eoncerned, let them
be taxed, and what is more, it would be dishonest.of these people, who have
been obliged by their Government, if they do not pay.their tax to their own
‘Governments: but what moral justification or liability is on an Indian whamp
this Government has not helped.in any way at all, .1t at al. you have
hindered him. He makes money by his own enterprise and why should
a covetous eve be thrown on the investments of these people outside. The
argument that this Bill is intended to rope in the tax-dodgers does not
oppeal to me. Taking human nature intq, consideration, I say that the
tax-dodgers are not only in iy countrv. I find that tax-dodgers exist all
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over. I have here u respectable English newspaper, the Daily Herald.
You cannot deny that it is an English paper. You cannot deny that it is
‘written in the English language which will be understood by you gentiemen,
and, what is more, it is with regard to finance and industry, and I want
‘the House to particularly note the day—2nd November, that is to say, after
_the arrangement with Hitler, and when the British nation was really
shaking and absolutely frightened abouy their own safety. What do rich
tax payers of England do? The heading is “‘Tax-dodgers outwit the Tres-
sury again”. This is on 2nd November. You cannot say that England is
out of the crisis vet. 1f it is, then, what is the need for all this rearmsment?

8ir H. P. Mody (Bombay Millowners' Association: Indian Commerce):
How did they do it?

Dr. G. V. Degshmukh: My friend, Sir Hormusji Mody, is very anxious
to know how they dodged the tax. 1 do not blame him for trying to evade
the tax! If I could, I would try to do the same. This says that at o time
when the social services are threatened, big surtax payers in particular have
been shown by their lawyers how to continue to deprive the Treasury of
sums estimated at 20 million or 30 million pounds a year. This was when
the safety of the countrv was tlireatened. However, 1 do not want to
deviate from the point I was tryihg to make. Human nature is the same.
I need not moralise and say that your countrymen sre the only tax-dodgers.
My countrymen may be tax-dodgers ‘too, but there is more justification for
my. countrymen to dodge the tax than you, beeause vou have been made
what you are by the support of your Government and by the strenith of
_your Government. So far ns we are coneerned, so far as this House is
concerned and the position we occupy is concerned, we owe nothing to the
Government. We have worked for our own position. On the other hand.
this Government has always harassed us in a political way and also in a
regular gangster way, so far as finances and monetary considerations are
concerned. T will show vou present.y that this Bill also is not immune
from these. gangster ways so far as the income-tax payers are concerned,
and I say it is permissible in these circumstances to dodge this tax on our
part. You, gentlemen, have a voice in the spending of every penny of
your country, but one-halt of our income is spent on military expenditure
and defence and in & hundred other ways and on experts, including the
income-tax expert, without our consent and against our wish. I say that
our money is not spent with our consent; leave aside military and other
expenditure, even on experts inciuding experts for this Income-tax Bill,
and not only that but very often it is spent against our wish and, therefore,
the point I am making is this, that so far as tax-dodging is concerned, it
is u universal human instinct; it is not particularly in India that you find
this tax-dodging but vou will find that this instinet of possession, being
a hurnan instinet, exists in all countries, and no Finance Member need
gtand here and moralise about that and say that India is a country of
tax-dodgers and T want to get hold of them, and that I want to plug up all
the loop-holes. Whatever vou may do, the more the so-called civilization.
the better the way of evading the tax and I do not think my poor peop}c
are up to the same trickery and cleverness that the Finance Minister will
find in his own country. That being so, it seems to me that some of the
provisions of this Bill seem to me to be most unjust and repugnant to my
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sense of fairness. What are we supposed to pay all this money for? Be-
fore I proceed to the other part of the Bill, Jet me say this, frankly, I am
willing to treat you gentlemen as my equals, as the equals of Indians liable
to the same taxes and liabilities, no more than I am prepared to.pay and
am liable to the same taxes and liabilities, but nc exemptions: therefore,
if you are prepared to agree that all the incomes which accrue, whether they
are domiciled or non-domiciled, should be put on an accrual basis, 1 for
one am willing; on the other hand, if their investments are allowed to be
taxed on a remittance basis, it is only fair that the investments of my
countrymen and merchants outside the country should also be on a remit-
tance basis and not on an accrual busis; and if this refoxm is not brought
about in this Bill, well, as the Law Member always asks us to have an
astrologer with respect to Federation, I think we will also want an astro-
loger with regard to this Bill,—as to what is going to happen to it. As
to, whether the slab systemn or the step system is going to give us more
income.—1 may request the Law Member to transfer the services of the
same astrologer to this Income-tax Bill. But if that reform is not brought
about, then I for one, so far as I am concerned, with the cross injustice
and the jugglery in this clause 4, would request the House to drop the clause
altogether.

Now, Sir, so far as provincial contributions are concerned, I said that
what is an Indian supposed to do? In the expectation of these provinecial
contributions we are supposed to give up every right that we possess as a
citizen or as a subject of a civiliced State. I am supposed to allow the
Maharajah of an Income-tax Commissioner to come into my house between
morning and sunset at any time. Now, I was surprised that an English-
man like Mr. Town yesterday said that this was necessary. Why is this
necessary? This is encroaching on the primarv rights of any subject of a
civilized State. Does an Englishman allow an incoine-tax officer to go into
his house hetween morning and sunset?

An Honourable Member: Yes.

Mx. K. Ahmed (Bajshahi Division: Muhammadan Rural): What about
the doctor who trespasses into the Zenana?

Dr. G. V. Deshmukh: T must say that till my friend, Mr. K. Almed,
started talking in this House, T did not know till that day what a dark
backeround the present Finance Member has. T would advise my friend
to vhitewash it.

Am T supposed to admit anybody into my house hetween morning and
evening and to check iny accounta? 1 would even ebject to his goimg into
any business premises, hecause what business has he to go into business
premises? After all, this Maharajah of an income-tex officer is supplied
with the names of all the emplovees of the firm or company, as Mr, Town
pointed out vesterday. Not only that, when salaries are paid, he is supposed
to take the income-tux out of it; in the case of a company he is supposed
to deduct the income-tax and the sur-tax. What I want to know is—what
is this gentleman paid for? His life is so comfortable—to use the word
of an Honourable Member who spoke vesterdny, so ‘‘khoosi’’, that he has
nothing to do. Sir, we have only heard of Hitler and Mussolini. I think
this gentleman is a Maharaja and & Hitler and Mussolini all rolled into one.
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The names are t% be supplied to him, he is an authority against whom no
appesl can be made except by very rich tax-payers whom this law is sup-
.posed to put to some kind of trouble, and to whom only relief can be given
by this gentleman. The poor tax-payer, for whose benefit this law is
going to be enacted, I do not see how he is going to get the benefit of this
appellate tribunal and what legel redress he is supposed to be given in this
B;ll? Even his mathematical powers are not to be taxed because all the
income-tax and super-tax is going to be deducted before lists are going to
be supplied to him. .My friend, Mr. Town, yesterday asked for a discount
or brokerage from the Government for the firms which supply these parti-
culars, Why should not individuals be paid something for supplying all
the information that is proposed to be given in this Bill; otherwise T want
to ask the Finance Member—what are we paying nearly s crore of rupees
to the Income-tax Department for? If you look at the expenditure upon
the Income-tax Department we are spending on this Department a sum
between Rs. BO lakhs and nearly a crore of rupees, roughly. The interest-
ing part is that while the receipte of the : income-tax -are. dwindling the
expenses are going*up. When the income-tax was 15 crores, the expenses
were 70 to 80 lakhs. But when the income-tax goes down ito 13 crores the
expenses go up from 70 to 80 lakhs to 90 lakhs. TIf an individual is sup-
posed to supply everything that is wanted then why should the expenses
be incurred? What should be the proportion of the expenses? One crore
to 18 or 15 crores. That is for every Rs. 15 that the income-tax office
makes, it is spending about a rupee, on the expenses itself. 1 pay that as
a tax-payer. In spite of that I am going to be haragsed and be asked to
fill in all kinds of forms. I must make compulsory returns as soon as
public notice is given. Why can’t this gentleman issue specinl notice as
well as public notice. After all I am paying all the expenses for my
convenience. Who issues compulsory notice? Supposing I start business.
I must write to him where I am going to start business, vocation or profes-
sion. If I discontinue the business, I will have to write to him. If some-
body makes Rs. 200 interest, he must write to him. The gentleman who
makes the money has got to write to the income-tax officer so that he may
naot be troubled in his comforts, Even though somebody loses Rs. 200 in
interest, even then he must write. Are there any such harsh provisions
anywhere in the world?

The Honourable Sir James Grigg: Yes, in England. The - payer of
interest has to deduct the tax and account for it to the Inland
Revenue. Would the Honourable- Member like that svstem to
ba introduced in India?

lem’

Dr. G. V. Deshmukh: If the Honourable Member would introduce the
entire system regarding income-tax that is prevallmg in England I would
support him in everything.

The Honourable Sir James Grigg: We are giving it to ..ynu .

Dr. @. V. Deshmukh: You are giving it to me like an Englishman who
comes to India and sheds all his good qualities. T do not want to deal
with an Enelishman like that. I should like to have Englishmen with all
their English qualities. You have taken things from: England shorn of all

decent qualities and you want to pass them on as an English measure.
D
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‘The Honourable Sir James Grigg: 1 do not want to go into any indi-
vidual comparison. The Honourable Member asked whether I could tell
him any country where there was such a harsh measure. The instance 1
gave was one much harsher.

Dr. G. V. Deshmukh: You tell me about companies. I asked you about
individuals.

The Honourable Sir James Grigg: Individual payers of interest have
themselves to deduct tax on account of the Board of Inland Revenue before
they pay to the lender.

Dr. @. V. Deshmukh: [ accept that. I will presently ask you to give
all the individual allowances, all the considerations which the English
people have. :

The Hondurable Sir James Grigg: That is another story.
Dr. G. V. Deshmukh: Whatever exists.

The Honourable 8ir James Grigg: The Honourable Member cannot get
away with it like that. He said in one particular, “‘Can he give me any
instance of incomne-tax in the world where such u harsh provision exixts?”’
! have told himm one exists which is much harsher. He cannot get away
with by drawing red herrings—or, if T may mix a metaphor—by using a
loud voice.

Dr. G. V. Deshmukh: Tt is very likely that after all L have copied it
from the Honourable Member. My experience of the l.egislature is not
much, and, after all, subconsciously T might have taken the Honourable
Member as my model. Tt is no good telling me vou have some of the
provisions of the United Kingdomn. T say this for this reason. Somehow
or other my country seems to he most unfortunate in all respects. People—
no called experts—come out here and go about the world at our expense
and study things abroad. The income-tax experts cover the whole world
at our expense and find out that dividends include bonuses shares some-
where and that distinction they copy from Western Australia and they
import this wool into this country from Australia, a thing which was
completely rejected in England. You have at present depreciation allow-
ances to be put on the writing down value, instead of on the cost basis.
I know this is also in Englund but was not a choice given to them whether
tht}a_v will have deprecintion value put on the cost or on the writing down
value?

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

Dr. @. V. Deshmukh: The right of assessee whether debts are recover-
able or irrecoverable. Here the Maharaja of an income-tax officer is going
to determine which debts are recoverable and which are not. What is
the provision in England? Ts it not that reserve is allowed there? What
happens to husband and wife in this country? That is coming to the
social side where perhaps T will ot be contradicted as often as I was
contradicted before, no doubt due to my mistake, T assume. What hap-
pens in the case of husband and wife in England?® ' -
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The Honourable 8ir James Grigg: 1 do not know.

Dr. G. V. Deshmukh: Dependants are included in it. In Englund a
husband and wife are taxed on the aggregate income. I am perfectly
willing to accept it in this country with due allowances. You will have

the same law in this eountry. Every kind of allowance iz given in
England.

.The Honourabls Sir James Grigg: The Honourable Member must

know that the husband and wife provision has now disappeared from the
Bill before the House.

Dr. @. V. Deshmukh: All the same you are going to charge the rate on
the aggregate.

The Honourable 8ir James Grigg: No, Sir. Unless you have got onc
of those beautiful partnerships.

Dr. G. V. Deshmukh: It only means that sense has dawned on the
authorities who framed the income-tax law. 1 can only hope that a little
more sense will dawn on them and that all the objectionuble features will
be removed. Is any allowance going to be given to children in this
country? According to the report of the Income-tax enquiry, this is
very much married country. Marriages are very common in my country.
In England allowances are given to children for educational purposes. 1
really do not see why these huinane considerations should not have been
introduced in this meunsure. As marriage is verv essential in this country,
every father has to get his daughter married. There, in England, you
give an allowance of £50 till the age of 16 till the children are educated.
Why should the authorities who framed this Bill be blind to that here?

