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~  ASSEMBLY. 
W'8dneBday, B3rd November, 1938. 

, -, 
The Assembly met in the Assembly Chamber, of the Council HoUle 

at Eleven of the Clock, Mr. Deputy President (Mr. Akhil Chandra Datta) 
iJt.:t.he Chair. 

MEMBEU SWORN. 

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

STARRED QUESTIONS AND ANSWERS. 

(a) OUL' ANSWBBS • 

.flacBU1'1'JDIlITT TO TJI'.B INDIAN Amly DO]( TBlII CBNTBAL PBovnrOBS ABD 
, BBBAR. 

,1_ •• .,. GoVlDd V. Dubm1lkh: Will the Defence Secretary pleaae 
state: 

(a) the centres in the Central Provinces Bnd Berat: for recruiting 
men for the Indian Army ; , 

(b) ~  ,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, 88 well lAS 
to the population of these Provinces; and 

(d) ~  present policy of recruitment, and if it is going ~ ~ ~  
, if not, why not' "  ,  ' 

Mr. O ... G. oanvte: (11) There Ilre no recruiting centres in the Central 
J:l.mvinoes or Berar. Men resident in theCentt81 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 ~  are recruited as a separate class. Other Hindus 
,aud MussalmaDS who are recruited from the Central Provinces and Berar 
are classified a8 "Hindus" or ~ , arid are 'not ~  ti.ider 
any class denomination: 

. " (c) The pl'qportion to the total strength of the ~  i& ·08 ~ cent .• OO 
the proportion to the total male population of these provinces is .1)()()4 per 
~  

, (d) There is at present no intention of revising the present policy the 
~.  for which were stated in my reply to a supplementary question 
arising out of Mr .. Satyamurti's starred question No. 1060 on the 15th Sep-
tember, 1988, and in answer to part (a) of starred question No. 1086 asked 
by Mian GhuJam Kadir Muhammad Shohban on the same date, and in the 
reply of His ~  the Commander-in-Chief to the debates in the 
CQunciJ of State on the HonourabJA Mr. Susil Kumar Roy' Ch&udhury's 
Resolution regarding military training for Indians on the 21st Febru87' 
1988, and on the Honourable Mr. P. N. Sapru's Resolution on the recruit-
~p  of ~  .to the Iridian Army in April, 1985. .. 
- ( 1813 , .& 



LBOISLATIVE AS8B11BLY. [28BD Nov. 1988. 
. 

Ill. GovlDd V. DealuDuJch: 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 01;1? 

Ill. O. II. G. Ogilvie: If they are QnXious to join the army, they pro-
ceed either to Delhi or to POODa. ' 

Ill. Govind V. Dellhmukb.: Are these places advertised and i. &By 
propaganda carried on in the Central Provinces and Berar?, 

Ill. O. II. G. Ogilvie: I presume they are p ~  well known, as the 
arrangements have been in force for 8 very long time. 

1Ir. Govind V. Deahmukh: Can the Honourable Member inform me 
what is the procedure, who carries on the propaganda and how? 

1Ir. O' II. G. OgUvie: I am not a.ware that any propaganda is carried 
')n, but anyone who wanted to join the army could find out from any 
Clfticiulwhere the recruiting office which dealt with that area was. ' '.:-

, Mr. Govind V. DeshmUkh: Is thE' reeruitment. annual or is it cmly re-
sorted to only at. t.he time when the war breaks out? ' . 

lIr. O. II. G. Ogilvie: No, the recruitment goes on in p~  time. 
There are quite a number of these persons in the army at present. In fact, 
their proportion to the \otal strength of the army is '03 ,per cent. 

Mr. Gcwind V, Delhmukh: Is the p ~ a fixeq one or does it vary 
according to the circumstances then prevailing? 

Mr, O. II. G. Ogllvle: It might quite conceivably vary considerably: it 
is not fixed. 

Mr. BroltDdra Bar&JUl OhaDdh.,.: Are the expensea of the journq 
incurred by the candidates paid by Government? 

:J[r, O. II. G. O,nvle: They pay them themselves. .  J  ' 

. . ~ ': . 

Kr .• , II • .J0Ih1: May I ask whether the policy regarding,the recruit-
ment will fonn part of the investigation of the ~  Committee".; 

'llf. ~ II. G,' ,OgOvie: I must refer the Honourable Member to tJIe· 
terms of reference of the Chatfield Committee. ' 

'Seth·Qovbul »u: Are Government aware that in the Central Provinrea 
~ aborigines, the Gonds. are the fittest race for militaTv purposes findia 
r,mything being done to recruit the Gonds of the Central Provincea? 

•• O' K.G. Ogilvie: Gonds are not one of the classes enlistEld. 

1Ir. S. Satyamurtl: With reference to answer to clause (a) of the-' 
'1PMtion and the answer to the supplementary question of my Honourahltt 
~~ , .Mr. Joshi, may I know whef,her, apart from the ~  of reference" 
wliich we have all read,. the IiIonGurable the, DefeBce· Secretary': is, in a p ~ , 
lwn to tell the House whether aeny ~ ~  is being placed before the-

L . 
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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 
Illdian defence, and whether in that category the present cla88es from 
whom recruitment is made should be extended, -or whether that questionia 
. boing examined by the Chatfield Committee with a view to getting the beat 
': 9'Qlue for the money spent? . 

Mr.O •.. G. Oplvte: We 'are getting the best value for the money 
. 'tpent. The question of the· extension or the ~  of the claSBes who 
are now enlisted in the army has nothing to do with the terms of referenCe 
')f the Chatfield Committee. 

Mr. S. SlItiyamurtt: May I take it, therefore, that the question of reo 
cruiting for the anny from all provinces and communities is not a subject 
of investigation by the Chatfield Committee? 

Mr. O. II. G. Ogilvie: The Honourable Member could see it for him8elr 
by reference to the pul:.lished te!'m£l. of reference. 

lIIr. S. Satyamurt1: The published terms of reference include the best 
value for tlw money being spent on the Indian defence forces. May I  know, 
t.bemore, whether the question whether the Goyernment of India are get. 
tmg the best value of tbe money that they are spending is being investigated 
~ the Chatfield Committee 8S 8n expert Uommittee from their point, of 
~~  .' . .  . 

Mr. O. II. G. Ogilvie: As far as I  know, not. I cannot speak for. the 
Chatfield Committee but I should imagine that on a point of that . aori 
they would gladly accept an 8ssuranc·e by those who know. 

Mr. GoviDd V. Dllhmukh: Will Government increase the number of 
,recruiting centres for the army in the Central Provinces and Berar So that 
it may facilito.te the increase in the army I)f the men from these Provinces? 

1Ir. O. II. G.O,uvte: There is at present no idea of doing so. 

Prof ••• G. Jr.aDa&: Why is it that the Government of India have never 
thought it fit to make Jubbulpore or any other equally suitable place 0.8 one 
of thA recruiting cenues for the Central Provinces? 

. . 

Mr. O. II. G. 0gU. ... : The Honourable Member asked for certain in-
~  which I gave him. The reason, I suppose, why no further recruit-
iftg :oftlces in Jubbulpore or eltlewhere are opened is largely '6naDci&r and 
.,ccause the present arrangements are sufficient to cope with the limit'ed 

.~  of persons enlillted from those provinces. 

" Xl.T. S. AvinashllljD,&m OhettJar: May I ask whether the Government 
have considered the claims put forward by the various provinces that they 
Ihould be given greater chances of joining the army? 

. Mr. o .•. G. O,uvle: I submit that that does not ariSt) frQtn this ques· 
tion. . 

, Mr. T. S. AvfJlUbIltD,UD dhett1&r: It does. The purpose of the .q\la,. 
ti(m is only this that the Central Provinces and Berar do not get the proper 
.. (Ihance of supplying reeruits to the army. .' 

A 2 



:U14t LBGI1ILA TIVB A89J111BLY. [28BD Nov. 1988. 

JIr. O ... G. O,uvll: I sUbmit that this question refers only to ~ 
(Jonwal Provinces and Berar. 

Prof. "I Q, BuIp: Aze we to . understand that the military authorifliell 
wbo are stationed at Jubbulpore are not competent to examine ~ 
would·be recruits and find out whether they win make good recruits or noll? 

Mr. 0, lI, G. OcUvie: .No, it is Dot a legitimate assumption atall ... .'Mu' 
,fact, is that there is a recruiting office within measurable distance and that 
is sufficient for these limited purposes. 

, 
Mr. S, Satyamurtl: When was this polir.y of recruitment last laid down 

by the Government of India, and when was it re·examined? 'May I")mow 
tht-re080ns why Government do not propose to re·axamine 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· 
f'mment of India? 

Ill. O. X. G. OgUvle: I submit that that doeR 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. 
aDd if the Honourable l\Iemht>r will lookup the references here, he will see 
the' reasons stated categorically and in detail. , " 

Ill. S. Sat)'amurt.l: I submit that the second part of my question does 
arise. The question, you will see, in the ol'igina] form is: . 
, '"The present policy of recruitment, and if it is going to be ~, . if IIOt; wJur 

'aot!" , 

My Honourable friend said that it W9.S not going tlo be revised. 1 am 
asking' him to state the reasons why they do not propose to revise. this 
PI)!icy, in'view of the extraordinary claim made by SirSikandar H8yat 
Khan, tbe Punja.b Premier, that he has got a domina.nt voice in the defence 
and military policy of the Government of India. 

MI, O. X. 'G. Ogll'lle: 1 am afraid that I read this question of the 
pre-sent. policy of recruitment as referring to the Central ~  aod 
Berar. 

.~  DBMAW1)BD l'BOlII TBB KBB'PBB OJ' THB ~ AND TKlI PuBLtSHlIB 
01' TJnI NAVJYOf'T. AN' AJlIIBB JlmDI Wony. 

I_, .Kr, A1NlUl QaJyum: Will the Honourable the Home KAmber 
Mabe: 

(a) whether the Government of Ajmer.Merwara have demanded any 
security from the keeperof.-the Press and the publisher of the 
N4"ifloti. an Ajmer Hindi Weekly; 

(b) the amount of the security; and 

(c) the rea.sons therefor? 

'lila Honourable Mr. 11. ••• IIP.en: 
,~ .  for Nttvaioti. 

(b) Rs. 8,000. 

(a> Yes: N4ViJloti ~ pf4Su9J08bly 
'. .' .. 
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(c) For publishing remarks likely to bring into hatred and contempt the 
Government established by law in British India. 

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

The Honourable Mr. B ••. KaweU: ,No, I have not seen the whole 
orticle, hut that is not my impression. 

Mr. Abdul Qaiyum: Then what were the reasons for demanding .this 
security-it is 8 very wide term to say, in the interests. .' What were the 
particular charges against this paper? 

The Honourable Mr. B .•. KaWeU: The order requiring security speci-
fies the exact nature of the ~  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 
Hable to security. 

Mr. Abdul Q&i1Um: Does the Honourable Member mean tha.t this 
demand for security had nothing to do with the army reeruiting Bill ?ThBt 
is what I wanted to know. 

The Honourable 111'. B .•• JluweU: I have already said that fhayt' 
not seen the whole a.rticle, but. that is not my impression . 

.Al>PoINTM"ENT OF A PllBsON OF TIIlI: .FINANC.B DBPABTJOD(T TO TJOII CBAWDILD 
COMMI'1"l'BE. 

tWo -Mr. Abdul QaIyum: Will the Defence Secreta.ry please sta1Je: 

(a) whether anyone belonging to the Finance Department of the 
Government of India has been appointed on the Cbufield 
Committee; 

(b) if not, the reasons therefor; and 

(c) whether the Government of India were consulted about th. 
composition of the Chatfield' Committee; if ~, what wae their 
advice, aDd whether ~ same was accepted? 

Mr. O ••. G. Ogtlvte: (a) No. 

(b) The view!! :)f t,he Finance Department of the Government of India 
wiil be placed .... 

. ~ ~  • .Tamu GrJg: •.... have been placed .... 

'Mr. O ••• G. 0111"': .  .  .  . have been placed before the Committee, 
but aetual representation has not been considered necessary. 

(c) The Government of India Were informed of the proposed compoaition 
of the Committee and were invited to nominate a representative. 
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Kr. Abdul Q&1yum: With ~  to the answer to part' (a) of the 
question, is it a fact that a Financial Adviser to tbe War Office in England 
has been appointed to this Committee as Assistant Secretary? 

1Ir. O ••• G. Ogilvie: There is ~  officer appointed as Assistant Seo.! 
retary, but he has nothing to do with the policy of the ComD')..ittee. 

:: . 
JIr. Abdul Q&1yum: Was he on the staff of the War Office in England? 

lIr. O. Il. G. 0lllvle: Yes. 

1Ir. Abdul QalJUm: On the financial side? 

lIr. O. Il. G. Ogilvie: Yes. 

lIr. Abdul Qalyum: Then, what are his functions? 

1Ir. O. II. G. Ogilvie: AI'! Assistant Secretary. 
'"0:.", I 

1Ir. Abdul Qa1yum: Was it ~  pOssible for the Government of Indi,& 
t() appoint a similar official ~ the Finance Department· of the Govern-
!)'lent of India? 

1Ir. O. II. G. OgIlvie: It was not necessary. 

lIr. AbdUl Qaiyum: May I know if the initiative. for the pp ~  
of this Committee waR taken by the Government of Indin or hy ~  
Government? . 

1Ir. O. Il. G. Ogllvte: By the Govem.ment of India . 

. 1Ir. Abdul Qal)'1UIl:' Did the Govemment of India. ask for a Committee 
constituted 88 it is at present, excluding entirely the Indian element? 

1Ir. O ••• G. OeUvle: Not in the least. It was not the concern of the 
Government of India to ask for the Committee to be constituted in any 
particular manner. It asked His Majesty's GoverIl;ment to send a Commit-
t.E'e out here to investigate for themselves the problems of Indian defepce. 

1Ir. Abdul Q&lyum: May I know the reasons why the Government of 
1 ndia did not press the fact that Indians should be represented on that 
Committee by Indian nationals? 

1Ir. O ... G. Ogllvle:.! 1-have already answered that question. 'rlie 
reason is to be found in the terms of reference. . 

Mr • .Abdul QaJJum:'18 it.not.a.fact tha.tthe compoSitionof:6heCom-
mittee indicates that this Committee will have a purely p ~  out-
look;-will look at things more from the imperisLpoint of vieW' thaD:.from 
the purely Indian point of view? .' '. " i 

Mr. O ••• G. Ogilvie: That. T ~ .  not a question but an insinua.-
tion. 
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, Mr. Abdul QaJyum: Is it not a fact that offiQel'8 who ,hac:l something to 
d(' with Iraq 4nd otJler ,parts of the ~  Empire-people who ~  ~
iJJg: with the present rearmament polley ill England, namely, th? lDlpenal 
'policy, have been appointed to this Committee to the utter excluslon of any 
Indians? 

'.' ,Mr. O. K. G. Ogilvie: Persons were appointed t'o this . : ~ ~ , 
in the opinion of His Majesty's Government, were best qualified, to advlse 
them: and us regards the technical side of Indian defence, we have our (·wn 
representative. 

Mr. Abdul Qaiyum: Did the Governmen.t of India,.after the ~  
was constituted, protest against the exclUSIOn of Indlans from thiS Com-
mlttee? 

1Ir. O. II. G. O,nvle: No. 

lIr. Abdul QIIJ1IIIl: They simply acquiesced in it,? 

Mr. O. II. G. O,nvle: Certainly. 

: ; IIardar Sant Smp: If the 'Government of India asked for the appoint-
ment of this Committee, may I know what ~  . :~ to, p~ ~ the Gov-
'ernment of India from appointing a' C'J()mmittee by themselves Without con-
lJIultRtion with His Majesty's Government? 

Mr. O. II. G. O,uvte: The Government of india can appoint any 
'Oommittee they like, even hundreds of them; .but in ~ tlley _eel 
His Majesty's Government to appoint a Commlttee. 

Sardar Sant Singh: 'Wha.t was the reason for asking His Majesty's Gov-
ernment to appoint a Committee? 

Mr. O. II. G. Ogtlvle: I think that matter ought to have been fully 
clear from the speech of the Honourable Member for Finance on September 
the ll!,th. ' 

Mr. S. 8atJamurtl: May I ,ask for sOlIle elucidation of the answers with 
reg'lud to the reJationship of the Finance Dep8rtment of the Government of 
India to this Committee? I t,hought that my Honourable friend said, 
"views". "repres6ntatioDs"; Bnd so on,' May I know if this Committeeia 
acting in concert with the ;Finance Department of the Government of India 
80 far BS the financial side of this enquiry is concerned, or does the Finance 
Department only appear as a. supplicant or as a witness? 

': Mr. O. II •. ~. Ogllvte: The :views of .the,Finance, Department of the 
Government of India have been placed fully before this Committee. More 
than that, I.cannot say. . .. 

" Irr. S. Sat)'murtl: I want to know whether they . ~ placed merely 
in the, position of witneues appearing before them, or it was a. catle of the 
members of the Committee meeting my Honourable friend, 'the Finance 
Member, and his Secretary and disctaBing with them the ~ question 
and trying to Bee the point of view of the Finance Departlllent, of the 
'Government of India. 
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1Ir. O. II. G. ~91 : I do not propose to disclose the exact methods 
by which the Oomuuttee works, and I must limit myself to stating--ruiil 
I hope my Honourabl'5 friend will be satisfied with that-that the vieWs 
of, the Finance Department have been fully placed before the Oommittee. 

1Ir. S. ~1 1 : May I know if the Honourable the Finance Mem-
ber had any discussion with that Committee or he appeared only as a Wit-
neaa before it? 

1Ir. O ••• G. Ogilvie: The Honourable Member had better addren 
any questions he wishes to 118k on that matt.er to the Honourable the 
Pinnace, Member. 

1Ir. S. Sa\yamunl: I am doing that. 

The Honourable Sir lam. Grla: I am not sure I can distinguish the-
two functions, but I can repeat the Defence, Secretary's assurance. that 
the views of the Finance Department of the Goveritment of India ''have:-
been placed fully before the Committee. 

,1Ir •• IUlU Subeclar: May I know whether these views of ~,. ~  

Dell8l't1Jtent of the GoveTni:rientof India which have been placed before the 
COmmittee will b'5 made available to the Leaders of Partles in I;bfa, 
H6u1e? 

fte BCIIlO1Ifable Sir lam. GrlQ: No. 

111'. Jllau Subld&r: Why not? 

The Honourable Sir lamll Brig: Because the enquiry isconiideutial. 

1Ir. Abdul QIlJ1Ull: Is the mere .fact that ,any talk took place between 
the Finance Member and the Committee also oonfidential? 

fte lIonouable Sir lam .. Grta: J cannot hear the Honourable Mem· 
ber and so I cannot answer. 

1Ir. Dlpu'Y PnIldlDt (Mr. Akhil Chandra Datta): Next qUE'stion. 

8AVDrG8 DUB TO THB T:lu.W81Pl1B OJ' CBBTAIN BR1TIm TRoops OUT all' '1'Iiil 
INDIAN ESTABLI8JD1l1liTT. 

1~1 . .:Kr. A.bdul Qa1yum: Will the Defence Secretary plea. &tate: 

(a) the number of British troops in India before the ~ ~ the 
four British battalions to the Imperial . ~  

(b) their number after such transfer; 

(c) whether this transfer is likely to result in some relief ,~ the 
Indian budget; and 

(d) if so, the amount thereof, b€>th iJDDledia.t.e and prospective? 

JIl. O .•• B. 0atWle: <a' 4:'7,&91. 
(b) 44,799. 

(0) Yes. 
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(d) It will reduce the coat of British troops bome by Indian revenues 
by 25 lakha in the current year and by 78 lakha in subsequent yeat'l!. 
There will also be an ultimate saving in non-effective charges. 

1Ir. Abdul Qa1:rum: In view of this happy result that there is some 
reduction, will the Government of India pursue the subject by reducing 
the British troops sun further? 

1Ir. O. M. a. 0lilvle: I do not see that it arises in /lny way from this 
question. . 

Mr. Abdul Qaiyum: It arises from the last part of this question and 
also from part (a). It is, after all, econo.lD,r which .is the object. (After 
a pause) I want an answer-"both iinmediate and prospective". 

1Ir. O. M. a. Ogilvie: The qpestion, which presw:pably was framed by 
the Honourable Member himself, clearly relates to the fOllr British batta-
lions mentioned ·in part (a). 

Mr. ~ ,  (Mr. Akhil Chandra Datta): Does the Honourable· 
'Member (Mr. Abdul Qaiyum) insist upon an answer to his question? 

Mr. AbdUl Qaltiam: I do, but I am really surprised that there is SODlf.>· 
~. of p ~ betweeJ?-all. the_ Members sitting on the front Benches 
opposite, not to give any InformatlOJl. 

(*r.D.., '1'NIIdIIlt (Mr. Akhil Chandra Datta): TheD, De:ri 
que'tltion. 

POOL OP OWrcmpoB'THB FmANOI ~ 

1608. ·Mr. '1'. S. AvlDuhtUul1m Ohettlar: Will the Honourable the· 
Finance Member state: 

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

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

(c) whether persons have been selected for the pool; if 80, .how 
many of them belong to the Indian Civil Service, and bow 

. 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 Sir lamll arlg: (a) to (d). The attention of the· 
Honourable Member is invited to the replies given by me to statTed ques-
tions Nos. 112 and 229 re8pectively asked by Mr. K. Santhabam 'and 
8eth Govind Du in the Legislative Assembly on the 10th and 16th A rig-ust. 
1988 . 

•• 4f'. 8. Av1D-Wagam CJIleftI&r: The Honourable Member gavefto,· 
ibfaftnaticm on· that subject then. 

fte BoDoarable Sir I'&mII CJrIg: I think tbat i'B a .lightexaggeration-
but if the Honourable Member will look ~p the reply, ,'he willftndthat 
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a comprehensive Resolution will be published on the subject shortly. 
That is the position still only the period has beoome shorter now. 

JIr. S. Satpmartl: Does the ~ : ~  hope to pass' ~ 
orders on this tlCUCllle, before he takes leave of us? 

'1"he Honourable Sir Jam .. Gnu: I hope so, Sir. 

JIr. T. S. AviD.aBb.illDgam OheW&r: May I ~  whether the p ~  
of Indian Audit Service and that of the Indian Civil Service has been· 
.ued'l 

'!'he HOIlOlINble Sir Jam. Grtu: That was dealt with :hl ~. ~ 
.to which I bave referred. 

-

SUPPLY 01' SBBVICB RlPLBs TO ~ >  ~ INDIA, . 

. . 1m. -Mr-. Gov1Dd V. ~ .:. (It) Will the. ~  Secretary 
'please state if ~  are any schools in India, apart frOm· military ·iIChoola 
maintalned. by Government, to which service ri1Ies are supplied by Govern-
ment, free of cost? What are the names of those schools Gnd where are 
'tbey ~  . . . 

.. (b) Are those schools exempted from rules requiring lieenoes -under ~ 

.Anns Act? H sc, on what grounds? . -~. 

~ : '{e) Do Governmetlt propose··to grant sil'liilar exemptions from obWDing 
.lieences under the Arms Act to: . ". 

(i) GOV9l'nment or . ~  school.. .and 
(ii) other sCQooIs? If not, why not? 

Mr. O ••• G. O,uvte: (a) and (b). I refer the Hon01H'8ble MBmber to 
the information laid on the· table on September 5th, 1988, in answer to 
question No. 106 asked in the Council of State by the Honourable Mr. 
V. V. Kalikar on the 21st February, 1988. 

(0) No, as exemption depends on the fonnation of 8. cadet .company 
-·of the Auxiliary Force, India, or Indian Territorial Force. 

. 1Ir. GoviDd V. Delbmukb.: Are ~ exemptions confined exclusivel,. 
·to achoola for Anglo-Indians and p ~ 1  7  . 

. _, I(r. ~ ..••. ~. o,uvle: I think so" Sir. 

. Mr. T. I. AVtnIlbUtDI&Dl Ohdtlar: Ma.y I know why these p ~ 
have been given only. to ·sc:bOQls -fo.r . ~ .  . ~ p  .'. 
• . ",', _' t.. .. .  . 

.... O ••. G. O,uvte: It is not because the schools are those to \vhich 
rAnglo.lndians and' Europeans 'only are 'admitteci:-,' -It ··il becI,LVse.··flhoae 
.choole happen to be suitable schools for. t.he .form.mon.of· the e,adet ~, 
8a the age of a large proportion of the boys thereat is between 16 and 18 
.. lid because they are situated in places where tb,ere is ~  of t.he ;Auxi-
·tiary ~ India. -.,. . . . . . I.'. " : ~  ,: 
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Mr. '1'. S. AvtnUbutn,,,, Ohettlar: May 1. know Whether ·tne&i.:two 
are the only conditions which have to pe fulfilled for any school to get 
this exemption? 

Kr. O. X. G. Ogilvie: There ~ Bome more. 

JIr. Govmd V. DeshmUkh: What are they? . 

, 1If. O. X. G. Oplvie: One is that th81'e should be an armoury propeTly 
t{uarded where t·he . rifles which are supplied -by GoverDmentcan be kept. 
Ariother is that there should be members of the staB who are suitable to 'be 
granterl cOlllmissionR ill the Auxiliary Forc(", India, 'or the Indian Territorial 
,lI'orce. 

1If. '1'. S. AvlDMhtJInl&ID OheUi&l': May I know if GOvemment will 
,rive theRe exemptions to Iudian schools which lIaJ;isfy these conditions? 

1If. O ••• G. O,nvie: So far, to the best of my knowledge, there has 
beenuo application from any Indian school for a ·cadet company' but if 
an application is made and if the conditions are fulfilled I ean assure the 
Honourable Member that it will I?e ~  sympathetically. 

• •  • J ." .... .... • 

:Mr. Abdul Qaiyum: Mil,)" J know whether thilol 'grant of exemptions ~ 
Anglo-Indian snd European ~  only is the result of an accident or is 
it based on some ~  . 

JIr. O. M. G. Ogilvie: I have already ~  p~ ~ the p ~ . 

:Mr. Abdul Qaiyum: How does this fit. in with the declared policy tha't 
the defence of India shall bathe increasing ~  of the ~  people? 

Mr. O. X. G. 0lllvie: I submit that this 'does not in any way conflict 
with that, decJamtion. 

JIr. P .... D&IIUIID: May I know whatal'e the names of these Rch'ools 
and where they are situated? 

Mr. O. X. G. Oplvie: There is a long list. They Br:e situated in plaoea 
like Mussoorie, Lucknow, Allahabad, Calcutta and other places. 

Mr. P .... D&lUen: Is it not a fact that these Bchools have been res-
tricted to Lucknow? 

. . 
Mr. O. X. G. Ogilvie: Not that I  . know. of .. 

:Mr. Abdul Qalyum.:. Is it not a fact that Indians are not eligible for.the 
Auxiliarv Force in India? .. . 
n ... 
Mr. O. M. G. O,uvt.e: That is so. 

. . . 
Mr. Abdul Qatyum: Is this not racial: ~  ?' . 

Mr. O. •• G. O,une: No. It is for the same reas.on for which non4 

Indians are not eligible to the Indian Territorial Force: 
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111'. Abd1ll QaIJam: Why is it 'called Indian Territorial Force and not 
an additional army of occupation? : 

Mr. O ••• G. Ogilvie: I really cannot understand what the Honoumble 
Membel' is getting at in that queation. 

111'. Abdul QaIJUm: Sir, I object to that. 

RmousBNTATION8 :u DBSIB.\BILlTY OJ' MDUOINQ' 'l'!DI JI'..xCllld'GB &'l'I0. 

,1108. ·Kr. '1'. 8. AvlDyblUD,1Dl Ohettlar: Will the Honourable .~ 
Pinance Member state: '. 

(a) whether he ha .. received representations from' Ilny ProviD.oial 
Government about tlle desirabilih of reduf'ing .the exchange 
ratio; • 

(b) if'so, from which Provinces; and 

(c) whether the H»nourable tbe Finance Member bee considered 
these represcntat.ions, and if £10, what is the result of ~ 
consideration? 

fte BoaGarabII 81r "&Ill. GrIU: (a), (b) and (c). I have nothing to 
add to my previous replies on this subject. 

'llr. '1'. S. A'riDMhWnpm ObeUiar: May I know ,what is the answer .0 
elause (o)? 

De Jroaoarable SIr "&mel Gna: I have nothing 'to add to my pre-
vious replies. 

111'. '1'. 8. AvlDMbnm,&IIl ObeWar: May I know whether the Finance 
Member has considered the representations made by the provinces? 

De JIoDourable Sir ,,~ GrIU: I am very ~  hut I cannot add to 
the ~  comprehensive reply I have given. 

1'Iof. '11. G. BIDI&: Is it a fact l!hat the Governmellt of Indin 1 ~ p 

this partiCular question of exchange ratio under their CODstant considerat,ion 
in order to see whether there is any need for It change either fol' the worse 
or the better or are they still adamant about it uud made up their mind jWit 
as the Honourable the Finance Member seems to have rQade up his mind 
when he wasnt Cr1rnbrirlge? 

De lIOIlO1Irable Sir "am. Gr1U: I certainly have no intentioll of 
making any change for the worse. 

BBlTIBH CoWTBlBtJTlOl( TO TID COST 01' THE INDIAN MJu1'ABY ES'UBLIIHMlINT. 
1609. ·Mr. '1'. S. AviDUbtJtnpm Ohettiar: Will the D<>fenee Secretary 

_tate: 
<a) whether the Honourable the Finance Member's statement on 

the 1Mh '8eptemb&r,l9S8, is, the iilal aettlement in the nego.: 
tiatiODs with His Majesty's Government over the matter of 
the British contribution to the ooat of> the Iodiao military 
eatabli8bm8l1t; 
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{b) if not, whether fwtb.er -catiatio-are taIriDg .plaoej anel 
(0) if so, with reference tJo whioh matters? 

JIr. O. M. Q. 0lilvle: (a) No . 
. (b) Not at present. 
(0) Does not arise. 

" "Mr. T. S. AvlDUbDtDIUIl Ohett1ar: May I k.Qow whether the Indian 
'Government have put forward their claims in this ~  befo.re the ChMfield 
Committee? 

Mr. O .•. Q. Ogll91e: I do not think that arises from this question 
which deals with the settlement with His Majesty's Government. 

JIr. T. S. Avtnuhllingam Ohett1ar: 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? 

JIlt. O. M. Q. 011191.: I cannot add to my aDswer. 

JIr. S. aatyamarU: With refell9noe to the answer to part ,(b), may I 
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 in\l'estigation by tjJ.e Chatfield Committee? 

Mr. O. M. Q. 0lilvle: Certainly. The ~ Member is quite 
correct. 

Mr. 1laD1I hbedar: Have Government communicated to the Chatfield 
Committee the views of the Indi@.n public all conveyed in all parts of this 
. House that the whole cost of British troops in India should be taken ()ver 
by the English treasury? ' 

Mr. O ••• Q. OJllvle: I ~  already replied to that question on the 
15th. I can, however. inform the Honourable Member that the information 
" ... hieh he thinb ehould be given could have been given probably better 
'\by other gentlemen here . 

.A)TBALS AGAINST TRE OBDBBS 01' brOOIO·TAX OJJrIOIIRs; 

1610 •• JIr. 'I".S. AmaHUtnpm Ohettiar: Will the Honourable the 
Finance Member state: 

Car how many appeals were pll9ferred in the lastfinanoial year 
against the orde18 of Income-tax Officers; 

(b) how many oUhem have been al,1owed; and 

,(c) how  do .they compare with figures for the same matter in Great 
Britain? 

TIle Honourable Sir .Jamu ~ : (a) and (b): 
, X1imber of appeals flied 27,lU9 

Number di8poaed of including arrean in t·he preoedJng yecu- 28,883 

. Numher ~  inl'ludin$ pATriany auOOBBBf'111 l8,W18 

(c) Government. have ne .illformatioa. 
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18."1.8. A",ublJln ... Ohe\Uar: In view of the fact that such & 
large number of appeals have been' allowed,. is it not true that the income-
tax officers are doing their worK mol'-9 rigorously than they ought to do? 

. . 
ne BCIIlOUable Sir lamll GrII,: I think that a large number of these 

18,000 odd successful appeals cover only very small' a.mounts a.nd I dQ not 
think that we can draw from this any cOllclullion about :the working of the 
department, because the appellate offices are empowered to. deaJ. Jritb 
questions of fact also and often later information on questions of fact pl"Ovea 
f&vourable to a8seasees. 

1Ir. E. SanUiauam: May I know, Sir, the total number of . ~ 

,appeals by' the 88Se88e8s? . " 

'!'he Honourable Sir lamll Grlg: I expect the Honourable Member 
can do arithmetic quite as well as I can. 

1Ir. E. SanUianam: I did not ask fol' the total number of appeals filed, 
but, the total number of successful appeals. 

'!'he Honourable Sir lamea Clrigi: I must have notice of that . 

. JIr ••• ADanthas&1UI&ID. A11aD1ar: How many of ·these appeals"tWere 
. dispoaed: of dUriDg the year? .  , 

The lIoDo1Irable Sirlamll GrII.!· I have givAn the numbet" Iff,B. 
'rhe nqmbQ1' disposed of including ~  in the preceding year. was ~, , 
'J cannot' make it any more explicit than that. .  , ,. 

STATIOlOJl'O 01' ADBQUATI. FOROHS OIl TO EAST CoAST 01' mu. 

1611. -Seth GovlDd Du: Will tbe Defence Secretary be pleaaed to 
state: 

(a), whether .it is a fact that the entire e,oast between ~ and 
.  . ,M:&clraa is at present ungu8.rded by military forces; .' ',., 
(b) whether it is proposed· by Government to' have a garrison on the 

east coast of the country for the defence of the country ,from 
the Far East; 

(c) "hether he proposes considering the advisability ot' statio .. 
adequate forces in tIOmeplaoe betw.n Madras' and CMcutta 
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 a recurring. annual expenditure; and 

'(e) whether he proposes doing so soon; if not, whether he will men-
tion his difficulties to that efJect? 

1Ir. O ••• G. Ogilvie: (a) to (e). "The Govemment of Inma have the 
defence of India, including the defence of the East coast, continually in view-
(Hlfl will take sllch steplI as may be C'onsiderednecessnrv for its defenlle in 
""'clJl'iJanre with thp requirements of the situation and the nature and scale 
of the possible danger as it may appear to t.heJJ1,frotn time to time .. 
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.... CJoviIUl DM: Will the Government of India consult the Provincial, 
Gov8l'DID8nts in this matter? 

1If. O ••• G. Ogllv1e: ~ 

1Ir. Abdul Q&tyum: In view of the special pqaition and unguarded 
,nature of the East Ooast, may I know if the Government of India will 
remove all troops from the Frontier Province and dump them on the East 
Coast? . 

1Ir. O ••• Q. Ogilvie: So far no proposal has been received by the 
Government of India. 

Prof ••• Q. Banga: 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· 
Indian exchequer? . 

~. O. K. G. Ogilvie: I ca.nnot add anything more to what I have· 
~~  !laid in IIly.answer. 

. , . 
Mr •• anu Subedar: The Honourable Member said that Government will 
~ proper and adequate ~ p  in .this matter. May I inquire .whether 

when such steps are taken, if Government would give the information ~.  
the Provincial Governments and also to this House. . . 

Mr. O. II. G. OgUvle: I ('snnot a4d 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 opinion?" 

I, 1Ir. O ••• a. Gillvl.: Government are not aware in the least that it is 
[Iocessary to aS8Ua!Ie public opinion. Government are not Aware of any 
necessity for assuagement of public opinion. . 

.. Mr. E. SlIltbanam: Have Government taken steps to discourage insur· 
ance companies and others from erecting' any tall buildings in the coastal 
towns? 

·Mr .. O ••• Q. Ogilvie: I am afraid, in answer to a supplementary 
. question, I am .not competent ·to discuss the height of the buildings in 
Cllastal towns. 

Mr.· S. ·Satyamurtl: May I know the reason why the Government of 
India do not propose to consult the Provincial Governments  with respect to 
~  jmpprtant ~ , in which prima facie they are also interested? 

Mr. O .•. G. OgUvle: No. Sir; the defence policy is not· a matter upon 
,.~ ~ : . the Government of India ~  the Provincial ~  . 

• r. S. Satyamurtt: Do thev consult the Punjab ~ alone, ~  
regard to the defence policy of the Government of India'? ' " · 
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~. ,0 ••• ~,  08ll'fle: I have alrcaady infonned the ::a:.ow:aWe-MeaIber 
that this is B matter upon which the Government of India do not; 00DBUJa· 
..Provincial Governments, and there are no exceptions to this rule. ' 

JIr. S. SatyamurU: Not even the Punjab Government? 

JIr. O ... G. Ogll'fle: There ~ DO exceptions. 

JIr. S. SUyam1UU: Not even Sir Sikander Hayat Khan? 

JIr. O ••• G. 0111.: There are no exceptions. 

Pm!. •• G. B.aD.ga: Have Government received any representations 
from the east coast people expressing apprehensions of a.ny attack Qn ~  

towns and, villages because there are no troops there? 

111'. O ••• G. 0lllvl.t: Government. have received no such p ~, 

'tion. The people of the east COBst are apparently quite happy and 
-contented. 

tIr .•. '!'bJnuD&1a BIo: Do Government remember the experie,nce of 
~ "Emden" when she visit,ed the Ea.st COBst during the Great War. 

Kr. O ••• G. 0lll'fle: Government is a.ware that the "Emden" did ftdt 
"Madras during the Great War.;"" 

I88Ult OP NBW' COINs. 

ltll. ·seUa CIoYiDd DII: Will the Honourable the Finance Member 
_ plea.sed to state: 

(a) whether the new coins, under the Indian Coinage Act, 1006, 
bearing tbe Crowneftigy of Hi, M.jes"',Kbag ~  
the inscription "George VI King &nperor", have __ 
issued; 

(b) when they were issued; 

(c) whethet· it is n fact thnt. all sHver cnine under the Act'shall 
bear on the reverse tbe word "India" the year of coinap," 
and the designation of the coin above in English and betow·ift 
Persian; 

(d) whether it is a fact. that aU ~  pieces coined .~  ~  ~ 
shall bear, or do bear, on the reverse their ~  lU 
English, Urdu, Nagri, Bengali and Telegu; 

(e) the reason for discriminating > ~ coins pf lQgber 
value and nickel or bronF4 coins by not including the ~ 

tion ~ other languages; and 

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

!"h. Bcmoarable Sir .Tamil "rig: (a) and (b). They will be iasued .. 
~  .when" ~ 

(c) and (d). Yea. 
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(e) and (f). I would refer the ~> ~ Member to the .speech ~  
on behalf of Government in tbe CounCil of State on R ReFloluhon regardmg 
inscriptions on coinage on the 26th February, 1986. 

LoCATION OF TB'E INDIAN STORES DEFARTMENT. 

1U3. -Mr. O ••. lIuthuraDla lIudaHar: Will the Honourable the Horne 
Member please state: 

(8) whether iii is a fact that, in or about April, 1988, 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 Depl1l't-
ment should be kept down permanently in New Delhi; and 

(c) whether it is 8 fact that the decision referred to in part (b) above 
has since been countermanded; if 80, why? 

Tile Honourable 111'. :a. II. lIuweU: (8) Yes. 
(b) Yes, with the exception of a small camp office. 

(c) In view of the possibility 6f the outbreak of war which seemed 
imminent in September last. it, was decided that the Indian Stores Depart-
ment should move to Simla during 1989 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 wor. The 
Industrial Hesearch Bureau which WRS not involvl'd is to remain in Delhi 
88 originl111y decided. 