The Honourable Sir James @rigg: [ wish I were deaf.

Dr. G. V. Deshmukh: [ would like vou to be dumb. What is the average
expense of & man who is going to pay income-tnx on income up to
Rs. 8,000? Supposing he has a daughter to get married. Does the
Honovurable Member know anything about it?

The Honourable 8ir James Grigg: 1 cun return the challenge. Does the
Honourable Member know anything about people whose incomes are up
to Rs. 8,000 a year?

Dr. @G. V. Deshmukh: The Honourable Member is very wrong. I will
tell him that T am a born and bred agriculturist. Before I took to
medicine and settled down in Bombay, it will be a matter of some informa-
tion to my Honourable friend that T passed my life in the village and T was
brought up there and so T know more nbout those people who payv income-

tax on income up to Ks. 8,000 than either the Honourable Member ar
his predecessors or successors will ever know.

The Honourable Sir James @rigg: Agricultural .people do not pav
income-tax.

Dr. G. V. Deshmukh: Agriculturist in this counfry does not pay
ineome-tax, but I want to ask the Honourable Member how he includes
the total world income.

The Honourable Sir James Grigg: Agriculturist.
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Dr. G. V. Deshmukh: Let me now speak ffom my loosl experiente in
Bombay. There are many State subjects in Bombay from = Kathiawar
and Porbunder. SO AU A ¥

The Honourable Sir James @rigg: Who carry on agriculture in Bombay

Dr. G. V. Deshmukh: Who have agriculture in States. Is it exoluded
or included? ' CTe s T e e

The Honourable Sir James Grigg: Included.
PR iE
. Dr. G. V. Deshmukh: Why? You take his total income and you include
in it his agricultural income from the State. . _
__ Mr. Deputy President (Mr. Akhil Chandra Datta): The Honourable
Member can resume his speech after Lunch. S ‘.

o T‘\he Assembly then adjourned for Lunch till Half Past Two of the
OCK.

o

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

Dr. G. V. Deshmukh: [ was talking about local conditions in the
country and I was submitting that considerations should have been given
for social conditions prevalent in this country. Just as in England
education is concerned a very important matter for children, similarly, in
this country, so far at any rate as a daughter's marriagé is concerned,
it is very important, it is almost a religious duty on the part of the
parents. I should like to know from the framers of this measure as o
why uo allowances are allowed in the case of income which is to be spent
for expenses of marringe of the daughter.. I am not speaking merely bv
way of criticism, but T hope that those who are responsible for the Bill will
take hints from it and modify the provisions accordingly. Otherwise, the
Bill is likely to go to posteritv, not only for us, but also for our successors
and generations with very bitter state. I do not want"tq criticisé un-
necessarily. I also -want to be helpful, as much as I can, and offer
oonstructive suggestions at the same time. '

Let me now come to the other social side, that is insurance.
I do not know why a limit of Re. 6,000 is put down. T would like to
know from the expert whether there is any limit of insurance in the
United Kingdom?

Mr, €. P. Chambers: There are such limits in the United Kingdom.

Dr. @. V. Deshmukh: They get allowance on the gradual rates so far as
insurancg premium- ig concerned. I reallv do not see how there can he
very many in this country who would insure for & sum carrvinge more
than Rs. 6,000 as insurance premium. For a few persons here and there,
it does not seem proper that he should make a law 'ﬁmﬂing'--'insTmnm
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premium to Rs. 6,000. You must leave it to common sense and there
should not be a regular statutory provision in the Bill. T think this limit
of Rs. 8,000 may be conveniently dropped.

Then, with regard to private trusts, 1 sam not here fo say whether
religious faith is good, bad or indifferent. Personally I belong to a
rationalist school. I have respect for all religions and respect for no
religion. You have to take into consideration the fact that in this country
some are made to pay income-tax for certain religious faiths and there is
no reason why a man should be prevented from making a private religious
trust if he wants to. I do not see why this should be taxed? Why should
a man's faith be tuxed. 1 cen understand a man’s income being taxed.
But here they have gone further, not onlv is his home to be invaded—I}
will not go over the ‘whole thing again. I say it is very wrong that a man
should be penslised by way df income-tax so far as his religious faith is
concerned. I find the same thing with relation to settlements and dis-
positions. I ‘personally have no doubt that there are some who misuse
this power and that they do make settlements and dispositions for the
sake of dodging income-tax, but I refuse to think that everybody does
the same. I can' give vou a cnse in point. Some persons, particularly in
the Hindu community, may be forced. According to Hindu law if & man
has no soms, then in a coparcenary property at anv rate in the school
ruled by Mitakshara law, if he has only daughters, then it is likely that
nothing of the property will go to his daughters after his death. Under the
circumstances & man makes a trust under the Mitakshara law the wife also
hag absolutely no claim to the property. Supposing & gentleman governed
by Mitakshara law has his wife and daughters and he makes a settlement
in favour of his daughters or his wife. Why should it be taken that it is
merely for the purpose of evading income-tax law? He does not want to
have any bother after his death, he wamts to see his wife and daughters
properly provided. I can understand a provision like the one in the Bill
if a settlement or disposition is made which can be ‘proved to have been
done for the purpose of tax evasion. But I cannot understand a whole-
sale provision like the one in the Bill, which takes for granted everybody
to be fraudulent merely to evade income-tax. Therefore, a provision
wherever it is made to penalise the settlor or the disposer is entirely
wrong, and foreign to the spirit of proper legislation.

- We were talking about agricultural income. I am sorry I dis-
appointed the Honourable the Finance Member. I have a great deal to
say about it. He must have realised by now.

The Honourable Sir James @Grigg: You tell me so.
Dr. G. V. Deshmukh: Whatever T tell you vou can believe blindly.
The Honourable Sir James Grigg: Not about incr.';me-tax. I assure vou,

Dr. G. V. Deshmukh: Some people are incorrigible. T cannot help it.

As far as agricultural income is concerned, T am for clean legislation.
I do not like these qualificutions. So far as British India is concerned,
sgricultural income is excluded and it should be. I do not say no to it.
T do not approve of the argument advanced that an agriculturist even if he
has a yard or a cubit of land has to pay land revenue whereas a Iusiness-
man is exempted up to a limit of Rs. 1,500 or Ra. 2.000 Tf vou want to
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tax agricultural land as a matter of legislation I can reconcile myself to it
I say T agree again. It is not ue the Honourable the Finance Member
knows that this provision i not going to be misused. How about the
palatia]l mansions of Bengal landlords in excluding from agricultural
income? That has been excluded as has been pointed out in one of the
official reports. The one position vou take I can understand. What I
cannot understand is this—I must speak in the interest of my oconstitu.
ency—in Bombay there are many State subjects from neighbouring States,
Kathiawar, Gujarat. Many of them are well to do State subjects having
agricultural income from their States. If the agricultural incomes are
excluded in the case of British subjects, why should these be included in
the case of State subjects. I do not hold with this'‘that any particular
section should get a qualification whether in Burma or anywhere. What I
say is this if the agricultural income is to be excluded, it is not that Indian’
State subjects should not get this exemption. It is very urdair that you
should -tax them according to the world income and include his agricud-
tural assets therein. Here, again, 8o far as the total income is concerned,
it has been ehanged into total world income. If vou want to keep that, T
bave no objection, but what I cannot understand is, while vou will tax
hig total world income, vou will not allow anv interest if it is to-be sent
omt of British India. 1 hope to go into the matter in detail when the
amendments are moved. If you want to tax a man’s total world income,
then vou must certainly allow his ‘world losses as well, whether it ia.on
mortgages or interest. You cannot prevent that man from paying imterest
outside, but vou will not give any exemptions or make any allowanees on
that aceount, and that, T think, Bir. is verv wrong,

Again, 8ir, 1 hope the House will excuse me for dilating on the
subject of agricultural income, for this reason, because it hus been stated.
that this Bill is intended altogether for the relief of the poor tamepayer
aguinst the rich tax-payer. 1 myself honestly think, Sir, that in spite of
the cheap gibes of the Finance Member against trade representations and
propaganda and telegrims which he quoted, this Bill is going to affect
the poor sgriculturists very badly for this rensom. After all, what is the
incowe from business to an average businessman? 1 do not look at it
in an sbstract way. A man who is trading ontside India can only trade in
export or import bhusiness. So far as Indians are concerned, we are, to
begin with, mere producers of raw products, and the cry ll through for
the last so many vears hus been that our export trade has heen declining
and our prices have been falling. And what is the meaning of the Ottawa
Pact? During the last four vears we have been in this House we have
been hearing n good deal ubout the fall in the prices of agricultural produce,
that prices of agricultural products should be increased, in fact all kinds of
suggestions have been’ put forward. Now. when vou are going to tax
vour merchants for world incomes, what are vou going to tax them for
so far as the Tndian merchants are concerned? They export your raw
produce outside, in other words they are helping vou to increase your
export trade. On the one hand vou sav. raise tariff walls so that outside
products mav not come in and the export trade of the country may bhe
stimulated. in order that our agriculturn] produce may fetch bettor prices;
on the other hand, vou are penalising the man who is carrying on the
export trade by taxing him on whatever he makes outside. Sir, it does
seem to me that the House in agreeing to a proposition like this will he
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taking up u very inconsistent position. 1 must say that 1 do not under-
stand the conflicting urrangements. Besides that, what is the condition
of your export trade? So far as the agricuttural products are coneerned,
are you in a flourishing condition? No, certainly not. Your rice export
from Bengal has gone down by about one-fourth, ~vour wheat_ export has
gone down by about one-third; agriculturists in the Punjab are howling
that they do not get uny price for-their produce, and the Berar and
B?mba.y‘ are shouting because the prices of cotton have gone down.
Millet, jowar,, maize and other things which we used to export to the tune
of about four hundred thousand bags have come down to about 40,000, and
then on the top of all this, vou talk of taxing the income of the agricul-
turists on a world income or acerual basis!

8ir, 1 think the whole scheme has been conceived from s wrong stand-
point ; it is conceived only from one point of view, and that is, with the
whole idea of getting money, more money and more money, no matter by
what means it is got. It can be collected, no doubt, for a purpose, and
that is for provineial contributions, but again I shall repeat here, we are
not going to sell our birthright for a mess of pottage for the sake of
provineisl contributions. Do you mean that for the sake of these provincial
-contributions we should vield to anything and everything that you propose?
Are we to submit to some of the powers which you propose to give to the
Income-tax officers, like the power to enter vour house or to re-open an
assessment account if he wants to do so? The Honourable the Finance
Member in answering some Honourable Member said that you cannot
claim logses for six yvears if vou cannot render accounts for six vears. I
agi‘ee with him entirelv. T say vou cannot claim losses for six years, and
it is only fair that vou cannot claim accounts for six years. But what I
should like to know is this,—how can the assessment question be re.
opened by an Income-tax officer under this Bill? I suppose in t-_he
English law and in the laws of the U'nited Kingdom the wards ‘if he dis-

covers’ must be there.

Mr. S. P. Ohambers: Yes, if he discovers.

Dr. G. V. Deshmukh: Well. if vou use the same words here, 1 have 0
objection.

'The Homourable Sir James Grigg: 1 am afrauid the Honourable Member
has not read the Bill. The word ‘discovers’ is in the Bill:

Dr. @G. V. Deshmukh: The Bill has been chunged so manv times that T
can only go upon what has been supplied to me

The Honourable 8ir James Grigg: The Honourable Member had better
mistrust what is supplied to him next time.

Dr, G. V. Deshmukh: Unfortunatelv, I am not in the habit of confer-
ring privately with any Government Members on the oppasite side, and,
therefore, T can only go by the printed matter which has heen supplied
to me. The Honourable Member will perhaps excuse me if T don't have
any private conferences . . . . . :
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The Honourable 8ir James Grigg: 1 can excuse himn, but I do not think
he ought to be excuBed for not reading the Bill and making observations on
it before he reads the Bill. -

Dr. G. V. Deshmukh: If you have already made changes in the Bill
hy taking some of the suggestions thrown out from this side of the House,
I am really very glad, and I do hope that better sense will dawn on the
framers of the Bill to incorporate and embody almost all the suggestions
that may be made from this side when we come to deal with the amend-
ments.