Mr. K. Sant.ban&ID: May I know if Government have reconsidered! their 
decision liS the war danger is now dispelled? 

fte JIoDour&bl. Ilr .... II. KDWeU: It is not possible to say in the 
present European situation ho'\\' fnr the ""ar danger bas receded, but at 
Bny rate nrrangement,g have to be made a long time in advance before tho 
pnd of the Simla season for t,he next season's accommodation. 

1Ir. S. B"yamurtt: 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 HOD01Ilable 1Ir ... , •• JluweU: It is too late, I think, to change' 
the decision now. 

1Ir. O. If. Kuthuranca Iludaliar: May I take it that t,he Government 
have revised their policy of progreuively 'stopping the exodu8 to Simla? 

"lIuI HODOUr&b1e 1Ir. :a .•. Kuwell: No, Sir, their ~  st.ill stands, 
.. far as I know. 

B 
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;EJ!'Jl'ACT GIVEN TO THE ~ ~  OF THE WHBJIILER AND ¥AXWBLL 
,., ,,, . . ('OMMl'l'TEl!l9. I • 

lilt. -lir. O. If. Kuthur&llla Kudaltar: Will the Honourable the Home 
Member please state: 

(a) which recommendations of the WMeler and Maxwell Committees 
have been given effect to' 'so fllr: . .',., 

(b) whether it is proposed to abolish the second division in the Gov-
ernment of India Secnetariat and attached offices, and if so, 
• in what manner it is proposed to do so; slld 

(e) wllether a nUlllhpr of PORts of Pnder ~ \ . 0\' ASHisttmt. Sec-
retaries is proposed ,to be created in the variQUS Secretariats 
and, jf 80,whether any have been oreated or tUled in so far? 

The lIollourable 1Ir, R. K. Kawell: (fI) The lfonoumble Membel' is 
,referred to the reply given to parts (a) and (b) of hiR staneil question No. 
370 on the 18th February, 1988. 00 .. 

(b) Yes, so far as the Secretariut Offices are concerned. rfhe manner in 
which effect is to he given to this decision' and the qiiestion of extericliilg it 
to the attached offices are still under consideration. 

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

, 1Ir. O. If. Kuthunap Ku4&liu': May I know if the posts of Under 
.Secretaries which have been filled up' are by Indians or Europeans? 

, : 

The Honourable 1Ir. lL. K. Kowell: By either, Sir. 

1Ir. S. satyamurtl: May l.know if .(Jovel'nmellthave :~  
question of recruiting for their 'own 'staff, instead of depending on the Pro-
,vincial Governments which really means that both . Govemmel)ts get the 
wonilt as Occasion arises? The Provincial Governments send you the,wont 
,aDd' you send your ~  men to the Provincial Governments. May I 
know. whether the Government of India will con Rider the question of re-
cruiting their' own services directly? 

The Honourable 1Ir. ·R. K. Jlarr(ell: That question is not under consi-
'deration ~  ,present so long as. tho material available in the provinces is 
sufficient. 

1Ir. S. Satyamunt.: Have Qovru;nment satisQed 1 \ :. ~, ~ : ,from 
the question of quantity or number,"'ith regard to the qualIty ~  ~ mell 
they get. for their higher services, especially the ~ Secretanes, and so 
on? 

The Honoarable Kr .• : •. JlaneU: Yes, Sir, they are well satisfied 
with the quality. 

JIr. S. Satyamurtt: We are not. 



S1'AImED QUESTIONS AND ANSWERS . 
. '. :. 

RECONSTITUTION 011' ~ . . . :  Oli THE GOVJ.BNMENT 01' INDIA.. 

1416. *Kr. O. If. lIutb,uranga lIudallar: Will the Honourable the Home 
Member please state, with reference to the answer to questitmNo: 378 on 
the 22nd, August, 1988, whether the matter of reconstitution of the depart-
ments is still under consideration, and, if so, when Government expect to 
arrive at a decision? 

'l'be BOD01U'&ble Mr. :a. II. lIuwell: 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 SINOLAIR, Wh.ITER OF AN ARTICLlII BEGARDIN(} LOVE PARADES IN TH. 
, ANDAM:ANa. 

1418. *Mr. O. If. J[uthuran,a Itud,liar: Will the Honourable the 
Home Member please state, with reference to question No. 882, answered 
on the 7th September, 1938, regarding one Gordon Sinclair, writer of an 
article regarding Love P(l.ra.des in the Andamans, whether any report has 
been received from the Chief Commisyioner of the Andamans and whether 
he will place the same on 'the tllble of the House together with t.he Govern-
ment's opinion thereon? 

'l'b.e Boaoarable Mr. :a. II. Kuwell: 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; 1988. . 

VAOANCIES LEFT UN1'ILLED IN OlllBTAIN DEPARTMENTS 011 THE GOVERNM:nT 

OF INDIA. 

1617. *1Ir. O. :1'. lIuthU1'&D,a lIudaliar: . Will the Honourable the 
Finance Member be pleased to state whether all,Y vacaricies have arisen 
and, jf so, how many, in the undermentioned depa.rt,ments during the 
course (If the year (from 1st JRJIIlar.v, ]938), which have been left. unfilled 
so far in the cadres of clerks, ~ ~ , Superintennents and Assistant 
Set:retnril'!I lind also the number of Assistant, Seeretaries or Under Seore-
taries who have been appointed to newly created posts from lst January 
1988: 

(1) :Finance Department, 
(2) External Affairs Depal·tment, 

(8) Political Department, 

(4) Commerce Department nnd Indllstries Department, 

(5) Home Department, 

(6) Communications Depa.rtment •. J 
(7) Education, Health /lnn I,ands Department. 

(8) Defence Department: 
(9) Legislative Department? 

The Honourable Sir .Tamel Grit': I lay on the t.alJleof t,he House n 
statement giving the -required information. 

B 2 
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STURED QUESTIONS AND, ANSWERS. 

Mn.xTABY FOBTIJI'lOATIONS ON TIBETAN FBoNTI1I.B. 

1'18. *Kr. B&drl Duti Pande: (8) With reference to the stat.ement of 
ll?uter dated Tol{io, the 8th November, 1938, published in the HinduBtan 
Tamss of the 9th November, 1988, page 1, that the military objectives of 
Japan are the extension of zone of hostilities up to the 'l'ibetan border, is 
the Defence Secretary 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? \ 

(c) Is it the intention of Government to fortify those frontiers? 

Mr. O. X. G. Ogilvie: (a) Government have seen the statement. 
Kumaon and A.saam are on the Indo-Tibetan border and not on the Chinese-
'Tibetan border. 

(b) Yes. 
(c) No. 

Mr. Badrl Dut.t Pande: In view of the rumours during the wars that 
"Russians would enter Kumaon through ~, was a military ~  party 
:sent to the 'fibetan border to inquire into thIS matter and was It proposed 
to put a garrison at the last Indian outpost? 

Mr. O. X. G. 0CUvie: In spite of the extraordinary \ ~ of some of 
the rumours current during the Great War, I should thlDk It extremely 
unlikely. 

.... Badri Dati Pande: Had any survey been made recently? 

JIl. O. X. G. Opivie: That, Sir, I submit, does not arise out of this 
question. 

JIl. Badrl Dutt Pande: Will the question be discussed by the Chatfield 
Committee? 

Mr. O. X. G. Ogilvie: I am not sure which question the Honourable 
Member is referring to. 

Mr. Badrl Datt Pande: The question of guarding the Tibetan frontier? 

Mr. O. X. G. Ogilvie: I should say not, Sir, but I cannot ten him. 

DOUBLE TAXATION RELIEP IN INOOME-TAX. 

1UD. *Xr. T. S. AviDubIJlngam Ohettlar: Will the Honourable the 
Finance Member state: 

(a) the amount of relief received !:>y 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 pel'9Ons Rnd firms in 
England under the same arrangement for the same period; 
and . 
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(c) whether this Rrru.ngement has ~  In a loss to the Indian 
Exohequer; if so, to what extent? 

"\ I:, . .. 

_, ,~ 1  IIr Jamll Griq: (a) to (c). I would refer the Honour-
~  Member to my reply to starred question No. 1270 on the 15th Novem-
ber, 1988, and to my speech in the Legislative Assembly on the 16th 
November, 1988. 

{' 

~. X. lautluLnam: With reference to his answer to pa.rt (a) of the 
quest.lOn, may I know the amount of relief received by British resident!! in 
India and British non-residents? . 

~ " 

'1'he Honourable Sir .T101Il,, Grtg: I think the Honourable Memher had 
better refer to the answer which I gave. ' 

Kr. T. S. A.viDybUID.am OhetUar: With reference to the answer to-
clause (b) of the question, if I remember aright, they could not. givp. Rny 
information because it was not available. Is 'not that so? 

".l"U J[oDOar&ble Sir .Tam.. Grou: Yes, that is so, 

" JIr. T. S. AvinaahiliDgam Ohettiar: May I know, in view of the serious 
allegatiolls made in this country 1hat 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 .Tames Gri,g: The Board of Inland Revenul', (10 not 
give the information in their annual report. 

JIr. T. S. AviDaabIUD,&m Ohettiar: lfay I ~  whet.her in the absence 
of information in the report, and in view of the serious allegations about. the 
quid pro quo that ~  is not getting, t,he Government made a.ny ottampt-
to write to His Majest.y's Government in the matter? 

The Honourable Sir .Tames Crigl: I will denl wit,h the so-called serious 
allegations when I reply to the prescnt; stage of the IncomG-tax Bill. 

Mi. Mauu Subedar: Mav J know if the Honourablp the Finance Member-
has written to His Majesty's Government for this infor,mntion? The 
secrecy clause, I understand, refers to each individual account, but may I 
know whether they have asked fortbe total and whether the Board of Reve-
nue has definitely refusEld to give the total amount of relief given to Indian 
individuals? 

The BoDourable Sir .Tamil Grit.: r believe thAt on 811 earlier oC('Qsion 
,some ,information WQS asked for but was not ~ , Bn(l I do not think it is. 
necessary to ask for it on the present occasion. 

I ,Mr., T. ,I. -AyjawWDP'GIOb.eWar: May I know whether there is not Q 
clause in the Income-to Act about the information to be given to countries 
with which we have agreements to t,lie effect that that ia -not covered by 
this clause? Is there any similar clause in the Brit,ish Act? 



8TAlUUID QUB8TIONS AND ANSWERS • 

. ft •• 00000.b1a Sir .Jamas Gnu: If the Honourable Memher wants to 
atik f\ p~  4uestion. he had belter put down n. specific quelition. 

TBNt'D OF AIPOINTMEft 011' A SX01l.XTAII.Y TO THE GOVEli.NMlDNT OF INDIA . 

. ~. -.r.B. II. AbdpUah: Will the Honourahle the Home Member 
be ,pleased to state the period for which a Secretary to the Government of 
India is appointed? 

!he Honourable Kr. :8.. II. Maxwell: I would refer. the Honourabie 
Member to the reply given to part (II) of the q\1f'stion No. 814 in this House 
on the 7th September, 1038. 

Cti'wrAILMF.NT IN AUDIT SUPERVISION OF PRoVINCIAL OPll'IO:ts. 

1421. -:Mr. Brolendra Narayan Oh&udhury: Will the Honourable the 
Finance Member please stat.e: 

(a) whether his Department. is responsible. directly or indirectly,' 
for the Auditor General's deeision to cmrtail audit of provineial 
accounts; if so, in what  way; 

(b) 'A'hether the lIudit of Cential Government's accounts will be 
similarly curtailed; 

(c) whether l;e is aware that in the Provinces, it is only by loosl 
inspection that cases of embezzlement, temporary mis-
appropriations of ~ . . ac('ounting ,for ll. quantity of ,work 
and materials in excess of work done and materials used. etc., 
are diseovered, corrected and punished; 

(d) whether economy of central expenditul'e is the sole object of 
cnrtailment 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 alllount of cost of Auditor General and his staff sanctioned 
nt th", beginuing of the current ;veRr. and the amount for the 
Provinces, if ~ p  out of these, how much has been 
spent up to now: 

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

(h) the ~ 1  of sBvillgS expected by curtailment of local inspec-
tion? 

(.1", ',' 

-,u Honourable Sir .Tam .. Gnu: (11) Yes. 
(b) Yes. 

(c) GovernmenL Bre fully uwure of the vulue of locnl inspections; but 
~ . admit .that locl\l inspections are the only Ineans of. disoovering irre-
Mritie.a or that sU(lh inspections should be oarried .out ouly by the Indillrn 
.~  .Department. Depllrtmentl1l authorities llave 1.1. responsibility of 
their.Q\Vn cot;nplementnry to that of the Auditor General; 

(d) The hole object. 

t Answer to this que8tion laid on the table, the questioner being "b8eDt. 
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(e) The cost of audit of the accounts of the Provinoes is met from-"Jen-
tral revenues and is treated as voted, except the portion declared aa 
'charged' under the provisions of the Government of India Act, 1935. 

(f) The sanctioned budget for the offices of the Auditor General uud 
Civil Accountants General for 1938·89 was Rs. 1,08,88,000 (including 
Bs, 2,77,000 for Charges in England), It is not possible to separate the 
amount to be spent on the Audit of Provincia} Accounts as practically all. 
the Civil Audit and Accounts Offices deal with hoth Central and Provincial 
transactions. The amount spent up to 80th September, excluding ~  

in England, was Rs. 54,49,818; .  . 

(g) Yes. The savings secured so fur amount to about 1U lakhs. 
'. 

(h) I would refer the Honourable Member to the reply which I gave to 
part (c) of starred question No. 1248 asked by Mr. Badri DuttPande in 
the House o,! the 15th November, 1988. 

JIr. BlOjendra •• aYaD Ohauclh1ll'1: With reference to the answer to 
clause (d), do I understand the Honourable Member to say that all local 
inapection for the Centra.l Government Departments has also been p~~  

, 

fte Bonoarable Sir lame. Grill: Curtailed" 

. ~ OOLLl:OTJIID l'ROM PERSONS ~ .  THJII EXOLUDJ,;D OR ,PABTIAIiLY 

EXOLUDJlL> AREAS IN AssA.ll. 

las. -Mr. BJOjendra .&raye Obaudhury: Will the Honourable the 
Finance Member please state: 

(a) whether any taxes collected from persons entering the excluded 
or partially excluded areas of the .Province of AssaII!' or for 
permit to carry on trade or to collect any produce m tbeatl 
areas, are credited to Central Revenues, and under what 
head in the budget; 

(b) if 110, what are the nature of these taxes; how and at what 
rates they are levied, and what is the total amount credited 
to ~  Revenues in the last financial year; 

(e) whether it is a fact that the excluded aud 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 
handing over the proceeds of these taxes to the "Provincial 
Government? 

ft. Bono1ll&ble SIr lamea Grill: (a) and (b). A tax of eighii anD&8 
per person is levied on persons crossing the inner line of the excluded'aNas 
except Government officers and hillmen temporarily ~ in the plains 
and the proceeds are credited to Central Revenues under XLVI-Miscella-
neous. The amount credited last year was about Rs. 1,500, 

(c) Yes. 
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_ (d) No. 'I'he fact that the areas in question are deficit areas was taken 
iutoaccoLlnt in the financial settlement for Assam. 

JIr. Brot8lldra lIar.ym Ohaudhury: Is it too much for the Central Gov-
enunent to make that over to the Provincial Government? 

fte Honourable Sir James Grigg: I do not think that Rs. 1,500 will go 
'Very far towards meeting Assam's needs. 

JIr. Broj.ndra lIar.1m Ohaudhury: Clumot the Honourable Member do 
that us II gesture of good.will? 

ft. HOI1ourable Sir Jam .. Grigg: I om rather against impotent gestures. 

Prof. lI. G. Kan,a: Is there allY slJecific service that the Central Govern-
Dlent is rendering to these people of the excluded areas? 

ft. Honourable Sir lam .. Gria: 'fhe Honourable Member had better 
address that to somebody· else. 

Prot. B. G. Kan,a: With what object do they make this particular 
eollpction in these areas? 

'fte BoDourabl. Sir lam.. Grigg: The Honourable Member had better 
put that down too. 

Prof. B. G. lI.an.a: Sir, in reply to purt (a) of this question the Honour-
able Member has admitted that this particular collection is being made. 
:and it is quite relevant to usk him with what object this particular colleo-
t.ion is being made? 

fte Honourable Sir Jamea Grigg: All I suy is thut r cnnnot give him an 
:answer without notice. 

JIr. E. Sut.banam: May I know if the charges for collection of this 
sum exceed the amount of that collection? 

The Honourable Sir lamel Grigg: 'fhe Honourable Member had better 
also put that down. 

h.LJNG 01' INDIANS IN RESPBOT OJ' THE HAPPENINGS AND EVENTS IN 

PALBSTINB. 

IdS. -llr. S. satyamurtl: Will the Honourable the Home Member 
be pleased to state: 

(a) whether Government have recently oommwUoated to His 
Majesty's Government the feeling of Indiana' in respect of 
the happenings and events in Palestine; if so, on h-ilich dattl 
they last so communicated and what they communicated; and 
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(b) whether the Government of India will inform Hi, 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 nnd that Palestine should be made,. I\B-

early 8S possible, into a. free and independent Arab ~. 

~. . :a. K. Kuwell: (a) There has been no. ~  
formal ('OmmuDlcatlOn from the Government of Indio. to the Secretary 01 
State on this subject. ~  are however I1ware t,hnt. the Secretary of 
State. through t?e pp p ~ ,  channels, is kept constantly in touch >.JVith 
the state of ~  III Indm and are satisfied that in fltct His Majesty's 
Governm£mt IS fully acquainted with Indian opinion on ~  subject. 

, (b) As the Honourable Member is aware, it· is the ~  of, His. 
Ma.jesty's Government shortly to convene 11 conference ~  with Ii 
view to bringing about an understanding between ArnbR IIm1 .Tews ill 
Palestine. 

Mr. B. Ba'J&murti: With ~  to the answer to dause (n) of the 
queet.ion, when was the last occasion on whil!h this Government coilmm-
mcated to His Majesty's Gm·ernment the feelings of Indians in respect .n! 
Palestine? 

fte Honourable Mr. :a. X. Xaxwell: The last official communicatioJJ 
was in September, 1987, ,when cert.nin questions f\lIked in this House ~ 
8"!ther with t.he replieR to Rupplementary que.t.ionll were ~ to' the 
1 JHlin Office. 

1Ir. B. Batyamurt.i: May I lmow the rElBSOn why since Septcillbor. ~ . 

i.e. more than a year now, in view of the definite worse·ning of the situation 
in Palestine. and the strong feeling expressed by the Indian National ~~

gress, the All-India Muslim League and I11tll1:V other publie bodies, Govern.· 
ment have not taken any steps to keep His Majesty's Government. in tOllcb 
wi\h the feelings of Indians in t·his (lollntry on this question? 

The HonOlU'&b1e Mr. a. II. Kaxwell: Decouse Govemment were s&tiill-
iied, as I have already state.d. that the Secret.nry of Sblte was being kep' 
fully in to\H·h with all these feelings. 

1Ir. B. ~ : Ry whom, and in what mamlf'r? 

TIle HOD01I1'able Kr. B. K. ](a.xwell: Ry the appropriate l,himnels. 

1Ir. S. Satyamurti: How exactly? 
: .... 

fte Honouable Kr. a. II. Kuwel1: I cannot give the detailed inform· 
ation as to the exact manner in which the Secretary of State gets hie 
infonnation. hut I have . already stated that the ~  of India are 
satisfied and are aware that he is getting this informat,ion. 

,Mr. ,B. Saty&Di1il'tl: Will Government tell this House and the public ,of 
tlt¥l country through this. House. what ~ these .' appropriate and offiCIAl 
cllllnne\s through whicb the S('cretary of State gets information-apart from 
t.he Government of India? 
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'!'he Honourable Mr. :It. M. Maxwell: The ~  of India write 
~ 11  to, the Secretary of State only on matters with which they are 

offieipl1;y ('oncerned, 

Mr. K. Sut.haD.am: Will the Government of India secure representation 
for Indian Muslims on the Palestine ConferenCle to be convened soon in 
London? ' 

The J!oDour&ble Mr. Jr.. II. Jlaswell: That is u mutter for His 
Majest,v's Government. 

Mr. X. sutha.nam: May I know if the Government of India Bre takiQg 
any steps in this matter? . ~  a 1,1 , the.v ore responsible for the Indian 
Muslims Imd the state of their fee1mg, 

The HonourAble Mr. :It. II. Mu:well: The Government of Tn<iin are-
not respollRible for t,he composition of that OOl1ference. 

Mr. S. 8&tyamurtl: ~  I know if Government's atteni,ioll has bee.n 
dmwn to the stntement, of the Punjab Premier that he had Ilddresscn HIS 
. Majesty's Government on this ques'tion of Palestine and 8S 1\ result of his 
rl\prcsentntionJ'l His Majesty'll Government have now giyen up the scheme 
of partition of Pnlestina? 

; 

TIle B:onou.rable Mr. B. II. Kanell: That IS not n question that 
concerns the Government of IncHn. 

Mr. S. SatJ'amurtl: MIl.v I know if Proyincial ~ ~ ~ are free to 
address His MIljesty'8 Governmellt on matters, of fOt'elg-1I polw." over the-
heads of f,he Government of India? 

The Honourable IIr. B. II. Maxwell: Thut ugllin is not, n quest,ion 
which ~  me as Homp Member. 

IIr. S. Satyamurti: :\1.\' Honoumblp fri£,IHI Ruid t.hat. Ilpart from the 
Government. of India, through the proper chnnnels, His Majesty's Govern-
ment get information  or opinion with regard t,o Indinn opinion on such 
Illktters. , R('cel1tly, t,he Punjnb Premier, &ir Sikundnr HaYllt Khan, stated 
,to the Indian world and to t,he world outaide that,Bs Il result of his 
l'cl'resentutions to His Majesty's Government, they have given up the 
scheme of partition of Palestine. J have rend the Government of ;India 
Act, nnd I am asking the Honollrnble Member wh£'ther it is open to 
Provincial Govenlments to address His Majesty's Gov£'l"1lrmmt over the 
head of the Government of Indin on mutt.erB of forAign policy or whether 
Sir Sikandar lJa,Yut Khlln WIlS simpl.v pulling somehody's leg? 

The Honourable Mr. B. II. lIaxwell: Thnt seems to he It major 
constitutional question which I do not. think whether I am compl't.ent io 
discllss here. 

DI'. Sir 1 ~ Ahm&d: May I knowwhe,thef nny l\ielllhClrof" the 
Assembly or an.v mernbpr of the publi(' in his private capllOity enn write 
to the Secretary of S't.at{l for India? 
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fte Honourable Kr. B.. K. JluweU: Yes. 

Q&Ii' Kubammad ~  Kasml: Whnt are the appropriate channels 
other. than ~ .. Government of India through which the Secretary of State 
gets mformutJOu? • 

Kr. Deputy Preetdent (Mr. Akhil Chandra Datta.): This question WAS 
alrcndy answered . 

. :-r. ~  Subedar: What steps have Government taken to dispel,'the 
~ 1  1~  t,he troopR sent out from India for the suppression: of 

~  In. ~  were not sent out wit h the concurrence of T ndian 
public opmlon, but went under the direction of the War &.moo l' 

'!'he Honourable JIr. B.. K. Kaswell: I submit that (Iue.stion does not 
arise. 

LocATION 0,J! THE GOVBBNMENT OJ! INDIA 011'1'1088 IN NBW Dl.LHI. 

lUi •• JIr. I. latyamwti: Will the Honourable the Home Member 
be pleased to state: 

(a) what the final decision of Government is with regard to the. 
offices lind officers and establishment who will stav in New 
Delhi throughout 1939 and not go to Simla; 0 

(b) whether in respect of the Indian Stores Department there has 
betl11 any change of decision, and, if so, what and'why!' 'and 

(c) the total number of Government servants and Departments 
who will be ~  ill 1939 as contrasted with the figures 
of 1937, and theW resultant saving to the Indian Excbeqt18r? 

'!'he Honourable Kr. B.. K. KoweU: (a) and ~ 'rhe question is still 
under consideration and a deClision is p ~  to be reRChed shortly. 

(b) I would refer the Honourable Member to the reply which I have 
just given to Mr. C. N. l\futhurnnga Mudnlinr's starred question No. 1418. 

Kr. K. 8aDtbanam: Ma,v 1 know if it is not too ~ ,  to decide for next 
year. 

'!'he BIDno1lJ'&ble JIr. B. ••• JluweU: I was replying about the Indian 
Stores Department. Parts (0) and (c) of the present question ~ to 
the general question of the offiClars and the establishment of the. ~ 

ment of Indin as a whole. 

JIr. K. SantJIaDam: Are there.different dates for different p ~  

'!'he HonOll1'able Kr. B.. X ... x.eU: Certainly independent ~
ments for accommodation are made by the different Departments. 

JIr. K. Santbanam: What are the DE'partments whieh are under con'slo 
deration for being stopped next year l' 

'!'he HODourable 1Ir. B. ••• X.swell: Parts (6) and' (c) relate to aU ~  
Departments. 
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Mr. E. lantlianam: Are the Government of India considering whether 
they should stop all the Departments or some of the Departments? 

'!'he Honourable Ill. B ••. KuweD: They are considering the matter 
in connection with all the Dp,partments. 

CONSULTATIONS ON MATTEBS INVOLVING FINANCIAL AD.JUBTIONTS BETWEBN 

. TBB GOVElLNMhNT OJ! INDIA AND TBE INDIAN STATES ON FBDBBATION ISSUE. 

lW. ·Kr. I. latyamunt: Will the Honourable the Finance Member 
lie pleased to state: 

(0.) whether he IIJ1d bis Department are being regularly ~ 

on all ~  involving financial adjustments between the 
Government of India and the Indian States arising out of·t.he 
negotiation for Federation; 

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

(c) whether final decisioDs on these questioDs are taken by the Gov-
ernment of India, as a whole or only by the Viceroy and 
the Secretnry of Stat.e, and, if so, why; and 

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

'I"Ile Hcr.lourable Sir Jame. Grigg: I have nothing to add to the state-
ment 1 made on the 10th March, 19H8. 

111'. S. latyamurtl: Ma.v 1 knO\v whether the Finance Member and his 
Department nre consulted on matt.ers involving financial adjustment 
between the Government of IndiR Bnd t.he Indian St.ates? I want to know 
whether this is being done oyer t.he head of the Finance Department or at 
least with his knowledge? 

The Honourable III Jame. Grigg: I will read t·he relevnnt pllrt of t.he 
answer I gave on lOt.h March. 1938: 

"Under the Act the term. of accession dt>pend upon His MajeRty And the Ruler 
of the State concerned, and the preliminaries to the negotiation thereof are, ~ , 
being conducted under the direct orders of HiB Excellency the Crown Representative, 
in clole and confidential consultation throughout wit·h the Government of India with a 
view to Afegaal'ding the interests of British India." 

Ill. S. Satyamurtl: With referencp, to part (b) mlly I know if Provin-
cial Governments arc being consulted? 

The Honourable Sir Jame. Grigg: I said I have nothing to ndcl to what 
I said on the 10th March, 193A, so that if it doeR not appear in this answer, 
there is no information available. 

Mr. I. Satyamurti: That is a technical wa:v of ~ behind the 
question. May I know whether, in view of the filet that Provincial (lov-
ernments are vitally interested in the financial adjustments, such I1S me..v 
be made with regard to the Federlltion, the Provincial Governments Bre 
being given an opportunity of expressing their views on theBe financinl 
questions? 
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fte HOIlourable Sir .Jam .. Grill: 1 hnd bcHllr, rt'l\d ~ ~ , ~ ~: 
. ~ 111 ." .'! ~ t :~ .. (t",; , :"' • • " 

"But, ,in theinte.reata of theee negot.iationa tbenuelveB, theil' coudllct .~ be 
confidential and this necellllluilv precludes any public announcement at this stage 
regarding the lIubstance of the" m"tMl'S 'UDder eonsideraUoll or Ulldtll' diioueeiQQ .... ith 
States or any statement except in the moat genera1 tel'tllM, of the progress made 
towards .'ederation." ' 

:Mr. S. Saqamuti: I want in the most general terms whether ~  

cial Governments IU'e ueing 'con8ulted ,~  regnrd toO the \ ~  adjust. 
ments for t,lIe coming t't·derutioJl. 

'!"he BOIlourable Sir .Tamel GriU: 1 BU.Y in thll most, general possible 
terms ·that I hltve 'nothing to lIitd to what is 'contniutldlu the stlltement. 

\. 

Prof ••• G. Banga: Was this questiQn either formlilly\or informally 
considered at. the Il\st Finan('e Memhers' ('onferenl'e? 

fte HonOlllable Sir .Jamea CJttu: I hnye nothing to IIddto whnt I !laid 
already. 

Mr. Manu Eubedar: Muv I know whether after the!IC confidential 
consultations are finished .~ ~  actuaU .... cOllcluding agreementR. '\ 
tripartite consultation will take place between t.he representatives of parties 
in this House and the Government of Indin und the Princes? 

fte Honourable Sir .Jam •• Gna: 'rhat iR n lUuch mOl'e ~.  
which was addressed to the HonourRhle t,he I.eader of the House . ~  
day and he gave all the information available. . 

DETlLRMINATION OF INDlA'SM!LITARY POLICY. 

las. ·1Ir. S. satyamurt1: Will the Defence. SeCl'etary be pleased 
to state: 

, (a) whether his attention hils been drawn to a recent speech of tht: 
Punjab Premier in the course of which he into1' alia said, 
"who, if not the Punjab, can claim a dominant voice in 
India'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· 
~  have any voice' in determining' India's military 

policy and, if so, what that is; ',-

(d) whether the Punjab has a "dominant voice in Indin's military 
policy", and, if 80, under what Ia." aM how it 'is exerOMed; 

(e) whtlt·her the Government are prepare4 to issue a categorical 
contradiction of the statement; and 

(f) if not, why not? 
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"lIr. O. II. G. O,uv1e: (a), (e) tLnd (f). No full report of the 81'ecl'h hU8 
llPlJal'Cutl,Y been published, !lnd (lovermueut are not prepared to expresS 
an.v views upon [\ single sentence divorced from its context. 

(b) 'l'he Governor Gentlral in Council. 

(r) and (d). No, 

IIr, S. SatyamuRl: Muv I know 'if the Honourable Member will ask the 
Premier of the Punjab and .get Il copy of his speec.h, or get a copy of his 
speech from an.Y other quarter? 

. ~. O. II. G. 0Jllvle: 'l'he Government do ~  attuch sufficient import-
1UlCC to the matter to do 'that, 

JIr. S, SAtyamurtl: ~:  I know if the Government of India are ;n-
dift'ereut to the ,Pronouncements of the Punjab Premier who said: 

"Who, if not the FUDjab can claiRl a dominant ,'oice in India'. military policy! I 
claim to repreaent. the PUDjab'a view. ~ 

IIr. O. II. G. 0IUvie: Govel'mnellt do ll()t. regl&rd it 6S a pronounce-
ment but as a rhetorical question. 

Kr, S. Satyamurti: What is the rhetorical answet' to thisi'hetOrical 
question? Do the Govemment think· it a matter of no importance what-
ever when the Premier of l\ provlDce ~ .abollt. ~, ~~ , ~~ ~ the 
Punjabi!! ure in large numbers in the·· Army. he must cmim a 'dominant 
voiee ill India's militar.v policy? 

IIr. O .•. G. Ogilvie: As I said, the c1uims he mane was merely a 
tohetoril'al one. 

IIr. S. Satyamurti: I ask 1\ specific question in purt -{d): 

"Whether the Punjab b .. a dominant voice in India'lI military policy, and, if 110, 
undt'f what; law, and ·how it ilexerciaed ... ·  . 

I wtUltmy Honourable friend to take it with clause (a) of ~  question, 
--tlvidently' the Honourable thtl Defence ~ w8nts to shield the 
]'l'cmier 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 all good as the Commander-in-Chief, if not hetter. I 
want to know whether the ,GoverQ.ment of India propose to take any 
notice of it luid draw his attention to it and ask him to keep to his proper 
place. 

1Ir. O .•• Q. 0IUvie: The Government of India by no means accept 
the Honourable Member's. interpretat.ioll of Sir Sikandar Hayat Khan's 
.p .~ , . 

. ~  SIJICh: May I know if the Government of indin have B 
dominant voice in· ~ patic'y? ' , 
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Kr. O. .. G. OaUvte: As far as the Governor Genera.l in CouDtril i. 
concemed, he has. 

F'uliOTlONS As8JON!.D TO MR. H. GBBENFIBLD lN TBE ~  BOAIlD or 
RBVENUlt. 

1m •• JIr. S. aatyamurt1: Will the Honourable the Finance Member 
be pleased to state: 

(a) what. are the duties Qr functions assigned to Mr. H. Greenfield· 
in the Central Board of Revenue; 

(b) how long he will work there; 
(c) whether his duties will include Dlaking neGeS8¥Y recommenda-

tions for tightening customs and excise adminiatTations anll 
preventing leakage; and 

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

The Honourable Sir lam .. Grtll: (0), (b) and (c). Mr. Greenfield haR 
been pls(o,ed 011 speeial duty under the Central Board of Revenue for sbc 
montbs in the first instance to investigate the possibility of· improving the· 
c.ontrol and supervision exerciSEld by the Customs administrAtion Bnd for 
purposes of inspection. 

(d) No. 

JIr. S. Satyamurt1: May I know the reasons why the report will ~ 

be placed on the table of the House? 

The Honourable Sir lam .. Grta: It is a matter of domestic admbtistra:-
Lion. 

Itr. S. Satyamurtl: Including t.his House? 

The Bonourable Sir lame. Gritl: It is a maHer of departmental 
machinery. 

GOJ,D PU.acHASBD flY Th!. RlI:sBRVlt BANK 01' INl.JIA. 

1' •. ·1Ir ••• AnaDthuayanam Anaugar: (a) WiH the Honourable 
tbe Finance Member be pleased to state what quantities "Of gold have beeD 
purchased by the Reserve Bank of India during this month and the 10.' 
two months, and at what prices Rnd whllt the export of gold has bee.., 
during the same months' . 

(b) What is the object of purchasing large quantitl,,-s during tbe reoenli 
months? Is it for the purpose of keeping gold in reserve as security against 
Note issue or for the put'pose of shipping to the United Kingdom? 

(c) Is the Reserve Bank making the purchases on its own Ilccount, or 
for, or on behnlf of, Ilny p ~  in t.he United Kingdom or any foreil{R 
country? 

The BODOurabie Sir lames Gria: (a), (b) and (c). Subject to th.,· 
lestrictions imposed by the Reserve Bank of India Act the purchase of 
gold is a mat,ter which is entirely within the discretion o( .. the bank.-All" 
regards export!' of gold I would refer the Honourable Member t-o ~ 
atatement!ll published in the press from time to time. 
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PIof. B. G. Ranga: What is the policy of the Government of India. in 
regard to the puroh&&e of gold by the Hpserve Bank? Is it for the purpose 
of export.? 

'!"he BoaOG1'able air lama Gria: The policy of the Government of 
India haA nothing to do with this matter. It is the concern of the Reserve 
Bank. 

1Ir .•. ADethalayaaam A)'yaapr: May I know whether the pur-
ohase. of bold by the li.eBerve Bank is on account of allY foreign 
merchants? 

The Honourable Sir .Jamea Grigg: Thllt is the question which the 
Honourllble Member /\lIked. I Clln ouly reply by giving thE' Klune answer. 

1Ir. M . .ADetbauYID&Dl Anaagar: What steps have Government 
taken to aRcertnin and get thiR information from the Reserve Bank? 

The Honourable Sir .Jam .. Grigg: None, Sir. I ('till only repeat us 
was BtUd in one of the opinions on the IO<lome-tRx Bill that I am not II. 
,. nasty nosE:Y poker", 

(b) WRITTEN ANSWERS. 

lNTBODUCl'ION 0., PBmulU'fION llf Tll'B CBN'J'lULLY ADJlINI8TBUD AlC.BA8. 

1429 •• JIr. JI. AnanthuaY&D&m Anangar: (a) Will the Honourable 
t he Finance Member be p!eased to state what was the reveDt.l8 for intoxi· 
cating and spirituous liquors and drugs in the yeal' 1937·8H from the e.entral· 
ly administered preas? 

(b) Are Government aware that prohibitioT. was introduoed in ~  

districts of the Madras Presidency Rnd the measure ha.s proved K success? 

(c) Are Gov.ernment prepared to introductl prohibition in the centrally 
~  areas? If so, when; and if not, why not? 

The Honourable Sir lamea Gria: (a) The figures for 1987·88 are not 
yet available. 

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

(e) N(J, Sir: because Government do not, consider this to be necessary. 

Cllx80MHlP ~ CmmJlSPOWD.JlOlil QJI' MlIM.JaM OJ' TIOI CJ:'RTB.tL LBOISLt.'lmiII 
AND PBovINorAL MDfISTBBS. 

. u,IO •. • Seth. CJcwQul ))&1: Will tbe Honourable the Home Member 
• .t. .. ae. ~: 

(8) whether the priV'ate correspondence of the members in the 
Central Legislature is still subject to postal censure; 
. - . . 
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• 'l" .  , .. ,' 

(b) whether the privute correspondence of : : ~ of Provincial 
Governments is subject to postal censure; 

(c) whethru' it is the policy of G,Ol'erIllXlent to ke.ep a ~ , oa the 
correspondence of the Minisw,rs of Provincial Governments; 

(d) the method by which censor of letters to and from Ministers of 
Pro\'incial Governments are ,censored; 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 Minist..,. is made? 

"'>,' j I"" 'j. ',''': 

''the Honourable 1Ir .•. II. MaxweU: (a) to (0): It is c.ontrary to the 
public intel'est to give any ~ of the kind ~ ~,  

TBANSJ'BB. Olt· THII NAYAL HEADQUAIt.TBBS OF INDIA TO DBLHl. 

1t81., *Set,h GovIild Du: Will·the Defence Secretary please state: 

(8) 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; 

(c) 'whether the officewiU be quartered in Bombay during 'IBnlmer 
when the Government offices move to Simla j 

Cd) ~ ~  ~p  the ~ in ~ . . 1 the year;' 
:(e) t.he annual recurring expenditure for moving the office from Delhi 

to Bombay and back; , 

(f) whether Government ,propose considering the advisability of 
, keeping the: omce in one place instead of moving it yearly for 
some month. to Bombay from Delhi and retum; and 

(g) if not, will Government please 'state the re8sons? 

:Mr. O. K. G. Ogilvie: (n) Yes, us a temporary measure. 

(b) It took place on 9th November, 1988. 

(e) Yes. 

(d) Ii i:.! desirable that the Flag Officer Commanding, Royal Indian 
Navy, shQuld be ill, direct contact with' the Squadron and with th& ahore 
establishments at Bombay during part of the year. 

(e) As this is the firstoocBsic>n o1I which tlie rtio.ehas : : ~ , under-
taken, accurate figures are not yet available. It is estimated that the total 
cod will not, under present Brrangements, e;r;ceed Rs. 10,000 per annum. 

~, • ' .' I. • 

(f) The ma, W' ,,11, U already' 'been' Considered and the p~  arrange-
Ulent ~ beeu: \Iced 88 a result thereof. 
. ~  .~ :l:( 

1,'1";(,;''::'''' , , ~ 
~1 ~.  ': 
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(g) The r8a&Qn for locating the Royal-Indian Navy Headquarters at 
Delhi is that they may be in closer contact ~ 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. 

INDIAJrS IN TIlE INDIAN MBDICAL SBBVIOJt. 

,'. 
1'82. *Dr.-Sir ZlauddlD Ahmad: (a) Will the Defence Secretlary please 

-state the number of Indiana in the permanent grade in the ~ Medical 
.service, and how many of them are Muslims? 

(b) What is the number of Indians in the temporary grade of the Indian 
Medical Service and how many of them are Muslims? 

(c) When do the temporary officers complete their five years service 1 

(d) Will they be considered for permanent appointment? 