Well, Sir, I do not want to take any more time of this House. Under
this Bill the powers which you are giving to the income-tax authorities are
enormous,—right up from opening accounts on his own whims and caprices
down to entering our hearths and homes. This is a thing, Sir, which no
self-respucting subject of any Btate would ever agree to. I have no objec-
tion to having a uniform law without having all this show of control, of
domicile, non-domicile and so on, to help your friends, or to invent means
to help them at the cost of the poor tax-payers of this country. 1f seems
to me, Sir, that the Bill, ar it is, is saturated with and is full of dishonest.
methods for extracting money from income-tax payers. If you want'
the people of this country to pay income-tax in a moral way, you cannof
introduce immoral provisions in the Bill.

Now, 8ir, it is a matter of deep regret to me to find that Honourable
Members from all sides of the House have been appealing to the Honburable
the Finance Member to use this authority very sympathetically and kindly.
I say it is an attitude which I cannot agree with. All these pathetic appeals;
to my friend seem to me very disgusting, for thie reason that we are here to
make legislation. It is our responsibility and our decision to givé“bim
what power the income-tax authority should have. . . . . . A

The Honourable Sir James Grigg: If that is so, it is the HonoGrable
Member’s responsibility to read the legislation he is making.

Dr. G. V. Deshmukh: Tt is quite likely that the Honourable Member
opposite is saturated with legislation about income-tax only, and, so far
as the general principles of legislation are concerned, he has either paid
no attention whatever to them or probably he was unable to understand
those principles, because from my medical knowledge I know that when
a man is particularly interested in one subject, he bacomes blind, deaf iand
dumb, he becomes incapable of assimilating any general ideas on other
subjects, and, therefore, I will excuse the Finance Member for his re-
marke. . . . .

The Honourable 8ir James Grigg: For your mistakes ?

Dr. G. V. Deshmukh: I say, 8ir, that these appeals, whather they come
from the Kuropean Group or any other Group, seem to me to be very
inappropriate and insulting and not consistent with the self-respect of this
House. After all we are here as legislators. It is our duty to see what
power we will give to the Income-tax Department, particularly o Depart-
ment tc which we pay the enormous sum of nearly one crore of rupees
memly for collection of income-tax. We, as self-respecting subjects of a
State, should not be prepared to subject ourselves to all kinds of individual



THE INDIAN INCOME-TAX (AMBNDMENT) BILL, 3309

ignominies. So far as business is concerned, perhaps I could have gone
into the business side a little more but I have no desire to. All I am keen.
on is that the individual rights of & subject should not be trampled upon,
and, particularly, when it comes to the duty of the Legislature itself it is
no good taking up u ridiculous position and hand over powers to the execu-
tive to tyrannise you and oppress you and then: miake pathetic appeals
asking them to use this power sympathetically and kindly and to remove
this evil and that evil. If you think that the power is going to ‘be misused,
it-i8 your duty as legislators not to hand over that power, and I hope, Sir,
that this House will keep this in mind and legislate accordingly and will
not give powers to the executive which interfere with individual rights..
with industry, with prosperity and with the happiness of this country.

- Mr, Muhammad Nauman (Patna and Chota Nagpur cum Urissa:
Mulwmmadan): Mr. Deputy President, we have all carefully heard the.
speeches of the Honourable Members of this House and especially of the
Honourable the Finance Member and the Leader of the Opposition who-
have certainly placed the Bill in a8 more lucid manner than the other
Members have done. I must confess that the language of the Bill and-
of the Act of 1922 as well is vague and ambiguous and it is very difficult
for anybody to understand the different implications contained in these
measures unless they know the practice. I should think, meaning no
disrespect to any of my friends and colleagues, that only a few of them
have been able to digest even half the subjeet, intricate and technical as:
it-is. My Honourable friend, Sir Homi Mody, confessed that on the-
floor of this House yesterday and if a man of his merit and connections
in business world has not been able to understand the language as much
as he should have been expected to, well we can see how vague and
ambiguous the language used in different clauses is to most of us.
Frankly spesking; for myself I have found enormbus-difficuldy in- under-
standing the clauses and their implications in spite of my knowledge of
law and of economics and close association with Commerce and the trading
community of India. - ' o

I understand the chief purpose of the Bill is to minimise the chances
of tax-dodging and to catch those who have been avoiding payment of
the tax in spite of their capacity. That is what the Honourable the-
Finance Member has told us in his opening speech this time. On the
question of tax-dodging, Bir, the best test is the mumber of penal cases
which have been placed by the Government on the record, since the Act
came into existence—I mean the Act of 1922, Those statistics must be
available to the Government. How many pensl cases have been brought
and with what results? We do not know. If the statistics had been'
placed before us we would have been in a better position to judge how far
tax-dodging was going on in this country and whether it has reached a
stage where legislation of a more rigorous kind is necessary. Then again,
it has been further alleged and probably correctly, that some of the
assessees maintain duplicate sets of books, one for the Income-tax De-
partmont and another for their own use, and Sir Homi Mody has sug-
gested on the floor of the House that even triplicate books are main-
tained, the last for the use of partners and the lowest figures ure con-
tained probably in the set which is produced before the Income-tax De-
partment. Now, as regards that also we should have been given some
idea as to the suthoritv on which the Government relies that such things
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are going on. Yesterday, Mr. Town also stressed thé practice of these
things by some assessees. 1 do not know his source of information, unless
it be an intuition to him as some one savs now.

An Honourable Member: No, a Confession.

My, Muhammad Nauman: Then, I wish we had some wore people in
the House to confess that they are maintaining duplicute sets of books.
Naturally as Mr. Town belongs to a commercial community and a confes-
sion in his case means the maintnining of duplicate sets of books by his
section, He cannot mean anyvthing else. However, Sir, on this basis
provision is being made to give the Income-tax Officer the right of free
entry into premises, and that means not only the busindss premises but
all such premises in which the Income-tax Officer thinks be will be uble
to catch a tax-dodger or his books which he may be maintaining for tax-
dodging. My submission on that point is, 8ir, that this clause would
harass the honest assessee motre than help to “cutch the dishonest one.
[ will not make the assertion that there are not tax-dodgers at all in
India. There might have been cases of duplicate sets of books being
maintained ; but in my opinion they are so few that they do not require
as vet such a rigordus clause being placed on the Statute-book as to put
all the assessees in the rategory of criminals. Now, 8ir, as regards this
I think the Honourable Member does realize that the powers propoded to
be given are more apt to he abused than used rightly. We have had suffi-
cient experience in this country of the way in which police officers behave,
of the way in which even chaprarix have been over-uwing gentlemen,
and if this power is given to any income-tax officer '

An Honouwrabls Member: And how the jamadar collecting vour r:entn
behaves. )

Mr. Muhammad Nauman: That does not arise. If at all amendment
was necessary the essential feature of the Bill should have been simplifica-
tion of the language 80 that it would have taken out of the present Act
the vague and ambiguons parts of it, The most essential principle for a
taxing legislation is that it should be couched in simple and explicit
language, so us to be intelligible to the uverage tax-payer on whom the
burden falls. In England there was a Royal Commission appointed in
1920 with definite term of reference that the language of the Act should
be simplified, and the Codification Committee wus appointed with the
sole object of simplifying the lunguage. It was uppointed somewhere in
1924-25 under Mr. Winston Churchill the then Chuncellor of the Exche- -
quer. The personnel included eminent lawvers and accountants and
although that committee made its report, Purliament has not vet given
its sanction, they still think that the language there is ambiguous in cer-
tain parts. That is the story of n nountry, Sir, where literacy is practi-
cally 100 per cent., and the Honournble Members can realise the position
of this country where literacy on the nverage is hardlv ten or even five
per cent. and where there are a dozen methods or more of accountancy and
not one method as in the United Kingdom. 1t is most surprising that some
parts of the United Kingdom Finance Act have been taken but not the
whole. The Enquiry Committee appointed under our Expert, Mr. Cham-
hers, did not recommend any negotiations even with the United Kingdom
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or other countries for reciprocal arrangements. When we were thinking
.of taxing world income, 1 think it was only fit that they should have
entered into negotiations for reciprocal arrangements, at least with the
United  Kingdom and the dominions,

Before coming to the clauses. let me point out that the Bill is not
based on the fundamental principle of the cupucity of the tax-payer to
pay. In other countries like the United Kingdom we find that allowances
have been given for expenses of a personal nature and for wife and children
and house-keeper. This was dineussed yesterday by Sir Homi Mody
and just now by Dr. Deslunukh at full length. 1 need not dweR on the
necessity for such allowances. Thev should have been taken into com-
sideration when examining the question of the tax-payers’ capacity. I
understand a proposal was placed before the Enquiry Committee but was
turned down on the ground that ‘‘married condition is the prevalent condi-
tion in this countrv’’. Tt is somewhat surprising to me to hear that: T
do not know of any part of the world where the prevalent condition is an
unmarried life. As far as my knowledge goes in the United Kingdom
and in all the dominions including Australia. (‘anadn, South Afrien, eto.,
these allowances are given when assessment is made on individuals . . . .

Mr. K. Ahmed: For four wives and children!

Mr., Muhammad Nauman: No provision has been made here for allow-
spx  Moce for even a single wife. The prevalent condition is one wife
.. only. Legislation could have been passed giving allowance for

one wife and treat the others as a luxury. But that has not heen done too
and this is the tragedy of taxing prineciple.

Another point which was made vesterday bv Mr. Town was that
many people who have the capacity to pay escape paying taxes and by
paying capacity he said people getting about or just over Rs, 2,000. He
does not realire that a man earning that figure has hardly anvthing left
if these allowances are given. It is in this country alone where the allow-
ances are not given that Mr. Town says people are escaping tax. (Inter-
ruption,) I am not conecerned with what he meant; 1T am concerned with
what he said; and he definitely said on the floor of the House that he
knew many petty shopkeepers who were making about Rs. 2,000 and who
were escaping. But he does not realise the unfortunate lot of those
people that they are practioally living on nothing and they do not have
capacity to pay in the real sense of the word. These facts should have
been apparent to the expert Mr. Chambers who was brought out here to
study those things and advise the Finance Department on the same lines
as in his own country.

Now, 8ir, no guidance has been given to the income-tax officer regard-
ing allowances for expenses. Certain lines have been vaguely sugpgested.
but no guidance in clear and explicit terms has been laid down in the Bill,
nor was it in the Aet which has been in operation so far. T personally
know of hundreds of husinessmen in Calcutta who maintain a kitechen for
their clients on the basis of time-honoured custom of the trade and allow
board and lodging to their servants as part of the contract of their service—
when they pay Rs. 10 or Rs. 20 or Re. 30 to their servants, they also
give the benefit of food and lodging
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The Homourable Bir James @rigg: That is allowed.

Mr. Muhammad Nauman: No guidance has been laid down in the Bill,

:Eit: I know that the hide and skin merchants of Calcutta are not'allowed:

The Honourable 8ir James Grigg: You bring the cases to my notice.

Mr, Muhammad Nauman: Thank you very much. The other case is.
that of a partner or proprietor living on the premises and managing the
business as manager and no allowance being given for his expenses. I°
know of many cases in which the premises in which the Yusiness is bei
carried on snd are also ocgupied partly by the proprietor or partner :nnﬁ
the rent of that part is disallowed by the income-tax officer in his own
discretion. - Again, if a purtner or proprietor visits his office to examine
the accounte once a year and takes & house for two or three months on
rent for this purpose, that rent is not allowed: it is assumed probably,
that he went to Bombuay or Calcutta or Madras or wherever his office be.
situated on a luxury excursion. 1 submit, Bir, that some sort of guidance
should have been given in the Bill in unequivocal and clear termg saying
that such and such items or natures of expenses would be allowed and o’t{ers-
would not be allowed by the taxing authorities as expenses of business.
Everything has been left to the discretion of the ihcome-tax offider, and,
probably, he can make the life of any respectable and honest citizen or-
assessee A8 miserable as it may lie in his power to do. 'This i8 something
which appears to'me to be against all equity. In al the other departthents’
of the Government guidance has béen 'givén to the officers in clearterms-
but in the case of the Income-tax Department, 1 find that in spite of the
efforts of my Honournble friend, the Honotirable the Finance Member, to-
overhaul the machinery of the Income-tax administration, about which
he is really anxious, no substantial improvements have been proposed in
the interests of this country—what I submit is that the Honourable the-
Finance Member should give such guidance and put in such provisions
as would not be ambiguous or vague and would give an honest asséssee a
chance to make the income-tax officer understand things if he is not' able
to do so himself. ‘ '

T find instance of ignoring ‘'tax-payers’ capacity to pay’’ by the provi:
sion of clause 17 in this Bill. We have already in the Btatute section’
16 (3) in which the income of the wife from assets transferred by the:
husband or the income of the wife in a partnership concern in which the
wife becomes a separate and independent partner is amalgamated with
the income of the husband. There is a similar provision in the Act under:
which the income of a minor child from assets transferred by the father
is included in the total income of the father. Sir, under the Muslim law
the Muslim ladies have a separate existence and the wording of section
17 is:

“Where two persons are husband and wife, the tax payable by either sponse, on
bis or her total income shall be an amount bearing to the total amount of the tax
including super-tax which would have been payable on the sum of the two total
incomer had such sum been the total income of one individual the same praportion as:

the total income of such spouse hears to the sum of the two total incomes.'
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Mr. 8. P. Ohambers; May I just remind the Honourable Member that
#hat part; of clause 17 has been deleted in the Select Committee?