1Ir. O ••. G. Ogilvie: (a) There are at present 197 ~ officers 
110lding permanent commissions in the Indian Medical Service. 27 of 
t·hem are Muslims. 

(b) There Ilre no temporary commissioned Indian officers in the Indian 
Medical Serville except for three Burmans serving in Burma. 52 Indian 
officel's hold short service ~ . Eleven of them are Muslims. 

(c) '1'he short service offirers now in service will complete their engage-
ment.s during thp, period 1939-42. . 

(d) Yes. 

Information promiBed in rcplyto lftarred qucBbion8 NOR, 797 and IsO.-5 ask,d 
, by Dr, P. N. Ranerjea on the 6th 8eptemb,er, 1938. 

COAL SEAMS IN ASSAM. 

. Sicnred queftioll No. .. 797,-The total ~~  of coal 8ffama prospected .nd ~  
In ABRam by the GeolOgIcal Survey of Indm IS about ~. i 

EXTBAOTION OF COAr. FROM MrNER IN ASSAM. 

8tar1'ed que,fjo71 No,606,-(a) Five. 

(b) The infol'mation l'equil'ed is not Itvailable. 

o 2 
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\' 
··THE INDIAN INCOME-TAX (AMENDMENT) BILL-cOJltd, 

Mr. Deputy PnIlden& (Mr. Akhil Chandra Dutta): The House will 
III NOOK DOW resume consideration of the following motion moved by 

. the Honourable Sir James Grigg: 
"That the Bill further to Rmend the Indian Income-tax Act, 1922, al reported bf 

the ·Belt\et ·Committee; be taken into CODaidt>ration." 

i Paudl& ErIaIma Kan& Kalavtya (Benares and Gorakhpur Divisions: Non-
~ ~  Rural): ~ when the House adjourned last even.ini,.1 

was dlBCUSSlDg t,he plea regarding the flight of British capital from thia 
~ . I was saying tbat for my part I will not be sorry if the Britiab. 
capital leaves the shores of India, I think it is in the interests of thi.l. 
eountry as well as in the interests of the traders who, come here ~ 
',his British capital ~ leave these shores. I am ~p  in this 
wew ~ what bas been said by the one time talented editor of the Tifne,· 
of India, Sir .Stanley Reid. Discussing India's industrial and financial-
~ p  Blnce the beginning of the present century, Sir stanley Reid, .. ' 
m the Lloyd Bank Monthly Review, says: 
, 
"A generation ago India was starved for car,ital. Today the lupply is in exciW 

of the opportunities ·for conaervative investment. ' 

Refening to Britain's part in future economic activity, Sir Stanley . 
. Reid says: 
: "There is no prospect for manufacturing enterprise and finance attracted from, 
.broad,but there i. an imml'DBe field for the RllOciation of British technical &kill 
~  experience with Indian capital and direction. It iB thel'e that the truest Iiue of 
IIIdvance tiel." .  , 

It is said that if we tried to realize our legitimate tax from those who 
invest in this countrv, it will lead to the flight of British capital. The 
plea ill put forward that, in order to attract foreign capital, we·· should . 
promise beforehand, or they should ~  here with the. impression that 
they would be allowed to escape our lDcome-tax. My friend, who'··U1lfOl'o.. 
tunately is absent even today, I mean Sir Muhammad Y aQlin KbI\D-I 
am told he has only left just now-is not even ~  to tax tbe ~  
invest.ments in this country. He wants equRht.y amongst the Ind18nl, 
but it seems he is not anxious to see that Indians and Europeans are 
treated equally .He is not anxious to see that England. ~ India· &re-
treated equally and governed by the same laws. My plea, S1r, IS that those· 
*ho came to this country came because it paid them to be here, bt!Cause· 
they found that their investment was .safe here, because they found that. 
they enjoyed more privileges here even as against the indigenouA people-. 
cif this country, because they found that the Government of this coun.tty. 
were alwliys behind their backs and alwa.ys prepared to stand by them and 
liupport 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 AbysRinia. They have yet to see· 
what the fate of their investment will be in China, For all the p ~ 

that they enjoy in this cOUhtty ·an.d for aU the aatety for their· investment,: 
~ think it is only proper that they should be prepared to pay a higher-
l'JI,te of tax as compared to U8, not that they should be allowed to esca,pe 
dUr income ·ta:. The equitable principle is-and this was argued· at 
Ij,ngthby Prof. Sali£tman in a Committee appointed by the Finance CQrn-
rbittee of the I.eague of Nation. to consider the question' of double tuatiol?--.; 

.. (33lJO) . ' 
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~ ,  Krishna Kant Malaviya.] 

that a large pRrt ~  the ~  should go to the p ~ where ~ property lies 
or the businesll is carried on and a smaller share to the domicile of the 
~ . . This is 'also, the doctrine of, . ~ , 41legiance ~ 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 ;QOUJItrYi;an4 to help the British 
'rreasury at the cost of the Indian. I 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 CRn do whatever he likes and that we are' 
powerless here. But before I ~  with clause 4, I want to reiterate that. 
I want our foreign inoome to bA taxed on remittance basis only. The 
English law says: 

"The tax in respect of incoDlIl arising from p0881lBBiollR out of the United Kiqidom •. , 
othllr than stocks, shares, or rents shall be computed on the full amount of actual 
annually received in ~  United Kingdom ~  remittaucllJI payable in ~ United 
Kingdom or !rom Pl"operty' imported or from money or value ariSing f1'Omproperty 
imported or from money or value 80 reCeived on crodit or on account of or in respect. 
of any such remittancell, property, Dloney or value brought or to be brought into 

~ United ~ on an averagll for the three pl"eceqing years" 

and so Oll and so forlh. I wish you, Sir, to mark the Wdrds that the I 
income arising from business, etc., on a remittance basis only. And·' 
defining what 'foreign possessions" mean, Lord Macnaughten says: 

"The word 'poSlleIlRions' ill to be taken in the : ~ p 1  BCi18e 3S denoting, 
everything that a person has &8 a. source of income." 

I, therefore, maintain" Sir, that' our foreign.income should be tax:.ed 
only on relllittance basis and not or. accrual ba:s's, '0 is p~p  to 'be 
done aC(lording to the proposed Act. Concernmg our foreIgn trade, I 
also want to add that the owners may he residt;nts in India, but the 

~1 part of management and operations' is earned' on outside. 
British Indin. and therefore, even with fl libera1 interpretation of the' 
central control theory which ilil prevalent in ~ , I would ask the 
Honourable the Financc Member t<> allow 0\11' foreign trade to grow and 
develop for the time being because .  .  .  . 

The Honourable Sir 3ames Grigg ~ : What is your' 
specjfic suggestion? I would like to follow 11 ~ .. Exemption of com-
panies con1irolJed or' nrm.s controlled abroad 7  ' • , 

Pandlt Krishna Kant Malavi),a: My specific suggestion is that business, 
profession or v(\('ation should not be ~ • '. .,:1 . 

Pandlt Kriahna Kant Malavl),a: I think mv Honourable friend is not 
listening to me. '  . I,' ' ,"., .,' ,'. ,i; 

1 .. 1 ~  ..., "-..,, Gda:! ~ : ~~ . ~ what. ~ 

are ad'\"ooating. ,Ii : .. ,.'1 '",,' ,.11 r ••• : •. ' .' • :1.01 
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PaDdtt KriahDa Kant JI&lavtya: Then, I will read him the Englfsh law 
lIS it is again .  .  .  .  .  . 

fte Honourable SIr .Tamil Grill: I know thE' Bnglish law quite well: 
I have listened "to it before. J 

"Tax in respect of inoome arisiDg fron} po1llessiou1l out of the Unit.ed KiDlciom 
ot.Aer thau stock1l, Shal'88, or rents .hall be pain on the full alllouut of the ac.tual 
lumB ooly received in the UnitEod KiDgdom." 

There ii'l no mention of Rccrual basis 01' control in this Act ... 

fte Honourable Sir .Jamu Grill: But you Bre tnlkiug about 
cOntrol . 
. ~: 
~  Krl8Ima Kaat IIalaviya: T om simply p . ~ for\\"1I\"cI VOliouj;\ 

pieRS. If younre not lIII1eullble t.o this, then .  .  .  .  . 

Kr. llanu !ubedar (Indiun Merchllll!:t;' Chmuher unci Burellu. Tndinn 
(Jommeroe): 'j'he Finnnce Member it! not entitled t{) jntcrl"Upt II p ~  

like this. 

'the HOllOurabl. Sir .Tam .. Grill: I 11111 ent.itled t,o get tIl(' point ducidll-
leel. 

PlDdit Krl8Ima Kant IIalavtya: He it; entitled to do it, lind I "htLII be 
only too gl!icl to IlIIHwer his questioll" if }J(l puti. them to me. 

fte JIonouable Sir .James GriD: My question is thi6: the UOllOIJI'uble 
Member WlIjI, 8S I lludllrstood it, developing n general urgllment in favollr 
of p ~  exemption of foreign business from the SCOpl' of clause 4. 
He then brought in the argument which addressed itself to the lact that; 
a certllin numher of foreign husilleftl'es lire \'irt'IUlly eo.ntrolled Ilhrond, and 
I want him t.o malic quite (,t'rtRill thllt tl1is wus onl.v an iI1uI'tratic;n lind 
not a desire to narrow ~ IIlaiu cont.ention. 

PlDdit KriIhD& KlDt II&laviya: I was pleadiug in t,he firHt pluc(l thut 
business, vocRtion or profession Khoulc1 be exempted 

fte Honourabl. Sir .Jam .. Grlil: ('ompletely? 

PlDdit Krishna Kant Kalaviy&: Comrilet·ely. 'rhu" "'IlR ru,yfirRt :lrg'l-
ment. If thot does not appeal to my Honourable friend, I said tbat in 
Englund nt. present the Inw int1"OdllCl'S the theor,v of the central contrtll. 
It says that if the hllsineMR, vocation or profession iii controlled. ce1lttall.y 
from \T. K., then the husiness, vOC'l1tion lind profesR'io'i'l wmild. oe taxen 
on Ilcerllul hllSiR. Am 1 correct? 

The Honourable Sir .Tam .. Grtu: Yes; perfectly . 

. 1'adtt ~ Kaat.alm.ya: Whttt 1: plead is thiM: "t1\R't' EI\gtlrn8 ttnd 
India Bre not on the same footing .  .  .  . . 
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. '.i;'Ja.elloaourabJe Sir .Tamea Grin: May I jUloIt, in order to fOCllS the point 
~  I want .to get out of the Honourable Member, ask him thi,,:) His 

8peeoh is devoted to saying that if YOll cannot get complete exemption of 
business. profession or vocation, then he would like, as a second string, 
to advocate exemption of husinesR when the control is ahroad. That is 
the point, I am \-ishing to get from the Honourable Member. 

P&1ldit KrlshDa Kant JIalavlya: J am not. 8aying that. If I Were i;o 

say,that, I would be stating whut the Honourable the Finance Member 
wants. I am pleading somethillg else. What I am pleading is this: that 
even the precedent _ of ~ EngliRh law taxing on the remittance basis 
snch busineKB, professioll lind ,"ocntion. us i8 not coutrolled from the United 
Kingdom, docs not and cunnot apply t() India. 1 Ray further that 
J<.;ngland and India Ilre not 011 the "UUle f{)oting. The foreign trade, so 
fllr as England is concerned, IIIlR heen de\'eloped to its utmost limit. Tlte 
r ndian foreign trade is yet in its infuncy; we want t{) encouru.ge J ndian 
foreign trttde. V·le mllRt provide some incentive to our foreign traders to 
go und t.rl&de in foreign countries and  add to our national wealth. What 
J ask the Honourable the Finance Member to do is this: to allow our 
foreign traderR to develop their trade. Admitting f()r the time heing th .. t 
they mnkc huge profit!! there, 1 wnnt that t,hey should be allowed to 
invest their profits for the time being in t·heir trade and develop it, because, 
ultimntcly, some day, whatever profits may accrue in foreign lands, they 
:Ire bound to bring back their profits into this country. and then 1 wBnt 
that the profits should be taxed on remittullce basis. Am I clear? 

fteJloDoarable Sir .Tame. Gnu: Yes. 

Pad" 'KrIaIma Ku.t lIalaviya: Allied to this is the subject of our 
nutionals trading in Burma, They went there when Hurmu ~  part 
of this country. They invested their money there and were saddled with 
vast acres of lnnrl when agricultnrlll income Will; not taxed in this COUlltTY 
RS it is 'even now. Unfortunately for no fault of tl1eirs. simply beC6'U8f'I 
t,i1e Hritishers wanted to have the sole monopoly of exploiting and develop-
mg BunTla. our Indian nutiulllIl" urc no more welcome there. 'l'hey are 
neither wunted bv Hritishert; nor bv the Burman8 there. Thev th6ffi-
~  are not ~  of the p ~  that they occupy there." 'rhey 
are anxious to leave Burroit' us soon Ul' the.v call, but, unfortunately. they 
have been saddled with vust acres of lund, and it, is not possible 1101' them to 
brIDg all those acres of land on their hacks to this counh·y. WI1I:It I 
wa.nt the HOQonrable the }<'immce Membel' to do, so far as ollr nation8"ll1 
in RUl'ma are concerned. is to give them a temporary peTiod to adjl1s1i 
their investments. I want that fot, the time being they should he allow("l 
to enjoy the surne privilege whieh they were enjoying when they invested 
their money thCl'e. The. period need not be long: it may be In yf!tir!l 
or 15 years or 20 years. r do not want mure. T want only that thes(! 
unfortunate Illdinn Ilutionals, who have b6en saddled "'lith ftat a.eres of 
land. should have an opportunity to adjust their financiul commitments 
uccording to the then existing provisiolUl of the Income-tax Lnw lind should 
not be required to. pay tax on accrual basil! when they have already paid the 
tax in Burma. That is all I want.. ..... 

:fti .-aratIIe .• '.Tau._.: If it is agriculturtd income, they 
llBve not paicl'tux 'in Dunnll. 
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::: PUldlt J[rJaIma J[ut JIala'li)'a: I have ~ ~~  to speak on their 
behalf. bqt I want to· make an offel: to my Hbnourableifriend.· thl&'FiDiince 
Member. I want to know whether he 18 prepared to purchaae 1. ~  
land held by our Indian nationals in Durma at 50 per cent. of the prices' 
and pay the price to our Indian nationals and realise ille money from !;he 
Burman. Government. This shows that it is difficult even to realise lID' 
per oent. of the investment; and. over, and above this ~. they are to' 
be taxed in this country after they have pnid the tax in Burma. 

•• • .~, 1 .'Y 

. We then come toclBuRe 5-new sections 4(a) and (b); and I : ,. ~ . 
that it is a dangerous move in the interests of our friends frol11 the welit. 
I am not satisfied \lIiththe deletion of the word "control" from t.he defini-

~ . T would very much prefer to have the definition suggested ~ 
tbe Codification Committee. I want that persons or coblpanies. hQving 
lIubstantial portion of management and operationf! of ~ businesll i,n 
this. country should not be allowed to escape our tax.. Companies incor-
porated outside British India, bl\t having substantial p ~  here.· 
should be made to pay, and I do not see why we ~ not. adopt ~. 
definition of tlle Codification Committee. 

Sir, r have already taken much time of the House, Bnd I do not pro-
pORe to discu88 other clauses in detail. I have remarked on 'some or. 
these in my noteaf dissent, and I huve tabled amendments for ~ . 
But I fe&l that the speech would not be complete without some referenC(!. 
toclBuse 53. I hope that good sense will even now prevail and th,) 
Honourable the Finance Member will see his way to delete section 49.()r 
clause 58, but the Rpeoch of the Honourahle the Finance Member ~ 

not warrant any suC'h hope. Sir . ~  Grigg hUR tnken pains to muke 
out a case, and it cOllies to th1s that we do Dot lose' one' crore' and forty 
lakhs or one crore and thirty Io.khs, hut only 60 lald1s. He has given 
U8 some figures also, and T want to .prove that his figUl'ea are mis:leadina,. 

Here is Il press communique issued by the ~ ~ .  of ~  
Chambers of Commerce and J ndustry. [ do not propose to read the w11010 
of it, but I want to read one or two sentt-neE's, und I hope the Honou\'llhle . 
the Finanoe Member ~  consider them and Say what reply . ~~ . 1.1l." 
give against these statements. This is what they say: "  . ,I 

"Ufllay be p ~  out ,that tht' TIollble . ~ ~  ~ 1 . is more or f •• ' 
exc1ui'Vely t.he Brit,llb Emp1l'e scheme, Rnd BIBee .Itl ~p .  In. 1920, oBly !_. 
t.Oantriea India and Australia, have agreid to give TeC1P1'OC111 relief to the Uai.ted· 
Kingdom', while lach rich Do'!linion •. as Canada and S:outh ~  ,~  dec:lined to 
uerifice allY of their revenues 10 the ~  of the Unite\! Kmgdom. 

i I want m.,Y friel1d. Sir l\I uham.mad Yamin Khan, to bear. this in min.d thut 
evtm South Africa and Canada have ·refused to agree to glVe .any rpClpl'utlnJ. 
relief to the United Kingdom Treasury. .. I 

Xl. X ••• .ToIh1: The'y are disloyal. 

Pancllt KrlIIuia Kim 1Iala9IJi.: rrhen' we ought :to be ltlpr¢ di"loY\lL . 
To make another quotation ftbm.the $ame commuruque:' ..:, .. t 

~ .  ~ \  q1loted' by 'the Jo'illluu:e M.ember, t.h. Committee regrllt , 
to fbid tbat the fignreB are likely to prelLlellt .. mt_leadin, p ~  ~ t.he ~~  
Legillaturea.. The tax which t.he Finance Memher calculate. and which an KnlrT!m 
eompan'y haa to pay in the abBence of IMlt·tion 49 !lnd in the absence of any. rebef 
... In the U. K. FilJauce .. ",ct, namely ~ ..... Q1:.tbe· ~ aaj. ~ ~  
lllpee· l'elpl!Ctively, is the ilOUeetive amount of 'the tall:, the. Bntllh ~~ . 1 ~~~ 
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to pay to both the' trea8uries;' and an English firm opuating ill India, with 'iii. 
~p  ~ section 49 of th(' Act, will 1I0t be asked, to pay to the Indian treasury • 
slIlgle plI.' more than what I\n Indian company operating in India will be paying 

~ . the, IndiaD Income·tax. Law. In fact, both the comrnies will be treaWd-. 
tztlCtJ, ;n tf&e, .. ame mann", under the Indian lAW, if section 4 is repealed." 

~: .' . 

One word about ~  mu(:h admired '.slab' system. I would like, t.o' 
say that at hest it is' n leap in the dark. Whether it will prove advanbr-' 
geotJs or disadvantageous depends upon the rate fixed just, as in the case of' 
"st,ep"systern: I would also like my friends to note that, the value of-
a slice changes from man to man aecording to his position in life and' 
total' income, ,The same rate of taxation on a poor man's first slice and' 
a rich man's first slice cannot be justifiable. The marginal utility of' 

~  is greater for the poor than the rich. As has been pointed out 
hy Marshall, "the richer a man becomes, the less is the m&rginal 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 thelIonourable' 
the Finance' Member is really anxious to help the poor. therate!l of the .~ 
Inaybe lowered in the M8e "f the poor and enhanced in the catlo of the' 
rich 

Olie referenCJ8 more, Bnd' 1 have (lone. 'The Honoumble the ~  
Me'mber as well as my' friend. Sir Mlihammad Yamin Khan, "ho often: 
repeatswhfit hfl.S been said or 'uttEired hy Sir J amos Grigg, referred to t;he 
propagnnds' 'of the'Oentral In.conie-tax Committee and the various telegraIns 
that they reeeived. I.waYlt to know what was wrong with that p p 1 ~  
The amending Rill waB puhlished; opinions were asked ,for and peoplE!' 
were asked t<) consider the RilL 'fhOCl'3 whd i were affected bv these" 
Inea8ures thought it' propel' to 'enlighten public oPinion about the'il' calla. 
There wel'e others who thonghtthat roine of the cbmses of the Bill ~ 

beyond the juatifiwhle ROope and limits, and I am stu'e that they lIael:' 
every right t.o organise public 'opinion, to protest. to send telegTBms 'ftDoj 
do whatever they could in order to ~  public opiniOn against the 
unwanted sections of the Bill. The HOllourable the Finance Memher may 
feel hurt, because the bad points of the Bill were exposed and his mishk38. 
were pointed, out. But I, 88 a member of the Stlkct Committee, want to-, 
say t.his that the various pamphlets posted to me by various groups ~ : 
aS8ociatiion!'l on different points' helped me a lot in understanding the:. 
various iinplications of the Bill. Some experts even published books. 
There was one most valuable book written by Mr. Rnghupati Ghatak_ 
There was ~  (1988 ~  of Mr. B. N. DaB Gupta's, most iIlumi-;.·, 
natitig treRtise on income-tax 18-\\'. We 011 this side of th£' HO:1RE' ~ 

. ~ a highly paid Secretariat: we cjlnnot command ,the services 9f' 
expetts;' We' have, therefore; : to be thankful and we are thankful ~ 
these variolls Associations and grOUpB ('\f people  who did their hest ~ 

help us in:understanding the various iniplico.t,ion!'l of the clauses of the BilL 
Without ,their, help" we.,vollld, nothnve baen able to find out where the' 
truth lay and, 8S ,sllch, t·heir ·attempts and their propi.\gnnda have to he.;' 
c9mm4jlndedrather ~  Clondemnedi ' , • 

Tn the end.. t would fail in my 'duty if I did not 'pay my homaoge to . 
the pari; played and, the work' done by the Honounhle the Leader of thee I 
Opposition in t,he Select Committee. He is one of us andl.my p .~  

ment by his friends may not be of such value as the most ~ compli-
ment p~  to ~  by Sir ~  ~  ~ 0rn thJ. ~ \ ~ . , Df;lnlllws. 
But ~  'sav this that, not onlY we',lml'f/vin '\ihe6fficiaI9 at 

.. " ! •• .' .i·, . .' fl' ,".' .' 
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plnces would have been ~  lind hundicapped bllt. for ~ p ~ 

in the Select Committee. 1 would nlsolike to add thnt the Honour:lble 
the Finance Member. who Wilt'; once duhbed by the Leader of the Opposition 
:as the bad boy or the spoilt child of the Asstllubly, waR nothing if not Q 
very good boy. J wonder why he cannot· always be in the Assemb1.y 
whut he wus in the Helect, Commit.tel'. Except on pointR 011 which he 
wus obstinate or obdurate or on which he refused to see reaHon. he ~ 

.alwuJ8 llllxious and willing ~  o.C(lOllllllodllt{' und ulTive at some settldtrulllt 
with us. Hir, I huve nothing more to ucld exeept that 1 still entertain the 
hope that the Honourable the :Finuuce Member will see the equity of \lUf 
demund mid ugree to delete sections 4 und 49. '. 

. . 

Dr. G. V. Dlahmukh (Bombay City: Non-Muhammadan... Urban): ~ 
the House knows. the obj'ects of this Bill are mainly two. The first one.is 
to relieve the poor ineome-tax payer at the expense of the rich income-tax 
payer, and the second is thut the monc." raised 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 against their richer brethren ~~ 
not against the foreigner, the exploitAl'. the parasite. This is aS8umed .in 
this Bill. Withregnrd to provincinl ('')rt.rihlltionR. alitRin, it is f\Q8umed 
t.ha!l for this mess of potttlge of provincial contributions every Indinn would 
bt-prepnred to sell Ilway hi!! birthrh'ht-whati3ver ri!{hts he htls liS a Memher 
-of this House. Further, two more aRsllmptions lire made, that is, one that 
every income-tux officer is a meek lamb and not u mahul'8ja sitting in' bis 
oftice, and the other, that everY Indian hils Ii right to be harassed, so far 
:as taxation is eoncerned. for any rupee that he may make. whether in this 
'Country or outside the country. These seem to me to be the main provi-
llionR of this Rill. 

Let me cOllie to the main argument for the Biq •. n',fri,rl,v, the relief of 
the poor income-tax payer as against. the deh ~~  puyeI'. Whllt is 
~  in this argument? Nothing e18e than au attempt to divide again one 

·1ttlCt.ion of Indians against another ~  of Indian!>. What is the good. 
.of all th.lose statistits .thut ~ lakhs lind 40.000 would lit, relieved 81> agaiulit 
1(1,000 rll'h payers of meome-tllx:l 011 thifl line of rCllsouing where will you 
1Itop? Bee-liuse, supposing the Finance Member.-not the present OM, 
but his successor wh()('ver he muy l>e.--supposing he does not get ao.v 
income, or sllfficient incoDle, wbich he thinks to be Rdequllte{or his .pur-
poses, whut is going to be the :ine of reaBoning? The inoome-tax payer 
who is going to be relieved today at the expense of the rich ~ 
plI,yer will be told-or I suppose the }JOpulation of India is ROme 88 millions, 
'OUt of which four lllkhs ~ ~ .pp  to be income-tax payers-if suftichmt 
money is not raised. these income-tax payers 00 a lower Rolile will be .,ut; 
to the opprobrium of all the other millions odd people who do not pay 
an:v income-tax. Rnd the:v will be told-" Now relief is ~ to be given to 
yCJU at the expense of these iricome-tax payers who are at the level of 
Rs. 2,000 or more-." 

.l>r. Sir ZlalacltUn A)uDId (United Provinces Southern DivisiOM: , ~
mad an Rural): Why not t.u the rich still further? 
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Mr. BhuJabha1 I. Dal&! (Holubuy Northern Division: Non-MuhammadaD 
Rural): UnW the rich have btWOUle'lS poor 8S the poor. 

Dr. G. V. Doiunukh: What is the main druin from'ludi" and what. is 
this relief? Jf there WHS a case of u persun suffering from plague and the 
doctor !laid, . 'I want to treat the feet of the patient ~  the expense of the 
head, but not the parasite or the'illugue that is nfiecting the patient". what 
would you think of that doctor-if not 11 rogue, IUl 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 
hud added the provisions of domieile and non-domicile in this country, and 
in 1.1Ie case of ~ .p , whether the cont.rol will be Central, whether it 
will be pnrtially controlled or wholly controlled. 'l'hese are all provisions 
which Ilre being put ill in this Bill t.o support his countrymen to exploit 
this country. The argument is brought forward with l'*3gurd to double 
income-tax relief, or the provisions under which iucome-tux itO allowed to 
go awa,Y fr01ll the Indian treasury-the argument is hi'ought forwurd the.t 
promises Wbre given-promises were given in HI20 or 80me ~ or othel', 
and, therflfora, they must be kept. Thill may be ,/·.irnte honour, it ma.y be 
e"en gangster honour, it maybe a pllrtirmlar bmnd 1)£ honour, bllt this is 
not the kind of princip:e which should he brought in when legilliation has 
to be prepared Hnd ndopted for ('ollnt,roY 88 a whole. What is the amount 
of hicome-tux that is nllowed to be exempt,ct{ from t,his taxution? 00 
RterJing ~ and debentures nIontl. lIot Ipt'lll than 24 crores are exempted 
from the provisions of theincorne-tax 80 fllr Ill' the Indian treasur.y is. ~  

cenled. Leave «side the douhle itH'ome-tfix relief. over which it seems to 
me thut, ail kinds of figureoS were. qllotl'd nnrl some jU"Itification was sought 
t.o he made. Let me t.nke the instllnce I)f income-tax free seeurities ilnd 
dehflntures. Sa\". for insulllee, thnt soml' non-domiciled resident., about. 
wh()m a good de(\l of eare is being taken nt, the 1'rP.sellt , ,~ p p  

he. makes Rs. 10,000 in t.his countr.v.·-perhaps nn iHliatration will exr,:lain 
hetter whnt I mellIl to put hefore the House. Suppose that Hs. ]0,000 is 
",AUt over to li;ng':und ~  It pp ~ . 1 tllIJlPOSP, he pays income-tax in this 
countr.v, and after he hnR sent it to Eng-land, he will ,:!;et douhle incorne-tR,x 
relief from this country under the provisions of double income-tax ~ . 

Re invests these in sterling Recuriticl:I an<l debE'ntllres tux-free, and that 
money again ill invested in this country. Hfl gets his incom.e no that. tax-
free. A gentlemnn enn ('ome over here nnd hfl enn enjo\, thllt income with-
out i/"iving nnvt.hing to t,hp. conntry whprp. 1111 t.his incornp. ~. Whnt I 
WBnt. to know is this: 18 this fnir. it< this riJ!"ht? After nil, the income ncorn.-
~  or arost'l in this countlT.v. It ill t,o be paid nt the eXflCnR(\ of the Inr'fill-O 
~ , . . , IUld yet., ill Rpite of All tllRt. thif; sO-('HIINI non-domiciled gentlemnn 
(,11;' ~  I,;s HH)np\'S JYlII(lp in t"i!; (·nnnt,.v 1trv.r .. p(, in TlPrnet"ih'. If 
thia i,-, not. tnx-;lodain<!. whnt if; it? Tt is worR!' thfln t,hnt.: it iR tax-o;obblinri: 
~ . , it, if' !'!wnllowinll' un the whnlc tAX. 1'hi" iR thf' kinrl (\f noc,ition 
that WI' ~ p nt, 1>0 fnr AS this iR MntlPmed. Whitt iR thf' idea in t.hi" domi-
cile and non.(Jon1icile? T cnn llnilf'f'",tnnrl thf' no",itinn hlten lilt fhnt wlo,,+. 
pver inooITlf'. iR modE' in t,hi", ('l)l1ntl"v. ~  it iR domicil(' or not dom;";!". 
let it he t'f1"lrpd on nccrll!l.l hRAiA. T (,1I·n llnil(' .. ~ 1  thll( nv t,hp W.8", ~  
~  ~  'of thr t,hin"R we hAye in Tl1dk whinh dOElR not, p, ~ . nnv",hprp. .. lIlP. 
~ ~ not in the civi1iSf'c1 Unit,.rl l\in!!"c1om. 1 <10 not fhin/{ t.hM tl1l'rp 
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is any difference of domicile slid uon-dolllicile for purposes of taxation in 
~  ,United Kingdom. u 

lIr. 8. P. OIa&Jnbers (Uovernlllt!nL of ludia: Nomiw.ted OfficivJ): Thull 
, . ~1 qiffereuces. 

~ Bhlllabhat I. Deaa1: Over a very sm¥U matter. 

;.'::;,:.'-G. 'V. 'DeiluDukh: B;ut ~ ~  ~~ ~~ ~  

Mr. 8. P. Ohambel'l: Yes. domicile and non-domicile. If the Honour· 
ahle Member wants full particulars, I CRn give them to bim'. 

· Dr. G. 'V. De8hmulrh: 1 will certainly avu.il 111 ~  ot, the expert who 
has come to this country and by whose services we have been greatly beneiit· 
ed to'tthe extent to which I will have occasion to mention in my speeCh. 
'Well, Sir, this is so far as domicile aud non·domicile is concerned.' This 
is 80 iar al! the individual iii concerned. I do not understand wby t.he invest· 
· menisof these resident non·domiciled gentlemen should be allowed to go 
tax·free. I real1y do notl see why my friend!! .sitting on my left should 10 
~ .  free by this jugglery of domicile und non·domicile. I ~ taKe it. 
that that income was made in this country. If there is sueh a thing Q.S 
· 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 should not pay 
on an accrual basis. 'fo let them go income· tax free does not Beenl to bl' 
· fair at all. In spite of the verbiage in claulle 4. the purport of the whole 
't.hing iii to exc.lude the inveRtment itlcome of these gentlemen and I. person· 
al!y, do not see why that should be excluded. I am 9ufficientlybroa'd. 
minded and if Indians 8S well as these British foreigners pn.y their tax' on 
the accrual basis, then I eRn reconei.le myself to tllll.t. On thf'. other hand. 
if their investments outside ar') to be excluded'. J do not see any re&flon why 
the investments of my countrymen outside I:Ihould blOl taxed lit all .. After 
all, considerable help was given .to the British. t.o make money' by bl1!'liness 
in this country, by their ~ ,. What help have my countrymen, 
who have gone outside on their husiness enterprise, got, from this Govern· 
-qtent? Absolutely none. On the other hand. every hindranre has heen 
placed. in their way. So br as rnv count.rymen are concerned. their world 
income is going to be taxed on un accrual basis .. So far ILl! these gentlemen 
are concerned. their ~  give· them e;xport credit by the Act of ]920, 
'1 want to know whether my Government. give Ilny export credit t.o Indian 
nationals in Bny way. I say, 80 far as their income is concerned, let them 
be t ... 'lxed. and what is more. it would be dishonest.of theRe people, who have 
been obliged by their Government . .if ~  do not pay, their tax to their own 
Govemqlents: but what ~ justification or liability is on an Indian who.rp. 
this Government.. has not helped. in any way at. aU, ,If at, a:l. y.ou have 
hindered him. He makes money by his own enterprise and why should 
a ,Covetous ~  be throwJ,l on ~ investments of .tbese people out.aide.. ~ 

~ j;hat this Bill is ,intended tQ r.ope in the tax·dodgerll does not 
appeal to me .. Taking l,t.uman nature intQ, c()nsidp.ratioll,' .~ say that the 
tax-dodgf'rs are not only In tn.v country. I nnd that tax·dl)dgere exiAt All 

• 
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over. I have here u. respectaultl Englillh neWlipapel,", the. Daily Hera.ltl. 
Ynu cannot deny that it is an En,glish paper. You cannot deny that it is 
. ,written -in the English ~  whidlWill be understood by you gentlemen, 
and,what is more, :it is with regard to fillunoe 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 BritiRh nation was really 
shakingtmd absolutely frightened about their own safety. What do rich 
tax payers of Englund' do? The headiug is "1'ax-dodgers outwit the Trea-
8ury again ". This is on 2nd November. You cannot say that En,gland is 
out of the crisi.s :veL If it is, then, whnt is tht, need for all this rearmament? 

Sir B. P. Kody(Bombn." Millowners' ARsociation: Indian Commeroe}: 
How did they do it? 

Dr. G. V. Dlllhmukh: My friend, !:iir Hormusji Mody, is very tinx;ous 
tQ: knpw how they dodged the tax. I do not blame him for trying to evade 
the tax I If I could, I would try to do the same: This says that at. a time 
when, the social services are threatened, big surtax payers in particular have 
been shown by their lawyers how to continue to d'eprive the Treasury of 
sums estimated at 20 million or 30 million poundR 0. yeRr. 'l'his was when 
the safety of thf;! .~  was threatened. However, 1 do not, wnnt t.o 
deviQ,te. from the point I was t.f,ying to nlake.Human ~  the same. 
T need not moralise and say that your countrymen ItI'e the only tax-dodgers. 
~  countrymen may be tax-dodgers 'too, but there is more justific:at4on for 
my. countrymen to dodge the tllX than you, :beca\H!eyou have been rilade 
what you are by the support of your' Government and by the stren6th of 
Jour Government. So far as we are coneemed, 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. I will show you present:y that this Bill nlso is not immune 
b'om these. gangster ways 80 far as the income-tax payers 8re concerned, 
and I say it is permissible in these circumstances to dodge this t-ax on our 
part. You, gentlemen, have a voice in the p~  of every penny of 
your ,oouutry. but one-half of our income is spent on' militory expenditure 
arut defence and in n hundred other ways and on expert", including the 
inoome-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 inc:uding p~  for this Income-tax Bill, 
and not only that but very oft-en it is spent against our wish and, t.herefore. 
the point I am making is this, that so far as tax-dodging is concemed, it 
is a universal human instinct; it is not pRrticularly in India that you find 
this tax-dodging but you will find that this instinct; of possession, being 
a human iustinot, exists in all count,ries, and no Fina.nce Member need 
stand here and' moralisc about. that and say that India is a country of 
tax-dodgers Bnd I want to get hold of them, and tha.t I want to ~ ~~ up. all 
the p~ . Whatever :vou may do, the IDore the Bo-cllJled clVJlization. 
the better the WBV of evading the tax and I do not. thinlr my poor peopk 
are tip to. the same trickery and Clev;(\rfiess t.hat the"Finance MlDister wiU 
flrid in his own countrv. 1'hat being so, it seems to me that some of the 
provisions of this Bm ~  to me to hf' mORt unjust and repugnant to my 
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sense of fairness. What are we supposed to 'Pay all this money for 7 Be-
,lore I proceed to the other part of the Bill, Jet me 88y this, frankly, 1 am 
willing to treat you gentlemen as my equals, as the equals of Indians liable 
&0 the same taxes and liabilities, no more t;han I am prepared to. pay aDd 
am liable to the same taxes and liahilities, but n<-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, I for 
one am willing; on the other hand, if their investments are allowed to be 
taxed on R remittance bll.'lis, it is only fair that ~  investments of my 
countrymen and merchants outside the country should also be on 8 remit· 
tUllce busis and not on an accrual basis; and if this ~ is not brought 
about in this Bill, well, as the Law Member alwuy", asks \Iii to have an 
astrologer with respe(·t to Federation, I think we wiII ulso wllnt un astro· 
loger with regurd to thi& Hill.-llS to whnt is going to haplltj}} to it. As 
140. whether' the slab system or the step system is ~ ~ to give us more 
income.-I 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 t,he j!mss injustiee 
and the jugglery in this clause 4. would request the HouBe to drop the clRu8e 
altogether. 

Now, Sir, tIO far a8 provincial contributions are concerned, I said that 
what is an Indian supposed to dt.? In the expectation of theSe provincial 
contributions we &reSUpp08ed to give up every right that we POSBeSS as a 
eitizen or as a subject of a ~p.  State. I am supposed to allow the 
Mah,arajah of an Income·tax Commissioner to come into myhouae between 
morning and sunset at any time. Now. I was surprised that an English-
man like Mr. Town yesterday said that t,bis was necessary. Why is this 
necessary? This is encroaching on the p .~ rights of any subject of & 
civilizE'd State. Does an Englishman allow an income·tax officer to go into 
his house hetween morning and sunset? 

AD Ilonouabl. _ •• ber: Yes . 

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

Dr. O. V. Deahmukh: T must sny that till my friend, Mr. K. Ahmed. 
started talking in this House, J did not l(now till that day what a dark 
hackl!TOlmd the present Finance Member haR. J would advise my friend 
to -vhitewash it. 