Mr. Muhammad Nauman: I am sorry then. As my feelings were a
little strong on this, because, from the Muslim point of view, Muslim

ladies have a separate existence and that pos:tlon should be recognised,
and also the question of Dower debt

The Honourable Bir James Grigg: We have accepted thah argument

Mr. Muhammad Nauman: On the question of trusts, I want to say
this. My Honourable friend, S8ir Muhammad Yamin Khan, has, .fully
discussed that question, as to how the Muslims feel on the subject of
waqfs and wagf-alal-4ulad, but, T want to add just a few words. This
theon has been accepted in the Bihar Agricultural Income Act, and the

aqf has been exempted from any taxation. I do not see why ‘this prin-
clpe has not been enacted here up till now. I hope when we come to
discussion on amendments the Honourable the Finance Member would
accept our amendient and see that the feelings of the Muslims are re-
dressed, in so far as the waqf and waqf-alal-Aulad is concerned. There
should be made no distinetion on the question of waqf and wagqf-alal-
Aulad, that is, a trust private or public. So far as the Muslim law goes,
there is no difference between the two; they stand on the same level
according to Muslim jurists. It is difficult to understand where the private
trust ends and public trust begins. If one starts a school for the benefit
of poor boys of the village, is it a public or a private trust?

Mr. 8. P. Ohambers: Public trust.

Mr, H‘ﬂhlmmld Nauman: Fven if it is s:tarted for a certain com-
munity ?

Mr. 8. P, Ohambers: Yes.

Mr. Muhammad Nauman: My Honourable friend, Sir H. P."Mody, has
jucidly dealt with section 25—the power given to the income-tax officer of
declaring dividends six months after the last meeting of the shureholders if
there has been no such distribution. Dividends are to be declared by the
income-tax officer not out of the available profits of the company but such
dividends are perhaps to be declared disallowing all .prelitninary expenscs
and all such items of expenses which are technically looked upon as legi-
timate items of expenditure but do not convince the income-tax officer of its
relevant necessity as urgency. The question is where are the dividends to
come from? Again, the next clause makes the position look still more
difficult. I am referring to the provision # a company has its reéerve fund
sufficiently accumulated the income-tax officer has the power of making
himself the sole de facto director of the board and declaring the dividends
in his own discretion. The share register has then to he called for but

" ghareholders a8 recorded in the company’s share register would not normally
be the same persons as the actual shareholder at the ‘time of actual declara-
tion of dividend. In busy commercial places as those of Calculis, Bombay,
Karachi, Madras and others, shares mostly change hahds by ‘blank transfers
and the company itself cannot give the name of the actual shareholder at
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the time of the declaration of dividends. Can my Honourable friend,
Mr. Chambers, enlighten me as to what instructions he proposes to give
to the income-tux officers in such circumstances which are expected to arise
in more than ahout 50 per cent. of the cuses?

Mr. 8. P. Chambers: | am sorry 1 cannot give the Honourable Member
any idea of what instructions will be issued because the Bill has not yet
been passed into law. That is a matter which will be considered at a very
much later date. But I will bear in mind the point which my Honourable

friend has made.

Mr. Muhammad Nauman: My submission on that is that some guidunce
should have been given in the different clauses by such provisions as to
show the real intention of the Legisluture in enacting this. Then, section
42 (3) requires the assessee to furnish statements of the names and addresses
of all persons to whom he has paid in any vear rent, interest, commission,
royalty or brokerage or nnnuity amounting to Rs. 200. This net will only
be # source of constant friction between the employer and the employees,
the client and the mahgjan, between a merchant und his bhroker, between a
commission agent and his principal, and when the income-tax officer insists
upon & list being furnished of all the payees of the kind mentioned to the
extent of Rs. 200 or more, T think in rome cases it will amount to 50,000
names or thereabouts. Take the instance of a sharebrokers’ firm or
eommission agents firm whose clients are innumerable and whose amounts
of commission are sometimes small, but the numes and addresses are all
the same numerous and different. Then he has got to maintain the names.
and addresser of all those persons who get about Rs. 17 or 18 & month,—in
total amounting to Rs. 200 and the assessees run the risk of giving am
address on which the man may not be found and be called ‘‘Dishonest’”.

The Honourable Sir James Grigg: On the Honourable Member’s asser-
tion, there are 50,000 names of persons paving Rs. 200 each, which ;‘nonns

payment of a crore at least.

Mr. Muhammsad Nauman: There are firrns which are paying: about o
crore of rupees. T can name some of them, sayv: ‘““Mungli Ram Bangar,
Birla Bros., Adamji Haji Dawood, Bird & Co., ete.”” These are the biggest
firms in Caleutta. Tf vou take their list, it will come to about that figure.

The Honourable Sir James Grigg: You mean payvment of interest?

Mr. Muhammad Nauman: Not payments of interest. My submission is
that 50,000 persons may get it in some shape.

The Honourable 8ir James Grigg: On your statement, if vou take the
figure at 50,000 and if you multiply it by Rs. 200 paid in interest, it comes

to a crore a vear.

Mr. Muhammad Nauman: Tt includes brokerage, commission, rents and
nll other things besides interest.

- The Honourable 8ir James Grigg: They do not pay brokerage. They get
it. '
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Mr. Muhammad Nauman: They pay as well. When 1 say 50,000, it will

be a very reasonable figure. It will be at least 3,000 or 4,000 normslly in
many csses.

As I have said before, no guidance has been given to the incomme-tax
officer for accepting and allowing a deduction of particulur expenses. That
would lead to harassment. 1 know of individual friends who, for reason of
being a Muslim and following the strict tenet of the Qoran, do not borrow
on term of interest but borrow money on term of paying s percentage of the
profit accrued and this is not allowed for by the incowne-tax officer as busi-
ness expense, in spite of evidence produced before him.

Now, Sir, if my study of fundamental principles of u taxution statute is
correct, then T muy say that normally a taxing statute should be based on
consolidation and there should not be & sudden or abrupt variation in the
principle of taxation. T think this principle is rather violated by the attempt
to change over from the remittance basis to accrual basis for the purpose of
taxing foreign profits and guink of an Indian as proposed in clause 4 (a).
The League of Nations Finance Committee recommended the principle of
levying taxes on the profit and gains accrued at the place of origin. The:
principle of place of origin is to be the place of taxation and this probably is
the most equitable and it takes away the entire question of double income-
tax relief or reciprocal arrangements. In adopting the principle of accrual
basis the Government of India will find that they are lunding their Indian
subjects into such difficulties us would either compel them to change their
residence from India to some other place for all times or to find out ways
and means of tax-dodging on the basis of 182 days residence or 365 days
residence in four years. The question of 182 days evidence and 365 days
aggregate residence evidence will give enormous trouble to honest assessees
and a8 the onus of proof will lie on the shoulder of the ussessee they will
find some difficulty to make the income-tax officer believe their statements
asecompunied with such evidences as will normally not be available in the
forin of certificate from any Government. The history of Indian foreign
trade is inore u bistory of personal enterprise und adventures of individuals
and in no case I know of any substantial help ever given by the Government
of Indiu for building up foreign trade. 1 hope that the Honourable Mem-
ber will realise the hardship of double income-tax for those ITndiuns who are
doing their business in forcign countries and will have to pay income-tax
at the place of origin and no rclief of uny kind will be available from those
countries which have no reciprocal arrangements with Tndin. Then there.
are countries which would not allow any part of the profit or capital to be
removed for some time and in that case the Indiun merchunts will be
assessed on the foreign income and will have to puy out of their Indian funds
either from the eapital or by borrowing and this will mean hardship which
may end the trade altogether. Of course the Government of Tndia has
offered to issue executive instructions for cuses where removal of profit will
not be possible but this will not be sufficient as ull the official orders nor-
mally are delayed to such an extent that the income-tax officer may realige in
the meantime and the machinery of the Central Board of Revenue will be
set in motion after the harm has been done. Then the difficulty of bringing
the books from foreign countries is not only costly but it may yuin business.
T during the transit the books ure lost, with them will be, lost those umounts
which might be due to the clients nbroad. The effect of this Bill may be
to tempt other dominions to adsrt this very prineiple of taxation on their
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side and then the effect of double incorne-tax . rehaf may be nulhﬁ:ed On
the one hand, the double income-tax relief will be available for limited parts
of the British dominions and will not at all be available in places like the
United States of America, Japan, Germany, France, and etc. Besides the
amount of the double income-tax relief normally will not be available in less
than four to five months time and the loss of interest and the difficulty of
‘financing Indian part of the trade may well be imagined. I want to give
the House a concrete illustration which will bring clearly to the House the
.difference it will make and I should like Mr. Chambers to enlighten me on it.

Suppose a company B. C. and Co. earne one lakh in Japan, one lakh in the
United States and one lakh in British India. Taking.the rates in Japan and
1. 8. A. to be the same as in India minus surcharge then it pays ten thou-|

sand each in Japan and U. 8. A, !

Mr. 8, P. Chambers: I may inform you that the rates in those wlan{rleq:
are lower than the aggregate of the rates of income-tax and super-tax: ior,
such a company in India. |

|
|

Mr, Muhammad Nauman: In the United Kingdom it is not lower. |
|

Mr, 8. P, Ohambers: I thought you said the United States. :

Mr. Muhammad Nauman: I said United States and Japan. As I do not
“know the rates, I have just tried to calculate on the same basis as in this
country and what figures T have been able to get are subject to venﬁcatlou
by the Honourable Mr. Chambers. Taking the rates in Japan and U. S. A,

to be the same as in India minus surcharge, then this firm pays Rs. 10 OOQ
each in Japan and U. 8. A. and Rs. 11,000 in British India including
gurcharge, making a total tax of Rs. 81, 000 on an earning of Rs. 8 lakhs,
but under the Bill the pOBIt.IOI'l would be that B. C. & Co. will pay Rs. 10,000
each at Japan and U. 8. A. and will pay about Rs. 85,000 in British Indin
-on Rs. 8 lakhs net earnmg, comhining the profits earned in three countries,
and the total amount of taxation will come to about Rs. 1,05,000 on Rs. &
lnkhs against which no relief will be available. i

Mr. 8. P. Ohambers: I have not followed the Honourable Member's

in detail nor do I remember the exact rates in the United Btates

and Japan. I think perhaps the better plan would be if the Honourable
Member would ask me a question outside in the lobby and I will theq
endeavour to check his figures. |

Mr. Muhammad Nauman: Taking the same case, supposing the eurnind
to be Rs. 1 lakh in Burma and one lakh in Ceylon, the relief would b
given to the extent of about half the tax that he paid in the colonies. ana
which means relief of about Rs. 10,000 by way of double income-tax relief
-and still he will be saddled with a net taxation of about Rs. 95,000, ai
against Rs. 81,000, which is the position at the moment under the Act o

1922,
"Mr. 8. P. Chambers: I think both in Cevlon and Burma he would piry

no extra tax on the assumptions made, because although British ]ndlq
-gives relief of half the tax the other countries also give relief.