Am I supposed to admit anybody into my house bstween moming and 
evening and to check In.V aecounts? I would even object to hiB ~ into 
any husinf'ss premises, hecause what bUBineRS has he to RO into busiD88s 
premisel'!? Aftei.' all, this Mnharajl\h of an income·tax officer is suppliei 
wit.h the. names of all the emplo;vees of the Ann or company, 8S Mr. Town 
pointed Ollt yesterday. Not only that, when, fl8.laries are paid, he is ~pp  
to tuke thE' income·t.ax Ollt of it; in the case of a company. he is suppolil8d 
to dedlwt the income·tux nnd the Fmr·tBX. What I want to know is-what 
is this gentleman paid for? Hia life is' so comfortBble--to use the word 
nf nn Honournhle ).Iemher who spoke :vesterday. 80 "l,hoolli", that, he has 
nothing t,o do. Sir" we have only heard of Ritler and ~ . I thinlr 
this gentleman is 11 MaharnjR ann a Hitler a.nd Mussolini alI rolled ~  ane· 
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1'he namel are to be supplied to him, he is .anauthorit,. against whom no 
.ppeal. 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 reI.ef 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 
:appella.te tribunal and whl!ot legal redress he is pp~  toee given in this 
Bill? 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.' 'llown" yesMMa, ~. ~, a discount 
or brokerage from the Government for the firms which lIupply these parti-
culars. Why should not individuals be paid som!3thing fQr supplying all 
the information that is proposed to be given in this Bill; otherwise Ii wRnt 
to ask the Finance Member-what are we paying, .0e8.\'I,.- 1 ~: . ,~p  

to the Income-tax Department for? If you look at the expenditure upon 
the  Income-tax Department we are spending on this Department a. Bum 
between Rs. 80 lakhs and nearly a crore of rupees, roughly. The interest-
ing part is that while the receipts oftha.: , ~  'are. dwindliJlg· the 
expenses are going 'up. When the income-tax was 15 crores, t.he expense!l 
were 70 to 80 lakhs. But when the incQme-tqx goes down ,to 18 crorelll the 
llxpenses go up from 70 to 80 lllkhs to 90 lllkhs: ''If imiiidividual is' RUP-
posed to supply everything that is wanted then. ~  sho?ld the expe,nseR 
be incurred? What should be the proportion 01 the expenses? One crore 
to 18 or 15 crores., ~  is for -every Rs. 15 that the income-tax office 
mabs, it is spending about a: rupee, ~  expenses itself.. I »ay that as 
a \ ~p . In spite of that I am going to behar:aesed and be asked flo 
fin in all kinds of forms. I must make compulsory returns as. soon 8S 
public notice is given. Why can't this gentleman issue special' notice 8S 
well as public notice. After all I am paying all ~ ~  .. fOf my 
convenience. Who issues compulsory notice? Sup.poSing I ~  busfness. 
l 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 Bome-
body makes Rs. 200 interest, he must write to him. The gentleman wh? 
makes the money has got to write to the ~  officer lio that he may 
not be troubled in bis comforts. Even though sOIuebody loses RH. 200 in 
• interest, ~  then he must write. Are there any such harsh provisions 
anywh,ere 1D the world? 

Tbe -Bonoarable Sir Jamaa Grip: Yes, in England. The, payer of 
interest has to deduct the  tax and account for it to the Inland 

1 P •• : ltevcnue. Would the Honourable-Member like that ~  .to 
bA introduced in India? 

Dr. G. V. Deahmukh: If the Honourable Member would introduce the 
entire system regarding income-tax t,hat is prevailing in England I would 
support him in everything. 

The Honourable Sir .Jame. Grigg: We art' givill!( it to ~ : 

Dr. Q. V. D8IIbmukh: You Bre giving it to me like an Engliilhman who 
.,ames to India and ,sheds all llis ~ qhalities-. I doilot -want to deRI 
with an EnQ'lishman like that. I should like to have Ellf!1ishrnen with all 
!their EhRtish qua1itiei. You 'have taken things from ~  shorn of all 
decent qualities and you want to pala them rin as an English measure. 

D 
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ft. BOD01J1'&ble Sir lam. 'GrIa: I do not ",ant to go into any iDdi-
vidual comparison. The Honourable Member nsked whether I could tlell, 
him any country where theTe was such R harsh measure. The inatalloe 1 
$fRve waR one much harsher. 

Dr. Q. V. Deahmu1lh: You t.ell me about companies. 1: asked you about. 
individuals. 

'!'he JlOIloarable Sir .Jama Grta: Individual payers of interest have 
themselves tQ deduct tax on Recount of the Board of Inland Revenue bef()lft-
they pay to the lender. 

\ 
~. fl. V. DelbmUh: I accept th"t. I will presently' uk you to giw 

all the individlml al1owanceR. all the cOllsiderations which the English 
people hEn-e. ' 

fte ~  Sir .Jam. Grill: ThRt is another story. 

Dr. a. V. Dtlbmvlrb: Whatever exists. 

ft, Koaoan.ble 8Ir lames aria: 'rhe Honourable Member cannot get 
l&1fay with it like that. He said in one particular, "CRll he give me any 
instance of income-tax in the world where sllch " hal'sh provision exi"t.a?" 
I have told him one exists which is much harsher. He cannot get away 
.ith by drawiJlg red herrings-or, if I nlay mix a metaphor-by using a 
loud voice. 

Dr. a. V. J)IIhmUh: It is "ery likely t·hl\t after all:L have copied! it 
from the Honourable Memher. My experience of the l.egislature is llot 
much, and, after all, "uhconsciously T might have tnken the "Honourahlt-

~ as my model. It is no good telling me you have some of tht> 
provisions of the lJ"nited Kingdom. T say this for this reason.  Someho,,' 
or other my country seems to he most unfortuoate ill all respects. p ~ 

1'0 caned expert'l-Come out here and go about the world at our expense 
and study things abroad. The income-tax experts covel' the whole world 
at our expense Bnd find out that dividends include bonuses shares sonlf.'-
where and that distinction they copy from Western Australiu and the:v 
import this wool into this country from Australia, a thing which was 
completely rejected in England. You have at present depreciation allow-
ances to he put 00 the writing down value, instead of on the cost basis. 
I know this is also in England hilt was not 11 choice given to them whether 
they wiII have depreeiation \"/11I1e pllt on the cost or on t1:te writing down 
value? 

The Bcmourable Sir .Jamll Grigg: Thfl Honourable Memher is wrong. 

Dr. a. V. De8hmukh: 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 recoverahle and which are not. What is 
the provision in England? Is it not that reserve. ia allowed there? What. 
happens to husband nnd ~ in this country? That is coming to the 
social side where 'Perhaps I wiHnot be contradieted 88 often 8S I was 
60ntradieted before, no doubt due to my mistake. T assume. WhAt haf\-
pens in the C88e of hushand nod wife in J4Jngland? . 
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'Ill. JIoDoaJ'abIe Sir I .... Qrlg: I do not know. 

~. G. V. Deabmu.Jdl: Dependants are . included in it. In England 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 country. Every kind of allowance is given in 
England . 

. The BOD01Uable Sir lam .. Gna: The Honourable Member Dlust 
know that the husband and wife provision has now disappeared from the-
Bill before the House, 

l'r. G. V. Delhmukh: All t.he snme you 8re going to chul'ge the rate on 
tlae aggregare, 

ft. Honourable Sir Jam .. Grigl: No, Sir. Unless you have got ~ 

of those beuutiful partnerships, 

Dr. G. V. DelhmUkh: It unly lUeans thut sense has dawned on the 
authorities who framed the income-tux law. 1 mm ~  hope that a little 
more sense will dawn on them lind lhllt ull the objectionable features will 
be removed. Is lin)" allowance guing to be given to (·hildren in this 
~  't' According to the report of the Income-tax enquiry, this i. • 
very much married country. Marriages are ver,\' ('OllUnOll in m," . ~  .. 
In England allowances are given to children for educational purpose.. I 
reaH", do not see why fhese humane ('onsiderations should not have been 
introduced ill this measure. As maniage is very essential in this country. 
every father has to get his daughter married. There, ill England, you 
give I\n allowance of £50 till the age of 16 till the children are educated_ 
Why should the &uthOl'ities who framed this Bill be blind to that here? 

'!'he Honourable 8tr Jam .. Grill: T wish I wl:'re rlt'uf. 

Dr. G. V. Delhmulrh: I would Iik ... '·OU to be dumb. What is the average 
expense of 1:\ man who is ~ t(l pa." ~ , \  on income up to 
Rs. R,OOO? Supposing he has Ii dUlIghtl'l' to get mllrried. Does ~ 

Honoul'ublt· Member know IInything about it:l 

'!'he Honourable Sir Jame. GriU: 1 run return the challenge. Does the 
Honourllble Member know anything about people whose incomes are up 
to Rs. 8,000 a year? 

Dr. G. V. Dlllbmukh: The Honourable Member is very wrong. I will 
tell him that I om a born and bred agrioulturist. Before I took to 
medicine and settled down in Romba.v, it will be a matter of BOme infonna-
tion to my Honourable friend that I passed my life in the village and I was 
brought up there Rnd so I kno,\\' more about those people who pRy income-
tax on income up to Us. 8,000 than either the Honourable Member ")r 
his predecessors or RUt'('essorR wi II ew'r know. 

'!'he HOIlourabl. 'SIr James Grllg: Agricultul'III .people do not- pu.\' 
income-t,ax. 

Dr. G. V. D.8hm.ukh: Agriculturist in this country does not pa,v 
inoome-tax, but I wRnt to flsk the Honourable Member ~ he in('ludes 
the t.otRI w<lrld income. 

Th. HOIlcmrable Sir Jam .. CJrtc.! Agriculturist. 
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Dr. G. V. Duhmuldl:Letme' now· ... kftom· my 1, ,. ~  

Bombay. There are mllnJ State subjects in p . ~~ . ~  . ~ \.  
and Porbuuder. . ... '.,' ,.,. • .. 

The BonOlllable Sir Jamea 8rl&&,: Who ~  on ~1  in Bombay;I,' 

Dr. G. V. DeBhmukh: Who ~  ip ~ . Is . ~ .  
01: included?' "", ;, ,'" ,,' . ". 

'!'he Honourable Sir Jamea Gri&I: Included. 

:, "''\ "'" 
Dr. G. V. Detlbmalrh: Wh,v? You take his total income and' you inclucie 

ill it his agriculturfll income from the State. '''. ' .  . 
..• ~ . '\, : i· ; 

, JIr. D,puty PreSIdent (Mr. Akhil Chal'ldraDatta) : The HoncHi"'sble 
-'Iembel' cun resume his speech after Lunch. .~.  ~ , 

The .~ : then adjo,urned for I,unch till Half Past Two o( the 
C'1cx·k. 

,1.: t·' 

The Assemblv re-assembled after Lunch at Half Past Two of t·he 
Clock, Mr. Deput,v President (Mr. Akhil Chandra Datta) in the Chair. 

Dr. G. V. DeiIlmuJrh:' I was talking about local conditions in ~ 
<country and I was submitting that considerations should have been given 
for social conditions prevalent in this country. Just 88 in England 
-education is concerned R very important matter for children, similarly, in 
this country, so far at any rate 8S a daughter's' marriage is oance'l'ned, 
it is very iIqportant, it is almost a reliqious duty on the part of the 
'Parents. I should like to know from the framers of this measure as 00 
why no allowaDces are allowed in the case of income which is to be spent 
for expenses of ~  of the daughter .. 1 ~  not speakillg ~  bv 
-way of criticism, but I hope that those who are responsible for the Bm will 
toke hints from it ond modify the provisions ~ . Otherwise, the 
Bill is likeI,v to go to posteritv, not only for us, but also for our successors 
'and generations with very biUer state. I do not want"to .criticiS6 un-
neoessarily. I also, ,want ta be helpful, as much 8S I can, and offer 
oODstructive ~  at the SRme time. 

Let me now come to the other social side, that is insurance. 
I do not ·know why a limit of Rs. 6,000 is put down. I would like to 
know from the expert whether there is any limit of insurance in i.he 
r nited Kingdom? 
Kr. S. P. Ohamben: There are suoh limits in the' Untted ~. 

DJ. G. V. DuhmuJrh,.:, They get allowance on the i\'fadual'rates so ~  ~  

iusufllnce,premium iii ·conce!'I1ed. I really do not see how there can be 
ver:v many in this country who would insure for a sum carrvin(!' more 
t.han Rs. 6,000 nil \ ~  ,p ~ . For a feY' p~  here .. ~ . there, 
it does not Reem proper that he' shoulct 11'1. 'alaw 'llinitingi' insUrance 
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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. I think this limit 
of Bs. 6,000 may be conveniently dropped. 

Then, with"regard to private trusts, I am J).ot here to say whether 
religious faith is good, bad or indifferent. Personall'y 1 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-ineome-tax for"certain religious faith. and there i9 
no reason. why a maD 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 taxed. I can understand a man's income ,being taxed. 
But· here they have gone further, not only is. his home to be invaded-I 
will not go over the 'whole thing again. I SA.V it is very wrong that a ~ 

should be penalised' by way of income-tax sO far':as his religious faitlr is 
concerned. I find the same thing with relation to settlements a.nd dis-
posltions. 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 evel'Ybody does 
the same. I can' give you a case ·in point. Some persODs, particularly in 
the Hindu community. may be forced. Aecording to Hindu law if a man 
has no SODS, then in a coparcenary property at any rate in the school 
\ ~  by Mita1uhara law, if he has only daughters, then it is likely that 
nothing of the property will go to his daughter,; after his death. Under the 
circumstanoe& a man makes a trust :UDder the· Mitaksha7'G law the wife also 
haaab801utelyno claim to the property. Supposing a gentleman governed 
by Mitabhata law has his wife· and daughters and he makes a settlement 
in favour of his daughters or his wife. Whv should it be taken that·itis 
merely for the purpose of evading income-tax law? He does not want to 
have any bother after his death, he wants to see hilJl wife and daughters 
properly provided. I can understBlld a provision like the one . in theBilT 
if a settlement or disposition is made whieh (Ian be 'proved to have been 
done for the purpose of tax evasion. Hut'l cannot understand a whole-
sale provision like the one in the Bill, which takes for gnmt&d 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 agrieultural income. 
appointed the Honourable the Finance Memher. 
say about. ft. He must have realised by now. 

I am sorry I dis-
I have a great deAl to 

fte'lEollo1U'able Sir .Tamel Grigg: You tell me so. 

~ G. V.Dllhm1lkh: Whatever T tell YOll .vou can believe blindly. 

The Bcmourable Sir Jamel Grlgg: Not about ineome-tRx. I assure :V0ll. 

Dr. G. V. Deshmukh: Some people nrc incorrIgible. I caimot, help ;L 

As far 8S agricultural income is concerned, T am for clean legisla.tion. 
I do not like these qualifications. So far as British India is concerned. 
agricultural income is excluded and it should be. I do not (Jay no to it. 
:[ 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 I)Hsinesl!-
man is exempted up to a limit of Rs. l.:mo or Rs. 2.000 If .\'OU wnnt ~ 
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tax agricultural land at! a· matter of legislation I can reconcile Iftyielf to it. 
I BlI.V I agree again. It is not. lie the HOD<niriLble the ~  'Mell'lber 
kaows that· this' provision is not going to be misused. How about ~ 

palatial maoaions of Bengal landlords in e5[cludiDg from agrioultural 
ineome? That hos been ellCluded· liS hos been pointed out in one of ~ . 
-official reports. The one position :vou take I 'ean understand. What' I 
cannot understand is thia-I must speak in the-interest of my OODStitu. 
ency-in ~: there are many State subjects from neighhouringState8, 

~ Gujarat. Many· of them are well to ~  State subjects haviug 
agrioultural income from their States. If the agriculturBlincomea are, 
excluded in the ease of ,British subjects. why should. these be included in 
the case of State subjects. I do not hold with this\that any particulu 
section should get a qualification whether in Burma 01' anywhet'8. 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 umair that you 
should ·tax them accoil'dmg to the world income and iDCluu his agricui-
tural 8saets therein. Here, 8gain, 80 far 88 the total income iSCODcerned, 
it has bef"Jl ehanged into total world income. If YBuwant to kef'p that. 1 
have DO objection,Dut what. I cannot. nnderst,and is. while ,\'0\1 will t·ax 
hill total \\'Orld inaome, vou will not allow anv interest if it. is to-be seat 
('lilt 'of :British India. I hope ~ gO ini:tl the mnt.ter in flatR.il whentM 
IWlendments ure moVed. If '"ou Dnt to tax a man's t.otal world inoome, 
then voo must (Ieriainlv ~ hiR\\'Ol'ld losSeR 88 well, whether it ill-i)D 
IlIlOl'tiagea or iaterest. 'You cannot. prevent that man from ,}>a,ving iatel'est 
outside. but ~  will not give ~ exemptions or ma.ke Rny "l\owRooeR .10 
t,hat l\flOOtmt,alld that, J think, Sir. is ~  Wl'OIlg. 

Again, Sir, I hope the House will eXt'use me for dilating on the 
'lUbject of agricultural in{'ollle, for this reason, because it has been 8til·teil, 
thut this Bill is intendooaltogether for the relief of ,the poor t_,.ayer 
Uguillst the .rich tax-pay., I myself honestly think, Sir,that in spite of 
the cheap gibes. of ~ }'inanoe Member against trade representatIons' au4 
propaganda and ~  which he quoted, t.his Bill is going to utleat 
the poor agriuulturilts very ~  ~. After all, what is t.he 
ineoUJe from business to an average businessm&D 1. I do not look at it 
in an abstract way. A man who is trading out.side India can only trade in 
f'XI)ort or import business. So far as Indians are coDl!erned,,;we are, to 
hegin with, mere produ('ers of raw products, and the f'r.v lI11t:hr'ough for 
the last so lJJony yeal's hilS been that. OUl' export trade has heen declining 
nnd our prieee have heen falling. And wh.d is the menning of the. OU.wa 
J>act? ~ t.he lust four .\·eflrs we have been in this House we have 
hf'en hearing /I good ileal IIbout the fall in t,he priees .of agricultural pIoOUC6, 
that pricles of agriculturlll proom·tR Rhoulrl be increased, in fact all kinds of 
suggestions ~ been' put forwarcl. ~ . when :vou are going t,o tax 
:nmr merc'hants for world incomes. whst fire ,VO\l going toO t.ax them for 
so fnr AS the Indinn Dlel'('hants lirE' conC'ernetJ? The,\' ~p  your raw 
produce outside, in other words the." IIrt: helping :vou to increase your 
export t.rade. On the one hAnd .\'Ou Sll.\'. raise turiff wfllls so that outside 
prodUCt.R mny not come in nnd the export trade' of the . .~  ~:  he 
etimulateil. in order that our agMf'1Ilturnl produce mny fetch bettor, prices; 
iln the other hnnd, ~:  lire penal ising the man who is carrying on the 
export tracte h;v ~ him on whatever he makes outside. Sir, it dOes 

~  to me t11Rt HIP ROllRf' in agreeing to R proposition like thiA will ~ 
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taking up Q ~ .inconsistent position. 1- ~ say that 1 do l10t under-
:.t&nd the confllCtmg .~ . Besides that, what il:l the ('ondition 
of ,Your ~ p  trade? So far as the ugricultural produ(·ts are, concerned 
are you In a flourishing eondition? No, certainl." not. Your rice export 
ilrOl1l Bengal has gone down by about one-fourth, ,."our -wheut. export hUK 
gOlKl down by about one-third; ~  in the Punjab aTe howling 
that they do not get Kny priee for' their produce, ILnd the Berar Ilnd 
~1 ,~ are sho?ting beeause the prices of ('ottOll have gone down. 
MiJlet, Jowar" maIZe and other things which we used to export to the tUlle 
of about four hundred thousand bags hnve come down to about 40.000, and 
then on the top of 1111 this, YOII talk of taxing the income of the agricul-
turists on a world income or accrual baaiel 

,Sir, I think the whole scheme hos been conceived from a wrong stand-
point; it is conceived anI." from one point of view, and that is, with the 
whole idea of getting ~ , more money and more money, no matter by 
what means it is got. It caD be (',()llected, no doubt, for a purpose, and 
that is for provincial contributions, but again I .hallrepeat here, we are 
not going to sell our birthright for a mess of ,pottage for the sake I)f 
p!'O'fincial contributions. Do you mean that for the sake of these provincial 
-oontributions we should yield to anything and ~  that you propose? 
.Are we t,() submit to aome of the ,powers which you propose to give to the 
:Income-tax offieers, like the power to enter your hOl\Se or to ~ p  :m 
useslilment account if he \\'onts to do 80? 'l'he Honourable the FiDllllce 
ltember in nDswering Rome Honourable Memher saiel that ~  canuot 
daim lopes for six "ears if vou ~  render accounts for six ,\'eara. I 
agree with him ~ . . T ~  you CRnn<n. claim I08Se& for six y_r., anrl 
it is only fair that you cannot claim aooounba for six,.re. ,~  what I 
sho\lld like to know is thie,-how can the assessment questIon be re, 
opened by a.n Income-tax officer ~ this. Bill? I supposa,.in ~  
English law and in t.he Jaws of thp tTmt,ed KmRrlom the words If ht-dls-
oo:Vel11' mU,st be there. 

1Ir. S. P. Ohamblll: Yes, if he rliRcovers. 

Dr. G. V. Dubmqkh: Well. if "011 use the fiame ~ here. 1 huve '10 
objection. . 