Mr. lﬂhmm&d. Nauman: Now, then, the question of donuc:]e and
non-domicile places us in further confusion, because section 49 of the Ac
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of 1922 and section 53 of the present Bill cannot be deleted without the
sanction of the Governor General. Kuropeans earning profits on their
investments cannot give the Indian exchequer that amount as the Indinu
oatives will be compelled to give. I have every sympathy for my
European friends and I do not want to suggest that they should not get
relief for double income-tax but what I want to point out to the House is
that this is not relief given to the European business-men but is relief
given to the British treasury. The facts are that those European firms do
oot get the relief but the Indian exchequer makes a contribution to the
British treasury in the name of double income-tax relief through these
Buropean firms, and it is not to them that the actual benefit goes but to
the British treasury, because according to all canons of equity it seems
rather too much that they should have been taxed twice and naturally they
paid only once. But whatever relief jg given to them is actually given to
the British treasury and that position has to be taken into consideration
hy the Indian exchequer—how far this is to be justified. Now let us
take a concrete case. Let us suppose that A, B. & Co. Ltd. earn
Rs. 2,50,000 in the United Kingdom and Rs. 10 lakhs in British India.
Under the U. K. Finance Act, the United Kingdom taxes them on the
total profit of Rs. 12,50,000, which at the rate of four shillings per pound
works np to be Rs. 24 lakhs, then the United Kingdom super-tax on that
amount works up to ahout Rs. 70,000 and hence the total amount of taxa-
tion to be paid to U. K. Government is Rs. 8,20,000. There may be a
little difference for the reason of the rate of exchange or even the rate of
caleulation but this will be the figure near about. Now, Indian tax on the
earning in British India, which amounts to Rs. 10 lakhs, will amount %o
Rs. 1,50,000, and over this will be charged a surchage of Rs. 65,000,
making a net taxation Rs. 2,50,000 tax to be paid to the Indian exchequer.
Well, under the U. K. Finance Act, relief has got to be given to the extent
of about half. Half, India will refund by way of double income-tax relief,
half the tax, without the benefit of taxing the British portion of A. B. &
Co. Ltd. T am not fully conversant with the rate relating to double income-
tax relief, but T understand that the calculation has to be based on the
average rate of tax prevailing in British India and United Kingdom. To
be concrete, I understand half the tax paid in British India has to be re-
funded whether this has to be divided between British Indian exchequer
and the U. K.-exchequer or not or exclusively borne by the Indian exehequ-
er, I am not definite about it, but supposing it bas to be divided; the
approximate tax in, India is 1/6 and the assessee is entitled to relief of 1/12
whether the British exchequer will also give some part of the refund or not
is & matter for the Honourable Member to inform the House when he gets
up for reply. Moreover, in the case of individuals and other associations
of individuals, the matter of computation for the purpose of calculating
income-tax is more complicated and as the method of computation in the
United Kingdom is very different from the method of computation in India,
the former recognises the personal allowance of wife and family which the
latter does not. Now, Bir, if clause 4A is considered to be necessary for
the Indian exchequer and if at all it is to be maintained intact, certainly
the distinction between domicile and nen-domicile should not he allowed
to exist and the basis of liabilities should be only residenge, as in the
United Kipgdom, and the definition of residenee should be pnly residence
and nothing else,—a little widened perhaps so as to bring in all the world
inceme of all the people residing in this country in order to give the Indian
|
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exchequer sufficient funds to undertake bigger projects. In the United
Kingdom Codification Committee’s report no difference of domicile or
non-domicile has been made and let us all be brought on to the same line,
if it is necessary that every one has to be taxed to give influx of money to
the Indian exchequer. T should be glad to hear from Mr. Chambers on
what lines the definition of domicile and non-domicile exists in the United
Kingdom. As I said in my speech earlier, we would be quite willing to
have the entire U. K. Finance Act as it is there.

The qonounblo 8ir James Grigg: You are prepared to seccept the
United Kingdom Act in this matter of foreign income \absolutely as it
stands? Is that the suggestion? '

Mr. Muhammad Nauman: Yes, the whole thing—my submission would
be ‘‘drink deep or taste not the Pyrene spring’’—that we should have the
whole thing ot nothing of it. With all the allowances, the supertax, super-
charge rates and everything as we have in the United Kingdom, I think
many of my friends here would be prepared to accept. We would be
prepared to agree even to the imposition of death duties if it came to that
oven.

Now, 8ir, I do not wish to take any more time of the House. I have
tried to point out to the House that it is highly necessary that the Hom-
ourable the Finance Member and Mr. Chambers should reconsider the
whole scheme of taxation in the light of the facts which we have placed
before themn and see what improvements ocould be effected in the Bill in
the interests of the finances of this country and also of the people of
this country. - After having said this, I must confess to a feeling of appre-
ciation of relief about the improvements that are proposed in the Bill. I
must thank the Finance Member for having found the necessity of allow-
ing assessees to carry forward their losses to the next year and allowance
will be mads in the profits for such losses if any. That is a much needed
improvement which will probably be acoepted by every one on all sides of
the House. Again, Sir, the introduction of the slab system will certainly
mean considerable relief to some of the assessees, particularly to all those
whose incomes will be below Rs. 8,000, and the position of those whose
incomes will range between Rs. 8,000 and Rs. 25,000 will. remain status
quo. The majority of the assessees have incomes hetween Rs. 8,000 and
Rs. 2,000 and, therefore, this improvement will be very much appreciated.
Then agsin the slab system is certainly a very great improvement. Then
the proposal for the establishment of a tribunal of appeal is equally a con-
siderable improvement, but why it should be introduced after two years
after this Bill has remained in force 1 cannot understand. My submission
is, a8 Mr. Town suggested vesterday, the appointment of thig tribunal
should be made forthwith almost simultaneously with the bringing of this
Bill into effect.

Now, Sir, T trust that the few suggestions I have made will be carefully
considered by the Honourable the Finance Member and Mr. Chambers and
that they will try to accept such amendments as we will give on the differ-
ent clauses and make the Bill more acceptable to all sides of the House.
I am particularly keen on some sort of guidance being given to jncome-tax
officers to avoid barassment which honest assessees are normally con-
fronted with even under the present Act. With these suggestions, I take
my seal.
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Mr, 8. P. Ohambers: Sir, I think, it is desirable at this stage that 1
should give a.few explanations on Bome points of difficulty that have arisen
during the discussion. I cannot promise to deal with every difficulty that
has srisen, because I am afraid I might oceupy too much time of the
House, but my object is to deal mainly with those difficulties which are,, if
I may say 80, of a less controversial character, so that, Honourable Mem-
bers, when they come to the clauses, may have a better idea of the clause
upon which they are voting; and I do it at this stage because so many of
the clauses are inter-related. As I shall explain later on, I think failure %o
sge the relation between one clause and another has led several speakers
into difficulties.

What T want to avoid, in particular, this afternoon, are clause 4 and 58
that deal with the residence or accrual basis of foreign income, and Double
Taxation Relief. I do not propose to touch upon these or upon any subject
which is related to these matters, except one, and I want to refer to it
because some misunderstanding seems to have arisen on the subject of the
recommendation of the Codification Committee Report of 1986. That Com-
mittee recommended the definition of residence for companies, and that
definition was reprinted in a footnote to the Income-tax Inquiry Committee
Report of 1936. I fancy that Honourable Members who have suggested the
adoption of the United Kingdom or the Codification Comnmittee’s definition
took that not out of the Codification Committee's Report, but from the
footnote of the Indian Income-tax Inquiry Report. Why I suggest that,
Sir, is because if all the relevant sections of the Codification Committee’s
Report and of the draft Bill that they have submitted are examined, it will
he seen that the amendments tabled on this matter get to a result which is
entirely different from the result which the Codification Committee intend-
ed. On that point 1 should just like to read what was said in the Inquiry
Committee Report. It says this:

“In view of our suggested lLusis of assessment for foreign income and of our
suggestion that the whole profits of a business carried on by a company should be
asnensable when the company is contralled in British India. clause 7 of the Codification
CUemmittee's Report is too wide.”

Now I will explain why it is too wide. T must confess the Report was
rather cryptic. There was no statement as to why it was too wide but it
was assumed that if Members would look up the Codification Committee’s
Report and the draft Bill, they would be able to see it there. The Codi-
fication Committee set out not to extend in any way the scope of the tax
in the United Kingdom nor to alter the incidence more than is necessary in
a Codification Bill, They made extensive alterations in the classification of
incomes. They dealt with incomes of business which are entirely controlled
in the United Kingdom and conducted therein, and they put those incomes
under class D. Incomes of companies controlled abroad where the business
was partly carried on in the United Kingdom and partly carried on abroad
were to be divided into two parts,—that part which was to be carried on in
the United Kingdom was to be assessed on the full amount arising in the
United Kingdom, and that part which arose abroad was to be assessed only
npon the amount which was remitted to the United Kingdom. The relevant
classes of income are classed D. T will just read the particular section:

“Income of clase D), is income from any trade’,—I omit the irrelevant words,—
“In the case of a bnsiness which is carried on partly in the United Kingdon: and
partly slsewhare, that part of the husiness which in carried on in the United Kingdom
thall be treated ms carried on in the United Kingdom." 5

E
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Now, the rest of the income from a trade which is carried on p.nlg
in the United Kingdom and partly abroad where a compeany is not control~
led in the United Kingdom is put in clags O. Income from class O is to
be assessed only upon the amounts brought into the United Kingdom.
Well now, it was on that basis that they proposed this definition which, in
effect, would regard as resident in the United Kingdom any company which
was controlled there, or if it maintained in the United Kingdom an estab-
lished place of business. Well now, if we apply the definition of ‘company’
without having the same basis of assessment, the position would be that
every company with an established place of business in British India would
be liable to assessment on the whole of their profite throughout the world
whether those profits were brought into British India or not. Now that I
submit, Sir, is quite an absurd result.

An Honourable Member: Why?

Mr. 8. P. Ohambers: May I explain. Take a large Bank, the ‘National
City Bank of New York have probably a few offices in India, in Bombay
and Calcutts, and carry on a small part of their total world business here,
probably less than one per cent. Under the Bjll and with this definition
that Bank would be asked to pay Indian income-tax on the whole of itg
profits, including all the profits made in the United Btates, in Greaf
Britain and elsewhere. That, I submit, is an absurd result if they have

only one small office in Bombay and are carrying on a small business ip
British India.

An Honourable Member: The words are ‘‘substantial part’’.

Mr. 8. P. Chambers: ‘‘Substantial part'’ 1 take to mean a part which
is sufficiently large to attract income-tax. Substantial does not mean most
of their business; it means something of sufficient substance to take notioce
of. If, of course, on the interpretation of that section Honourable ‘Mem-
bers place a somewhat different construction from that which evidently the
Codification Committee of 1936 who drafted the clause intended, that is a
matter for discussion. But I submit that the effect of taking that defi-

nition with the Indian income-tax ae proposed in the Bill would be quite
absurd.

8ir Cowasji Jehangir (Bombay City: Non-Muhammadan Urban): May
I ask what he would suggest—to put in a percentage instead of the word
‘‘substantial’’? That would remedy the defect he pointed out. Putting
in 25 or 80 or 40 per cent. instead of ‘‘substantial’’ would remedy the
defect.

Mr. 8, P. Chambers: I was giving an explanation on the proposul made,
It is quite impossible for me to give an explanation on a proposal which
has not yet been made. T mean all kinds of definitions can be put forward,
What my submission is that the one in the Bill as amended by the Select
Committee is the most suitable and the most satisfactory one. That is
a'l T wanted to say about subjects relating to the taxation of foreign income.
1 now turn to one or two other smaller matters. One is the definition
of ‘dividend’. T think the Honourable Mr. Aikman raised some obje~tion
to the definition and suggested that perhaps, inadvertently, it caught some
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oases of the issue of debentures or bonus preference shares which were nbdt
intended to be vaught. I think the suggestion is that us worded it would
_@over ‘cases of bonus preference shares which are redeemsble when these
shares have been issued for cash. Well, I think on that point there is no
difference of opinion on the intention. WNobody on this ride of the House
wants to tax or treat as income shares or debentures issued for cash, and
if the definition needs any clarification on that point it can be considered.
But 1, personally, feel that it is already sufficiently clear. That we can
-digcuss when we come to it.

Then on the question of salaries, the basis has been changed by the Bill
from the amount of salary paid in the previous year to the amount of salary
payable in the previous year, and the reason for making that change was
that a number of persons were deferring the drawing of salary with the
object of avoiding tax. Now here, as with some other devices for avoidin|
tax, this is not an imaginory or hypothetical case. This is a device which
has been used not by one or two persons but by hundreds of people. In one
circle alone I came across over 400 cases in which tax had been dodged by
failing to draw pay in the year in which it was due. 8o this is not an
sosdemic question; it is a very necessary provision. It is suggested,
however, that there are cases of hardship, that salaries may be payable and
never ultimately paid. That is certainly trme and in the Select Committee
sh undertaking was given that executive instructions would be issued to see
that in those cases the hardship was avoided, und the method suggested was
to hold over the tax until the salary was in fact paid or the company
paying the salary was in a position to pay il. To go further than that would
be to open this door to evasion afresh. That is a matter which can be dealt
with by executive action, and I might axplain that in the United Kingdom
the basis is the basis proposed in the Bill and there is no provision in the
United Kingdom Act for cases of hardship, for they are nll dealt with in
this manner.

Now, I turn to the subject of depreciation. I must say, Sir, T was rather
amused at the number of Honourable Members who suggested that the
present basis works very well. I agree with them that it works very well
fot the assessee. First of all the system has been difficult to work for the
Income-tax Officer. His records in only too many cases have become so
-gonrplicated that in cases which T have myself seen he has given more than
100 per cent, of the cost as depreciation, which of course is completely wrong.
“Obviously, it is not the law, but it is a difficult law to work when the assets
are 8o complex and there are large additions each vear. The new basis
suggested is the allowanee on the basis of the written-down value of the
aaset after deducting the previous vears’ allowances and is very much
simpler to work. I hope Honourable Members will not want me to explain
-exaotly how it is simpler to work, but if any particular Member would like
an explanation I would be pleased to give it to him in the lobby. But T
would like them to take my assurance that it is definitely very much easier
to work and it will also work very much better for the Department because
we shall not have these mistakes made and, secondly, the rates at present
in force are in some instances too high; they are very much higher than the
corresponding rates in the United Kingdom and in some cases almnst ab-
gsurdly high. '
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Then one Honourable Member, I think, it was Mr. Town, asked to have
an assurance 88 to the manner in which the new rates, to be fixed under
the new basis, would he computed. Waell, I can give him this assurance,
that the rates will be fixed as I have already explained in consuitation with
the interested parties, that is the persons who have to pay, and also that
the intention is that for each class of asset the rate will be such a rate
as wiil reduce the value of the assetl to its scrap value at the end of its life.
Now by ite life I do not mean the life as might be computed from the
existing rates. I inean its real life.

8ir Oowasji Jehangir: Who is to decide thut?

Mr. 8, P, Ohambers: That reai life will have to be' decided when the
rates ure being tixed. The rates will not be fixed by each individual Income-
tax Officer; the rates will be fixed by the Central Board of Revenue under
the powers in the Act and will be applied uniformly to all persons with
assete of the same oclass.

Mr. K. Banthanam (Tanjore cum Trichinopoly: Non-Muhammadan
4 Rural): May I know what is the basis of the scrap value? For
o the writing down you must have some basis.

Mr. 8. P, Chambers: By scrap value I mean the value at which the
asset can be sold or is expected to be saleable at the end of its life. . As to
how that should be computed, quite clearly the basis must be somewhat
arbitrary, but the sort of thing I have in mind is to reduce the value to a
figure which equals the annual rate to be allowed. If the Honourable
Member will think that out, he will get exactly to the type of rate which lt
is intended to adopt.

Mr. K. Santhanam: Will you give an illustration ?-

Mr. 8. P. Chambers: If the rate is 20 per cent. of the cost of the assets
and the asset is worth Rs. 10,000 when it is bought, then the rate will be
such as to reduce it to Re. 2,000 at the end of its life. T should like the
Honourable Member just to think that out and ask me for any further
explanation later on.

T come now to another point which was raised by Mr. Town. He was
objecting to the amount of work involved in getting information. In parti-
cular he was referring to section 20A which required information about
the interest where the amount paid in any one year to «ny one person ex-
oceeded Rs. 200. My only comment there is that I think he and his col-
leagues are really very well off as compared with their colleagues in the Uni-
ted Kingdom, where not only do they have to give information but where tax
has to be deducted at source from all sums of annual interest paid, however:
large or however small, and paid over to the Inland Revenue—there is much
more work involved in that than by just giving a list of payments over a
certain amount. I suggest that the amount of work involved is not very
considerable and is not excessive having regard to the importance of the
information. " If the information ean be obtained from the payer as well
as from the recipient, quite clearly we are much more likely to get correct
asgsessments and for this the amount of work is not excessive. '
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I come now to a more important matter—the provision for what has
bsen called compulsory returns, and the corresponding provisions for
penalties. Perhaps, I had better explain how this will hit the dishonest
person but will at the same time make it easier for the honest person. We
have heard rather a lot about the manner in which these sections appear
to be aimed at the honest and dishonest alike, but in practice these sections
would work very much more smoothly with the honest persons than the
existing sections. If a man is under-assessed at present and has been
under-assessed for ten years or fifteen years, which again is not an academic
matter—there must be hundreds of persons or perhaps thousands, who are
8o under-assessed—and then it is discovered bv the Income-Tax Officer,
then under the law as it stands at present, the Income-Tax Officer can only
go back one year and assess the income of the present year and the past year
and impose a penalty equal to the aggregate tax: he cannot go back and
touch all those past years where there has been under-assessment. Now
he can only impose o penalty equal to the tax which has been lost. That
means that this dishonest person has gained: he has found his dishonesty
pay. Under the Bill, as it is now drafted, if a definitely dishonest person is
discovered, the income-tax officer can go back eight years and can impose
penalties of twice that amount—rather that is the maximum amount of
penalty that he can impose. Those pena'ties are such that in future it will
not pay a man in general to make false returns. In the past, on the ave-
rage people who have made false returns have saved a lot of taxes over a
period of years. In future, if this section becomes law, the assessee who
has madc a false return will be compelled to pay not onlv the tax for the
present year and the immediately preceding year, but for eight years back
with a penalty for having made wrong returns. What I suggest then is that
if the income-tax officer can in this :nanner cateh the dishonest person and
go back, there is a direct incentive not to make false returns, whereas at
present there is a direct incentive to make false returns. That is not all.
If the income-tax officer has these powers, he is not likely to harass the
honest assessee. If he is feeling in any particular case that there may bhe
under-assessment he may not give the assessee the benefit of the doubt. If,
on the other hand, he knows that if he under-assesses this year and for
three or four vearsggnd then ultimately discovers that there has been fraud
or that there has been considerable under-assessment and can go back, he
ocan deal more liberally with honest nssessees. In this way, although it may
sound rather paradoxical, T suggest that these heavier penalties and this
right of going back several vears hits only dishonest persons and is definite-
ly a clause which favours honest assessees.

Then I come to clause 42 which deals with the right of entry into a
person's premises. I am aware that there has been considerable chjection
to this power; but as amended in Select Committee I would suggest that
the cluuse is now not harsh and is not likely to be worked unfairly. The
gazetted and non-gazetted officers—the income-tax officers and inspectors—
may go only to visit the premises and may not enter unless there is specifio
power given by the Commissioner in any individual case and the Commis-
sioner cannot, under the clause as re-drafted, give that power to an inspec-
tor—a non-gazetted officer—but can only give it to a gazetted ofticer. Now
an income-tax officer is a fairly senior responsible officer: he is a gazetted
officer of the Government of India and if he is the only person who is entitled
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to exercise this power and can only exercise it when the Commissioner ‘whb
is the official in charge of a whole province gives him specific sanctien, 1
suggest that that is not likely to be abused. .

Mr. Lalchand Navalrai (Sind: Non-Muhammadan Rursl): Will he go
himself or give orders to a subordinate?

~ MWr, 8. P. Chambers: The income-tax offirer must go himeelf: he cannot
order his subordinate to go. That is defmitely in the Bill as it has now
been amended.

I come now to another question, the question of trusts. I think that this
subject has not been complete.y appreciated because the relevant sections
are of necessity spread over the Act in several places. But the law in the
past has been that if income is transferred to trustees, (I am not now
speaking of the income whioh is transferred to trustees in a revocable trust—
1 am talking about the case where the assets are permanently transferred)
the trustees were treated as an association of individuals and the tax charg-
ed was at the rate applicable to that whole income, which may be fairly
high. Under the sections as now re-drafted (the section in question is 41—
clause 44), the trustees can only be charged at the rate applicable to each
beneficiary. so that—if I can give an example—if there is a trusk and the
income is Rs. 10,000 per annum, in the past the rate was the rate appli-
cable to Re. 10,000. If there are six beneficiaries entitled in equal shares
to that income, no income-tax would be charged on that whatever because
cach beneficiary would have an income of less than Rs. 2,000—this is, of
course, assuming that they had no other income. In that way I think the
change does give considerable relief to beneficiaries of trustees. Perhaps
I ought also to mention the case, which has been mentioned rather fre-
quently during the discussions, of wakfs. T understand that under the
Islamic law a man may transfer assets irrevocably to trustees and apply
that income for the benefit of human beings who may be humanity at
large, or anv section of humanity, or individual human beings, and that
under the same law that purpose wiil be regarded pious or religious
purpose. Then it is argued, I think, that for that n we should not
attempt to tax the trustees in respect of the wakf property. It is suggested
that the property vests in God or in trustees for Him, and that it will be an
impious aet to ussess trustees in that manner. Tt is also suggested, I think
that part of the income goes to charity, charity even as other people would
eall it. and should be exempt. I believe there are one or two other argu-
ments, but I think these are the principal onres, from which it is suggested
vhat wakfs should be exemrpt. Ome other that I should mention is that if
the income of a wakf deed is not applied in the manner stated in the deed,
that is regarded us a #in; and that even the paying of incomne-tax would Be
applying the income in a way not specified in the deed and, therefore, it
wouid be sinful. On that I would like to refer the Honourable Members
who have raised the matter, to clause 44, seotion 41, under which the
“trustees are not arsessuble, as such, in their own names and for any trust
as & whole. They are assessable only in the sense of an agent for the ulti-
mate beneficiaries ahd are liable to tax only to the extent that the benefi-
ciartes can be taxed. In effect, we are treating the trustees in the sarhe
way as we treat an employer. We ask them to pay the tax on behalf of
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§h§ beneficiaries. If any one of those beneficiaries is exempt either because
W is regarded under an earlier section as a charity or because the income is
below Re. 2,000, then no tax is chargesble. In respect of other persons,
T think I am right in saying that there is no suggestion that they should
be exempt. If an Honourable Member made a wakf deed and the income
went to a person with an income of Rs. 2 lakhs, there is no suggestion I
understand that that should be exempt. I suggest that, as we are not
taxing the wakf property, as such, but on behalf of beneficiaries, the law
;\t! prc_:pol:ed in the amended Bill is not in any way inconsistent with the
slamic law.

Then, I come to a more difficult part of the Bill, clause 48 which deals
with transfers to persons abroad, and with certain devices for dodging in-
come-tax and super-tax, which is known in England as bond-waghing. I
just want to expluin briefly that these devices again are not devices that we
have imagined and have imported froin the United Kingdom and pushed
into the Indian law because we think that people might do this kind of
thing. There are other devices which have not been adopted in India and
for which even in this Bill there is no provision. These devices have been
scen in practice in India and have been worked quite cxtensively. The
first one which I will explain very briefly works something like this. A
man with a large income which is liable to super-tax tranafers his income
to a private company of which he is substantially the only shareholder and
which is registered abroad. Having transferred it, this ecompany being
registered abroad, cannot be caught on section 23-A which deals with non-
distribution of profits. The assessee, that is, the transferor himself, does
not receive the income or dividends from the company, but he receives loans.
He is never asked to repay those loans because virtually he is the company.
8o he receives in the form of loans precisely the same money which he
would previously have received in the form of income and, therefore, he
avoids all super-tax which is payable on that income. That is a device that
has been adopted in India as well as in the United Kingdom and eclause 44-D
has been devised to stop it. It is of necessity complicated because we do
not want tc catch companies which are genuinely irading abroad. We
only wwnt to catch those companies which have been specifically set
up with this intention.

Then, we come to bond-washing section 44-1i. 1 found difficulty at
another stage in trying to explain exactly how income-tux and super-tax
was avoided. But if you imagine the case of a person with an income
from securities—this happens in companies as well as in individuals—
income from securities of Rs. 20 lakhs per annum, he can arrange with
a person who is not liable to income-tax, perhaps a person resident abroad
if those securities arose abroad, or with a person not liable to income-tax
at all,—to sell those securities to him the day before the interest is due;
and the day after the interest is paid he buys the securities back. This
person or company, instead of receiving the income in the formn of interest
on securities, receives in place of that, the difference between the market
price of the securities the day before the interest date and the day after.
That is to say, it is received as a capital profit snd not income, and as
such, cannot be charged with super-tax. That device is adopted in
markets where one company is assessed in respect of profits on selling
securities and another company is not. If a compeny is not assessable in
respect of profits on the sale of securities, this capital profit will ot be
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chargeable.. On the other hand, the loss made by the other company, the
company that has bought the securities and sold them just after the
interest date, will be treated as a loss allowable for income-tax purposes.
Having that loss which is allowable for income-tax purposes, it can set it
off against interest income, which in law is its own income, and in that
way the loss is allowed against the interest and the whole of the
income-tax or ‘*he major part of it depending upon circumstances, is
completely repaid to the assessee. In that way the whole of the income-
tax which would otherwise be paysble on this interest on securities is
refunded. The loss in that way is not small; it is very large. The loss in
that way already amounts in India to several lakhs per annum. Apart
from that, there is a further device which is simpler, older and cruder, of
a person who is liable to individual super-tax selling his securities in the
market and buying them back after the interest date. In-this case there
is no prior arrangement with any other person. He just goes to the
market, and sells them and re-buys them, and. the capital profit is exempt
from super-tax. 44F is aimed at that second device which affects only
supper-tax payers, there is no question of getting any refund of income-
tax arising. in the second case, but in the first case both income-tax and
super-tax are involved.

I now come to another matter which is hardly a simpler one, insurance.
I hope some Honourable Members have read the schedule at the back of
the Income-tax Bill and have understood the implication of all the clauses.
Objection has been taken, and again by Mr. Town—I apologise for referring
to him so often—to the alternative basis given to the department to
ussess either on the total interest and other external earnings less expenses
of management, or upon the uactuarial surplus whichever is the greater.
Well, on that 1 would like to make a reference to something which was
said by the Honourable the Leader of the Opposition that the present rulee
are ultra cives. | think he suggested that the rules were ultra vires
because surplus was not profits and, therefore, the rules ought never to
have been issued and have been, in fact, inoperative in law. T would like
to make a correction there. That is not so. Those rules are quite intra
vires and a surplus as determined by actuarial valuation in the absence
of any statutory provision to the contrary ix income ussressuble to income-
tax. My authority for that is that the United Kingdom law prior to
amendment was practically the sume as that in  India prior to the
amendment nf these rules and it was held in the House of T.ords, us long
ago as 1885, that the full surplus without any deduction whatever for
bonuses to participating policyholders is income which is assessuble in the
hands of ‘he company. There is no question then of those rules having
been ultra vires. They were perfectly in order and the income nssessed
was in the past the full actuarinl surplus without any deduction for bonuses.
In the United Kingdom that was put right by subsequent legislation in
section 168 of the Finance Act of 1928, but that is immaterial to our present
point.

Then, it is suggested that we are changing over from the nctuarial
surplus to the interest basis. That again is not strictly true. We are
changing over to an option and it might be argued that the anly true
income of an insurance company is the full interest which arises from
outride enurces less expense but that is not so. I am afraid I will have to
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give one or two examples. 1f I take the simplest type of insurance policy,
4 man may pay Rs. 10 per annum for an insured sum of Rs. 100 on death.
That man may pay perhaps Rs. 100 in premiums or he may pay only
Rs. 80 or 10 or 150. Nobody can tell how much an individual person will
pay but we have to work in these matters on averages. All insurance
matters ure worked on averages and let us assume for the sake of discussion.
that Rs. 75 may be puid for a Rs. 100 dividend and I think actuaries will
bear me out when I say that roughly, on most of such policies, the-
amounts paid are less than sums repaid on death. The principal reason
why they are less is that those premiums earn interest once they are in-
vested with the company. As they earn interest, the capital sums paid on
maturity include an element of income, which income we never tax.
That is an important point to remember. They do include an element of
income which we have not taxed but in the case of a new company the
position is still worse. The interest is relatively small but at the end of
the first valuation period it may be found that the surplus which is avail-
able for the shareholders, I am talking of the shareholders alone and not
the policy holders at the moment, is larger than the interest because the-
actual mortality experience is less than that provided for in the policy.
Bo that there is o definite surplus available for shareholders which is in
excess of interest, whether one deducts expenses or not. For that reason,
it would be impossible to say that the only fair and proper basis for assess-
ment of life insurance companies is interest less expenses. We must have
some other basis. The other basis is clearly the basis of actual valuation
and in the past no deduction has been made in India for bonuses to
participating policyholders and the official argument in the pagt has been
that as generally speaking the amounts paid to the policyholders exceed’
the premium paid hy the policyholders, then those bonuses have been
derived entirely from interest and earnings of the company. Well that is
8o in most cases but there are other cases, and it has been pointed out
to me that they are probably more common in India than in the United
Kingdom in which premiums are inflated quite artificially so as to provide
Bonuses; and there may be cases, and I have no doubt there are oases in
which the honus includes some element of refund of the premiums paid
in addition to including the interest which has been earned on those
premiums. For that reason, we have in the schedule ar appended to the
Bill provided that the alternative basis shall not be the full actuarial
surplus nor the actuarial surplus with a deduction of all the bonuses. We
have had to find some point in between that. We fixed quite arbitrarily
upon half the bonus and T think that is fair even if it seems to suggest
that a large proportion of the honuses comes out of premiums.

Then, Mr. Town suggested that the proviso to rule 8(b) was objection-
able and I think that in order to explain the purpose of that proviso I
must go again into some rather difficult matters of computation. When
an actuary makes a computation of the surplus of a life insurance com-
pany he has to consider first, the value of the life insurance companies’
assete in its life insurance fund and then has to deduct from that the-:
liability to pay sums by way of bonus on capital sums on death of policy-
holders. Now, in the valuation of the assets he may or he may not, accord-
ing to his practice, make a deduction for the depreciation of the securities
which form part of the fund. That depreciation may be very considerable ;
in the case of some of the companies in India, it has in fact been very con-
siderable. When he makes the valuation of the liability, first he has to:
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deterinine what he thinks the life of each policyholder will be ahd foe
that he uses certain mortality tables. Then he has to determine what
proportion of the premiums which he is likely to get will be payable in
-expenses and how much the expenses will amount to. Then he has to
take into account the fact that the funds of the company will be earning
interest all the time, so that he finally arrives at this liability by teking
for each policy the amount he expects to pay away, the amounts of
“premiums and interest he expects to receive and the smount of expenses
he expects to pay. Well, now, in determining the rate of interest, he
may be optimistic or pessimistic and I think every actuary will agree with
me when I say that one nctuary may on a set of circumstances determine
that ‘there was no surplus but a loss whereas another actiary, more
optimistic, may, in fact, determine quite a large surplus. Most of thab
-difference depends upon the rate of interest which is adopted in .arrivin
-at the liability. I am informed that in India the rate of interest adop

is normally calculated in this manner. The value of the investments as
-depreciated is first ascertained. Then the actual yield as a ratio of that
value is secondly ascertained, und then that rate or an average of that
rate, with certain deductions which are dictated by prudence, is adopted
for the valuation of the liabilities. Now so long as that basis is adopted,
there is no harm and this proviso would be quite unnecessary, but it is
possible, and in fact in the United Kingdom it has been done and may be
done in India for all T know, for the company to write off depreciation
heavily but to take a rate of interest which is being oalculated by reference
‘to the yield on the undepreciated securities. If that is done then the liabili.
tHes are over-stated relatively to the assets, and we get either a deficit,
‘when _there should be a surplus, or a much smaller surplus than is.in fact
warranted. Now the intention of this proviso is to guard against such
cases and all it does is to say that where the income-tax officer finds that
the liability has been stated on a basis which is materially inconsistent
with the basis on which the securities have been valued, then he would
have the power to make such adjustment to the depreciation or apprecia-
tion of securities as is fair and just. Those words are, I admit, very
general, but any attempt to trv and make them more exact will, I think,
result in tying an actuary too closely to certain prineiples which he may not
for particular reasons connected with his company alone wish to adopt.

Forkthat reason I think the proviso is as close and as aceurate as we can
minke it.

Mr. Deputy President (Mr. Akhil Chandra Datta): With the consent of
the Muslim League Party, it has been arranged that the House will sit up

:ﬁ.ﬁve today. I must express my thanks to the Muslim League Party for
is.

Mr, S. P. OChambers: There is one other matter which was referred to
by Mr. Town which I can explain very briefly. It was suggested that rule
8 was unnecessary owing to the operation of the Insurance Act of 1988.
Well, may I explain that in this respect, in the making up of accounts for
-conipanies which are controlled abroad, which have their head offices
-abroad, the Insurance Act does not become immediately operative and this
rule 8 is merely copied from the old rule and will become for all prastical
purposes inoperative when the corresponding provisions of the Insurance
Act themselves becore operative. "
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Then, I come to another matter which has been raised by several mem-
bors and that is the question of allowances for wives and children. On the
first point I would like to make it quite clear to the House that in the
’Unitod Kingdom, where an allowance is given for wives, the wife’s income
is aggregated' with the husband's income in all circumstances. In the
Belect Committee the clause which so aggregated the income was deleted,
and I think it is a quite unreasonable suggestion that we should allow the
husband to get a deduction for a wife or children if we allow him to keep
out of the computation his wife's income. That is the first point.

An Honourable Member: Why then not for children?

Mr. 8. P. Ohambers: I will come to that. The next point suggested’
wus that even so we might have an allowance for children. Now in India,
there are, as far as I am aware, no provisions for the accurate registration-
of all births and deaths and it would, therefore, be exceptionally difficult
to work in India any such provision. I do not know how Honourable
Members would suggest. that the income-tax officer should work it. Would
they suggest that the income-tax officer should ask the asessees to bring the-
children? If so, I think that it would be an exceptionally difficult matter.
(Interruptions.) I think really it would be quite unworkable in India, apart
from the fact that a man may have more than one wife and may have, as
far as I know, any number of children so that it would be a very difficult
section to work. I think I might say that most people in India are married,
most people seem to have children, and if we provided here for deductions
for wives and children, that would so decrease the revenue on existing rates
that the rates would have to be raised beyond all recognition and the effect
¢t making this very extensive change would be that the husbands and wives.
and children would still have to pay the same amount of tax but they would
pay at a higher rate, with the deduction for the wives and children, so that
the net effect would be practically nothing. We would have, for that result,
& large amount of work to do. %hen again 4t is suggested that this would
give a very considerable relief to poor people. But I do feel that there is,
1 won't say something dishonest in that argument but, something missing
in that argument and that is this. I understand that there are something
like over twenty crores of people in British India and if you look at the
income-tax statistics you will find that of these twenty crores there are
only about three lakhs who are assessed to income-tax. Now those three
lakhs are the wealthier persons in Indis. A person who has an income of
Ru. 2,000 a year in India in a village is not a poor man whom we want to
assist by charitable means. With Rs. 2,000 per annum in a village or else-
where in India one is relatively well off, he must be relatively well off in
India if there are only three lakhs of people who are assessed to income-
tax. . . .

Mr. S. Satyamurti (Madras City: Non-Muhammadan Urban): That is a
commentary on your rule in this country that men on Rs. 2,000 a year
should be considered rich!

Mr. S. P. Chambers: If they were very much richer centuries ago, I
think then the comment would have been perfectly justified.

Mr, 8. Satyamurti: They were, before you came hers!
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Mr. 8B, P, Chambers: ] suggest, therefore, that there is very little in
s¢hat argument; and moreover if you compare the exemption limit in the
United Kingdom with the exemption limit in India, then, having regard to
the fact that the United Kingdom is a very cold country where people do
xequire ‘a lot of clothes and very heavy food and soon . . ... '

An Honourable Member: And beer and whisky too.

Mr. S, P. Chambers: . . . . . you will agree, taking into acoount also
the relative standards of living and the standard of living is certainly
higher there, that the.exemption limit in India is high.

Mr, Manu Subedar: Sir, my task is rendered relatively easier when the
situation with regard to the Bill has been explained lucidly in such great
detail by my Leader and the more objectionable portions of the Bill as
they still remain have been pointed out by him and by various Members,—
particularly those relating to business have been pointed out by the business
Members of this House. Sir, the more I read this Bill, the more I admire
the Honourable the Finance Member. I am assuming that the Bill is the
outcome of his thoughts and reflects his personality. When it suited him,
he followed the English law. When it did not suit him, he has declined to
follow that. He quoted to us with respect the Maemillan Committee’s
report and yet much from the Codification Committee’s draft bill which he
twould have adopted in this Bill has not been adopted by him. Then with
regard to the Income-tax Committee constituted by him of his own sweet
will and not according to the manner in which we wanted it, he has followed
such recommendations as he liked and ignored such recommendations as
he dialiked. With regard to the Privy Council and other judicial judgments
cp income-tax matters, he has accepted what has appealed to him and he
bhas quite arbitrarily failed to pick out the other points—one of which Mr.
“l'own pointed out. Sir, I admire him for that thoroughness and for his
patriotism. Above all, I admire him because it discloses a one-way mind,
that is, 8 mind with a single *purpose and without meaning the least dis-
respect to him, I say that he deserves to be placed in the class of statesmen
who have now the care of the two Central European States. He is a great
Hitler of finance.

Now, Bir, one of the recommendations of the Income-tax Inquiry
Committee was to make some modification of the definition of agricultural
income, and one of the pointa which the Honourable the Finance Member
eoald have brought in here was about usufructory or possessory mortgages
in agriculture which are purely money lending transactions wherever there
is & covenant for the return of the capital. But, Sir, he has dealt lightly
with agricultural interests and has dealt rather heavily with business inte-
resta. 1 must, in justice to him, however, point out with regard to agricul-
tural incomes that, hitherto, under section 14 (2) (a), an assessee would not
be taxed on a dividend received by him outside British India on the assump-
tion that the company had paid the necessary tax. Now, the dividend will .
be added to the income on which the assessment will be taken, and, under
section 18 (§) credit will be given to him. But the credit will be given to
him only to the extent to which the income in the hands of the company
har paid tax. Sir, in other words, the position will be this, that if the
company had any tax free source of income, such as agricultural incomes
tax free securities or accumulated depreciation allowances, then this income
which was exempt, which was by law exempt in the hands of the eompany,
will now be taxable in the hands of the individual shareholder. The effect
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of thiz‘; will be that the shareholders of tea companies, unless a specific
provision is. made for them, and also of zamindari companies and other
companies, whose source of income is agricultural, will be liable to pay tax,
whereas they _were exempt before. And yet, the Burma income of the
Chettiars, which was agricultural income 1ll yesterday and exempt and
which would have continued to be exempt but for the political accident of
the separation of Burma, is sought to be taxed in the arrangements which
are sought to be provided for in the Bill, Sir, the heavy hand is laid, as I
ghall show presently. on business interests, whereas the agricultural and
other interests equally important in the country, but perhaps politically
nore friendly to the Finance Member and the interest which he represents,
have been let off lightly. I say that the heavy hand has been laid on the
business interests particularly, for this reason that the Provineial Govern-
mente will, probably on account of their own needs, soon be compelled to
levy what is known as the sale tax, that is to say, a form of tax on husiness
turnover, which will also have to be paid by the business community. S8ir,
it is necessary that the business community which is going to bear the brunt
both of this as well as the other levies which I have mentioned from the
Provincial Governments, should have to deal with simple machinery, with
simple provisions, and on the whole, they should be free while paying what-
ever is due from them from harassment as much as possible.

Now, Bir, the thanks of the House are also due to the Select Committee
for many things, but I would specifically mention the modification of the
penalty in section 28 for the non-filing of the return of income. I do not
agree at all with my friend, Mr. Town, that there are people who escape
this income-tax and they are doing so deliberately, that is to say people with
an income ranging between Re. 2,000 and Rs. 8,500 and that the compul-
sory provision should be introduced. May I ask him why Mr. Town, who
knew all these people, did not do his duty promptly by informing the
authorities . . . .

Mr. H. 8. Town (Nominated Non-Official): Because they were not liable
under the Act.

Mr, Manu Subedar: Mr. Town does not know, as Mr. Nauman rightly
ointed out, the life of the people who have an income of Re. 2,000. We

ow it, we have lived that life, and I will say this, that all the people who
make 1is, 2,000 should not be credited with the capacity, with the literacy
or with the conveniences to promptly pay up or to send in the necessary
returns or otherwise to declare their incomnes. Sir, if ealled upon, even these
men, Mr. Town will amgee, will declare their incomes réadily and without
ans form of pressure; in fact there are adequate penalties for wrongful
declaration. Therefore, I welcome the relaxation of the penalty clause, and
1 also welcome the restoration of section 27 for re-assessment on sufficient
cause being shown. There are welcome modifications also with regard to
dividend and depreciation, but I fear that the obligations which are still
left, as for example, the obligation to inform under section 88, the deduc-
tion at source under section 18, the collection from non-residents and
wvarious other obligations which fall on small and large assessees, will make
it compulsory for almost every assessee to employ an adviser, I think the
Finance Member's name will go down to posterity by his manner and
method of making the income-tax laws more onerous and_for establishing
the profession of income-tax consultants for ever who were hitherto employe
only by the rich, but who will henceforward be employed by practieally
every assessee, except, of course, Government servants.
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8ir, no one is disputing the fact that Government are entitled to take
such money as they need with some relation to the ability of the population
to bear. But the procedure for getting the money and the legal obligationy
on the tax-payer 1 feel need not go to the extent to which it has gone. ¥
dislike phrases like this—'‘Salary due to him whether paid or not"'; ‘‘incoms
received or deemed to be received’’; ‘‘intended to be paid’’; ‘‘shall be deem-
ed to have been distributed'’; ‘‘shall be deemed to be an assessee’’; ‘‘income
receivable’’; ‘‘deemed to be an agent'’'; “‘deemed to be under the contrel
of’* as in 23A. I will read for the entertainment of the House a section
which has altogether too many ‘‘deems’’ in it. -

‘“‘When a company is 8 shareholder deemed under sub-section {f) to have received:
s dividend, the amount of the dividend thus deemed to have beem paid to it shall
be deemed to be a part of their total income.” '

Why does not the Finance Member deem that he has already received
what is due from us and be done with it!

Sir, many clauses of the Bill are prooceeding on the assumption thnt
every tax-payer is a dodger and that his honesty is not worth a penny's
purchase. Apart from the fact that sny comparisons between Eng.and
and India to the disadvantage of this country are entirely misplaced—aa
those of us who have lived several yeurs of our life in England can readily
demonstrate and prove,—apart from that, I say that no allowance has been
made by the Finance Member for human feelings ut all in framing the
Bill. No allownnce is made for the limited capacity, for the limited literacy
and for the peculiar circumstances of most of the assessees in this country,
the fact that legitimate social trusts, legitimate occasions for settlement
which arise in the life of the citizens of this country, the fact that that¢ is
not recognized itaelf shows the amount of basic distrust on which the Bill
is framed.

In spite of this, 8ir, even it all the provisions here were accepted with
such modifications as we propose to urge in due course, T submit that
several important items wi.l still remain undecided. For one thing the
depreciation rates still remain undecided. I am not satistied with whag my
Honoursble friend, Mr. Chambers, said, that these rates will be decided in
consultation with the trade econcerned. 8ir, I know some of these consulta-
tions. We have consultations with Government officials who come to us and
tell us what they propose to do. They hear what we have to say and they go
and do exactly what they intended and liked to do. This, Sir, may be all
right in getting over a Chamber of Commerce, but this is the Legislature
and T warn my friends in the House not to be content merely with this
assurance but either to secure an option of the old method or to say that
these rules will come through this House for acceptance hefore they are
adopted.

Then, I want to know with regurd to the slab system the minimum
rates which will be exempt. The Honourable the Finance Member in
dealing with this point mentioned that it will be nearly Rs. 2,000. Now
1 am not quite clear why he said ‘‘nearly Rs. 2,000 instead of mentioning
a specific figure. My reading of the slab rates and the scale, as drafted
in the Income-tax Committee's report, is that only the first Rs. 1,500 will
he entirely free of all tax. If that is so T would like to know why the
Minimum limit which is Rs. 2,000 at present should be lowered to bring in
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people with ‘u lesser income than those who were already free before. I
would like to have that made clear. Then it is quite right that whatever
fractional escape there was under the step system should not take place,
but, 8ir, I do not know why this exemption of the first Rs. 1,600 of ineome
should also go on in the case of higher incomes. Then with regard to the
slab system another eriticism of mine is that there was a epecific promise
at the hands of the Finance Member’s predecessor with regard to the sur-
oharges, that those surcharges had to be removed as and when the time
arose. But, unfortunately, no steps have so far been taken for such re-
moval. I find that the slab scale a3 devised by the Income-Tax Committes
takes no notice of these surcharges. From Bir Otto Neimeyer's report 1
am inferring that the officials feel inclined now to ignore the promise which
they had made in the matter of these surcharges. My English business
friends have already mentioned this point and I think it is necessary for us
to know before we proceed clause by clause with the Bill in the reply which
the Honourable she Finance Member will give as to where we stand in
this matter. '

Then, 8ir, there is the uncertainty regarding provisions for the Tribunal.

The Honourable Sir James Grigg: 1 will certainly put down the amend-
ment on that point as early as possible. I hope it is either on the paper
or will be very shortly and leng before you get to that clause anyhow.

Mr. Manu Subedar: 'Thank you; 1 ain glad the provisions with regurd
to the Tribunal are now going to be introduced. But I join my friend,
Mr. Town, in saying that the applicability of these provisions should not be
delaved and there is no reasonable ground for interposing a period of two
years between the passing of the Act and the working of the Tribunal.

Then, Sir, there is the question of corporation tax and surtax. I will
read the definition of corporation tax as given in section 811.

““Corporation lax means any tax on so much of the income of the companies aa
does not represent agricultural income, being a tax to which enactments requiring or
authorising companies to make deductions in respect of income-tax from payments of
intorest or dividends or from other payments represcnting u division of profits have
no application.”

Sir, this corporation tax definition was not found satisfactory by ‘many,
including Sir Otto Niemeyer, and my fear is that some of the provisions in
this Bill when made into law will make this definition still more inappro-
priate. But super-tax, Sir, is put down in section 55 of the Income-tax Act

ag follows: -

“In addition to the income-tax charged for any year there shall be charged, levied
and paid for that year in respect of the total income of the previous 3’.’9" of any
individual, Hindu undivided family, company, unregistered firm, etc., an additional duty
of income-tax, in this Act referred to as super-tax, at the rate or rates laid dowm
for that year by Act of the Central Legislature.” .

Now, Sir, the problem of super-tax is a problem which 1 am sure my
friend, the Honourable the Finance Member, could have settled if he had
consolidated the super-tax rates with the ordinary income-tax. It would
have left us a very much simpler machinery. I want to make it u.xte'
clear that I am not pleading for any reduction of burden on the class WLwh'
has borne this super-tax. All I am saying is that you are having two levies
under two different names but which are one in fact and which prevents

you
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Mr. Deputy President (Mr. Akbil Chandra Datta): I think the Honour-
5r.u  able Member will speak for some time more?

Mr. Manu Subedar: Yes.

Mr. Deputy President (Mr. Akhil Chandra Datia): Before we disperse

* I ought to mention that in view of the fact that there are so many other

speakers who are wishing to speak on this Bill, it is the desire of some

sections of the House that the question hour may be dispensed with. May
I take it that that is the general desire?

lv H
Honourable Members: Yes.

Mr, Bhulabhai J, Desai: Yes_ Sir, it is the desire, at all events of all the
friends whom I huve consulted that the question hour should be dispensed
with; but I aiso wish to say that the sacrifice is made in the interests of
closing this debate on Saturday. 'The intention is not that we have got an
hour and let us spend it otherwise! It is on that understanding definitely.
So far as we are concerned, the present speaker will take another ten or
fifteen minutes and we are putting up only one speaker from our Party nnd
no more. I have equally come to an understanding with Dr. Sir Ziauddin
Ahmad that his Party will take 45 minutes in all—it may be one or two
-or three or five speakers, but 45 minutes in all will be their limit; and
then there is Mr. Aney, Leader of the Nationalist Party, who will participate
in the debate and Mr. Husenbhai Laljee who has been trying to catch your
eye for some time. Then Bir James Grigg will come at the end and we
expect him to get up at half past four -

Dr. Sir Ziauddin Ahmad (United Provinces Southern Divisions:
Muhammadan Rural): There is no Ramzan on Saturday.

Mr. Bhulabhai J. Desai: That is what I am saying. Sir James Grigg
will rise at half past four and I trust you will sit a little longer than five, if
necessary, to enable him to finish, if he has a few more pages of praise for
me left.

The Honourable 8ir James Grigg: Sir, I am extremely grateful for this
arrangement because it does ensure that the debate will finish on Baturday.
Of course, I realise that giving up question hour is no -sacrifice to this side
of the House and my gratitude is all the more for the sacrifice of the other
side.

Mr. Deputy President (Mr. Akhil Chandra Datts): 8o, the question
hour will be dispensed with on Saturday and the arrangement that has been
Egpoaed by the Leader of the Opposition is, T take it, accepted by the

use.

: !ononrsblo Members: Yes.

The Assembly then adjourned till Eleven of the Clock on Bat.urday, the
26th November, 1988.
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