''fte Kcaouabl. SIr , .... Grtq: I am Ilfmjc1 the HOllollrllble Memher 
has not read the Bill. The word 'dia(loveril' is in t,he Rill: 

Dr. G. V. Delhmukb: The Rill hilS he en ehutlged so mlllly times that r 
-cflll only go upon whut has heen Rupplied to mf', 

The Honourable Sir .Tames Grigg: ThE! HonlluTnble MelllQer hod lIetter 
mistrust what. if! supplied to him next t,ime. 

'Dr. G. V. Deahmukb: Unfortunately, I am not in the habit of ('onfel'-
ring privately with a.ny Government, Members on the p~  side, und. 
therefore, I ean only go by t.he printed matter which hftb heen supplied 
to me. The Honourable Member will pel·hRps excuse me jf T (lon't have 
-any private conferences ..... 



...• ' 

3368 . LBOIBLATIVE' ABS_SLY. [2SBD Nov. 1988. 

The Honourable Sir .Tam •• Grtg: 1 can eXBuse him, but I do not think 
he ought to be exclltied fOr not readitig the Bill and ma.king observations on 
it hefot·p, he rei\ds the Bill. ' 

Dr. a; V. DIBhm1lkh: If you have already made ohnngesin tlu.:-Bill 
hy taking Bome 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 ou the 
framers of the Bill to incorporate and embody almost, aU. the 8uggeMionB. 
t,hflt ruay be madE' from this Aide when' we come to deal with the amend-
lnentll .. 

. . 
Well, Sir, I do not want to take Bny more . .\~ .of this House. rnller 

this Bill the powers which you are giving to the income-tax authorities are 
enormou6,-right up from opening accounts on his own wbQns .$,lld :esP';oos 
down to entering our hearths and hames. This i8.a thing, Sir, .which. ~ 
~ p ,  subject of 8ny State would ~  agree to. I have no ~ 
tion to haying a unifonll law without having all this show of control, of 
domicile, non-domicile ana 80 on, to lu:>lp your friends, or to iovent ~ ~ 
to help them at the cost of the poor tsx-payersof this .country. Ijj i\eeD)8, 
to me, Sir" thut t;he R'ill. af; it is, is Bftturated with u.nd is fulloi ~  
methods fo!' extracting money from income· tax' payers. If you. want 
the people of this country to pay income-tax in .. moral way, you cannot 
introduce immoral provisions in the Bill. 

. Now, Sir, it is a matter of deep regret to me to find that HonoUrable-
Members from R1'1 sides·of the House have been appealing to the Honourable 
the Fjnance . Member to use this authority very sympathetically and kindly. 
r say it il'l ail attitude whioh I oannot agree with. All, these pathetic appeal ... 
to my ~  seem to me very disgusting, for this reason that we  are. here to 
make legisla1;ion. It is our responBibility and Qur decisiorito giv.' , him 
what power the income-tax authority should have. .  .  .  .  .  . ." ~ .;. 

fte ~  Sir .Tam. Gnu: If that is so, it is the Honodfable 
Member's responsibility to read the legislation he is making. 

Dr. G. V. Duhmukh: It is quite likely that the Honourable Member 
opposite is satUrated with legislation about income-tax .only •. ~ so far 
as the general principles of legislai!ion are concerned, he has> eitherj>aid 
no attention whatever to them or probably he was unable to underStand' 
those prinoiples, because from my medical knowledge I know that when 
a man is particularly interested in one subject, he ~  •• deaf :and 
dumb, he becomes incapable of assimilating any general ideas on other-
>;ubjects. and, therefore, I will excuse the Finance :Member for his re-
ll1arks. .  . .. 

fte Honourable Sir James Grtll: }<'or your mistakes? 

Dr. G. V. D8IhJn1lkh: I say, Sir, that these appeals, whether they come 
from the European Group or any other Group, seem to Ine to ,be very 
inappropriate and insulting and not consistent with the self· respect of this 
House. After all we are here as legislators. It. i. our ~  ~ 8(;le what 
power we will give to the Income-tax Department, particularly Il Depart-
ment to whioh we pay the enormous sum of nearly one crore of. rupee. 
merely for collection of income·tax. We, as self-respecting subject.R of a 
Rtate, should not be prepared to subject ourselves to all kinds of inlJividllltt 
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ignolIllmes. So far as business is concerned, perha.ps I could have gone 
into the busin811 side a little more but I have rno desire to., All I am keen, 
on is 'that the individual rights of a subject should not be trampled upon, 
and, particularly, when it comes to the duty of the Legislature itself it is 
no good taking up a ridiculous position and hand over powers to the, execu-
tive to tyrannise you snd oppress you and then' rriuepathetic Itppealti 
asking them to use this power sympa.thetically and kindly and to remove 
this evil and that evil. If you think that the power ill going-to:be misused, 
it. 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 arid will 
not give powel'B to the executive which interfere with individual rights. 
with industry, with prosperity and with the happiness of this country. 

Mr. Jluhammad •• umau. (l>atna and Chota Nagpur cum Orissa: 
Muhammadan): Mr. Deputy President, we have all carefuUy heard 'the 
speeches of the Honourable Members of this House and especially of the 
aonourable the Finance Member aud the Leader of the Opposition who' 
h&ve certainly placed the Bill in a more lucid manner than the other, 
Members have done. I must, confess that the ~  of the Bill and·, 
of, the Act of 1922 as well is vague ~ ambiguous and it is very difficult 
for anybody to understand the difterent implications contained in these 
measUres unless they kno.w the practice. I should think, meaning no, 
disrespect to any of my friends and colleagues, that only & few of them, 
haye been able to digest even half ,the, subjEIC,t, ~ . aDd ,technical as 
it ,is, ,My HonoW!llble friend, ,SirRomi Mody, ~  that on the 
flOj.)T 9fthis Bouse yesterday and if a man of his, merit and cpnnections, 
in business world has not, been able to understand the la.n.guage as Ull,lch 
ashe should have been expected to, well we can see how vape8l)d. 
ambiguou!l the Inngua.ge used in different c1auRes iR to lIIOst of, UR. 
Frankly speaking; for myself I have found enormOU'B',:diftloulty .. jD':uiider-
standing the clauses and their implications in spite of my knowledge of 
law and of economics and close a8sociation with Commerce and ~ trading 
community of India. . .', "", 

I understand the (lhief purpose of the Bill is to minimise the cha.noea 
of tax-dodging and to catch those who have been avoiding payment of 

~, tax in spite of their capacity. That is what the Honourable the 
~ Member has told us in his opening speech this time. On the 

ql,lestion of tax-dodging, Sir, the best test is the number of penal case9, 
which h&v8 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 pen&! eases have been brought 
and with what results? We do not know. If the statistics had bMn 
placed before ~ we would have been in a better position to judge how far 
tax-dodging was going on in this country and whether it has re&ehed & 
stage where legislation of a more rigorous kind is necessary. Then again. 
it hall been further alleged and probably correctly, that some of the 
assessees maintain duplicate sets of boob. one for the Income-tax De-
panmant and another for their own UEle, 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 lirc con-
tained probably in the set which is produced before the Income-tax De-
partment. Now, as regards that al90 we should have been givl:'n some' 
idea 'as to the' &u\;hority 011 which , ~ Government relies t,hat such ~. 
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lMl-. )Iulinullund NaulnaJ1.} 
~ going on. Yesterday, Mr. Town 'aiso8tireseed ~ 'p1'&Ctioe of these 
thiogs by IIOme asseS8ees. 1 do not. know his SOUl'<:e of itlformlttion nnle,Bs 
it be an intuition to him as lOme one saysn()\v. ' 

AD B0Il01Il&ble ~ 1 : ~ 0, Ii ~ . 

Mr. Kghamme4 Baumaa: ThtlD, I wish we hsd BOmtl more people in 
the ~ to oonfeBS that t,hey Bre maintaining duplicllttl sets of books. 
Naturally liS Mr. Town belongs to aoommercial community Bnd a oonfes· 
sion in his CBse means the maintaining of duplicate sets of books by his 
section & cannot me&Il, lWvthing else. However, Sir, on this basis 
p ~  is being made to ~  the Im'oIDe-tax Officer' the right of free 
entry into premises, a.nd that means not ~  the \ ~  premises but 
all such premises in which the IllQOme-tux Officer thinks he will be uble 
t;o catch a tax-dodger or his books "'hlch he may be maintaining for tax-
dodging. My submission on that point is,Sl1', that this clause would 
haras8 the hOllest a8sessee more , ~  helli tu 'clltch 'the JiAholleo;;t one. 
r will not make the assertion that there are not tax-dodgers at all in 
India. There might have been CRses 'Of dupliCAte setA of bodks being 
maintained ; bat in my opiniOn ~  are BO few that they do not require 
88 yet meha rigOrous clause· being p ~  on the Statute-book as to put 
all the 8sseS8ee$ in the r.ategory· nl <'riminals. NoW'. Bir, &8 regards thi8 
I think the Honourable Member does realize t.hst the power8 JYI'OPOI'M to 
be given are mt)re apt t() he abused than 1iBed rightly. We have had sufli-
{"ient experience in this country· of the way in which police omcera behave, 
of t.he wn;," in \vhieh even c1utpralfilf have 'heen moer-uwing gentlemen, 
and if tim power is given to ~  income·tu ofticer ' 

:'oj':l 

AD Bonowable KemJMr! And howt.be Jamadar ~ your rentR 
bebl\vea. •  . 

Mr. Ml1bNDID&d. B.ulDUl: That does not arise. If at all amendmeM 
was ~  the eS8ential feature of the Bill should ha\"e been Himplifica-
tion uf the language, ,so that it would have taken out of the present Act 
the vagoo and ambiguot18 parttl of it. The most essential principle  for 8. 
t,qing legisiRtion is that it should be eouched in simple and explicit 
l"'*IUa.ge, so HI! to be intelligible to the uverllge tnx-paser on ,,"hom the 
~  falla. In ~  there wus n Rosal COlnmission appointed in 
19lKl with definite tenn of referem'e that the language of the Act should 
be simplified. &I'ld the Codi'ftcation Committee W/lli appointed with the 
~, object of !rimplifying the Lmguage. It W8S Ilppointed somewhere in 
IH24-25 unrler Mr. Winston Ch\1r(.hill the then ehnllcelJor of the Exche-. 
{]uer. The personnel included E'minent lawyers and accountants and 
fllt,hough that committee ma.de its reJ'ort, Purliamellt lUll; not ~  given 
its 88Ilction. ~ still think thAt thf' tangllage thE-re iIJ nmbiguou8 in eer-
t.ain parts. That is the story of n nountry, Sir, wbere literacy is practi-
'·MIl." 100 per cent., Rnd the HonnurMble Members ("an realise the position 
of this country where literacy on the average is hardly ten or even ft'Ye 
per cent. and where there are a dozen methodl'l or more of accountancy and 
not one md,hod as in the United Kingdom. 1t is mORt Imrprising that BOlDe 
parts of the United Kingdom Finance Act have bet·n til ken hut not the 
whole. The Enquiry Committee appoint,ed under our Expert, Mr. Cham-
berR. did not rec·ommend any negotiations even \VUh t,be United XinRdom 
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«)r other countries for reciprocal arran8lllirents. When we were thinking 
·of taxing world income, I think it waR tlnly fit that they should ~ 

~ . into DElgotia.tions for recipr(lcJul urrangernentR, at least with the 
United· Kingdom and the dominions. 

Bt.'fore (loming to thl:' dll\ll'Oel;, let nw point (Jut thllt the Bill is not 
based on the funnamelltlll p"inciple of the cupucit,v of the i,ax-payer to 
pay. In, ~  ~  like the United Kingdom we find thlLt allowances 
have been giVPl1 for eXpl:'IlHeS of II verHonul I1l1hm: and for wife und children 
a,nd house.keeper. This WIIH diI'W-U)iRed yesterday by Sir Romi Mody 
and just now by DI'. Deslnllnkh 111 full knglh.' 1 need l1ilt dwfill on the 
necessity for such allowances. 'fhev should ho"e heen taken into com-
s[deration when examining the queRtion of the tax-payers' capacity. I 
understand' a proposa.l Wll8 placed beforl:' the Enquiry Committee hut WM 
ttlmed d9wn on t,hp grOlmd Ulat "mKrried condition iR tlle pl'e\·n.lent cOJldi. 
tion in' this eountr,v". It is somewhat surprising to me to hear that: r 
do not, know of an." part of the world wherl' the prevalent conditicm is an 
nnmarried life. AR fllr liS my knowledge ,gOl'R in the Pnited Kingdom 
lind in all t,he dominions including AURtrllliu. ('onll(ln, Routh Afric'H. f't.(l .. 

these .n.llownnceR are given when ~  is rondl' on imliviclua1fl 

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

1Ir. X1lha1DJQ84 lIaUJDla: No l)l'ovision has been made here for allow-
'S 1f nRce for even a single wife. The prevAlent condition is one wife 
, ,p, .•. onl,\'. Legislation could have beenpaSfled giving .lJll1vance for 
one wife awl treat the others as a hUury. But that hilS not .heen done too 
and this is the tragedy of taxing principle, 

Another point which was mnde yesterday by Mr. Town was that 
many people who have the capacity to pay escape paying taxes and by 
paying capacity he said people getting n.bout or just over RB. 2,000. Re 
-doeR not ~  that 0. man earning that figure has hardly anything left 
:if theBe 1 ~  are given. It is in this country alone where tbp aJlow-
..ncu are not given that Mr, Town says people are escaping tax. (Jnter-
ruption,) I am not concerned with what he meant; I 11m ~  wit,h 
what he said; and he definitelv said on the floor of the Houl\e that be 
knew many petty shopkeepers ~  were making about Rs. 2,000 and who 
were eRQaping. But he does not realise the· unfortunate lot, of those 
people that they are p1'8cticaU;V living on. nothing and they do not have 
oapacity to pay in the real sense of t.he word. These facts should have 
been apparent to the expert Mr. Chambers who was brought out Iwre to 
study those things and advise the Finanee Department on the same linel' 
1\8 in his own country. 

Now, Sir, no guidance hus been gh'en t{) the ineome·tnx offieer regard. 
ing allow-ancesfor expenses. Certain lines 4a.ve been vaguely suggested, 
but no guidance in clenr nnd explicit. terms has been laid down in HlP. Rill, 
nor was it in the Act which has heen in operlltion flO far. T perFlonall,Y 
know of hundreds of businessmen in Ca.lcutt'8 who maintain n kitchl'll for 
their ClJients on the basis of time-honoured custom of the t.rRde and nil ow 
boa.rd and lodging to their servants as part of the contrllct hf their service-
when they pay Ra. 10 or Rs. 20 or B.s. 30 to their !leTvant,8, ~  31F10 

-give the benefit of food and lodging . 
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'Dle lIoIlOarable lir lam .. Ckig: That is allowed. 

Kl'. MqbaminMi .~1 : No guidanl,e has been laid down in ~ Bill,' 
an.d I know thllt the hide and skin merchants of Calcutta are not'alloWed' 
this . 

"Ib.eBOJlourable '8lr Jam .. Gna: You bring the cases to my notice. 

JII, Mub·mmad Ba1UD&D: 'l'hank you very much. The other oaSe ,i8, 
that of .. partner or proprietor living OQ the premises and. managing the 
buain688 as manager and no allowanoo being given for, his expeJ18es: I' 
1 ~ of many cases in which .the premises in which ~  ,lI;8ine&sis being 
earned on and are also QCI;lUpled partly by the propnetor' or partner and 
the rent of that part is disallowed by the income-tax ~ in his .own 
discretion: 'Again, if apurtner or proprietor vil!its his office to examiut:! 
the ~  once a year and takes a, house for two or ,three monthS on 
rent for this purpose, that rent is ~ allowed: it is. assumed p ~~  
that he Woe,nt to Bombay or, Calcutta or Madras 01' wherever hi!! ofUce ~, 

situated on a luxury excursion. I submit, Sir. that some sort of guidailce 
should have been given in the Bill in unequivocal and clear ~  saying 
that such and Buch items or nattirt's of expenses would be anoWed and others. 
would not be allowed by t,he 1:axing authorities 8S p~  of, \ . ~ . 

EV(;lrYtJ:ting has been left, to the discretion of the 'ihcOin:e:tai'omder. and, 
probably, he can make the'life of any, l'espect&ble and ,,",nest citizen ,or-
assessee I'S miserable as it ma,Jie in his 'power to, do, 'This is, something 
which appears to' me to be agairist all, equity, Xn all the other departiberits' 
of the Government guidance has be'en 'gi-ven to' the ofllcers in otear"temis' 
but jn the case of the Income-,tax Departmellt. I find that in spite of the 
efforts of mv HonQumblt' friend. the Honotirable t,he' Finance 'Member, to, 
oV'erhaul the machiner" of the InMme-tax 'adthlnistrtition, about whiClh 
he is really p ~ , ~ substantial ~ p  been proposed . in. 
the interests of this country-what 1 submit is that the Honourable the-

. ~  'Member Rhould give such' ~  and put insu6h provmOns' 
as would not be ambiguous or vague ~ ~  an'bonest aseenee 8" 
chance to make the inoome",tax offiner understand t.hings if he is not' IIble 
to ~  SO himself. ' ' , 

, , 

I find instancE' of ~  "tax-payer,,' capacity to pay" by the p ~ 

sion of chmse 17 in this BiB, We have alreadv in the Statute section' 
16-(8) in whieh the income' of the wift' froTII asr::etFl transferred by the' 
husband or the income of the wife ina partnership concern in whioh the" 
wife becomes a separate and independent partner is amalgamated wit!l" 
the income of the husband. There is a similar provision in the Act under' 
which the income of a minor child from 8Sl!Iets 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 fI·nd the wording of section 
17 is: 

. "Where two ~ . are hu.alJaud and wife, the tax pMYMble by eit.her ~, '00 
hili or, her total lDoome shall be an amount bearing to the total amount of the tax 
incll!ding I',uper.tax which, would hMve been payr.hle on t.he tum of the two total 
incomell had such lum been the total income of one individual the llame proportion .1' 
the total inl.'Ome of such KpOURe heMl'8 to thll lum of the two' total inOOIftIll." ,  : 



~  

JIr. S. :Po Ohambera: May I just remind ·the Honourable Meulber tha.t 
~  par1j of clause 17 has been ~ .. in the Select Committee? 

~. Muhammad .auman: I lun sorry then. Ae my ~  were II. 
little &trong on this, because, from the Muslim point of view, Mualim 
ladies have a separate existence and t,hat position should be recognised, 
.and also the question of Dower debt . .. ',: '. .  .  . .  . . 

The ~ 1 . SIr .Jame. G11gg: We have accepted thatargwnent. 

Mr. Muhammad Bauman: On the question of trusts, I want to say 
this. My Honourable friend, Sir Muhammad Yamin. ~ •.. ~, ,fully 
discuss.ed that question, as to how the Muslims feel on the subject of 
waqfs II.nd waq/-1l1Ill-,4ullld, but, I want ~ ucld jili,t II few words. This 
theory has been a('cepted in the 'Bihar Agricultural Income Act, and tl1e 
waqf has been exempted from an.v taxation. I do not see why this prin-
ciple has not, been enacted here up till now. I hope when we cO.me to 
{}iscussion on amendments the Honourable the Finance Member would 
accept our amendment and see that the feelings of' the Muslims are re-
~ , in so fu)" II'; the wuqf uno wa.qf-alal-A 1I1ad is .~  There 
should he mndp 110 .dh;tinction on t.he question of waqf  and waqf-alal-
~: , that is, 11 trust .private or public. So far as t.he. Muslim law goes, 
there is no difference between the two; the;v. sta.nd on the' same level 
according to Muslim jurists. It is difficult to understa.nd where the private 
trUst .ends and public trust begins. If one starts a school for the benefit 
of poor boys' of the village, is ita ,public or a private trust? . 

Mr. S. P.Ohambe1'll: Public trust. 

Mr. Jruhammad Bauman: Even if it is started for a ('ertain com-
munity? 

IIr. S. P. Ohambers: Yes. 

JIr. M"hammad Ba.um&IL: My Honourable friend, Sir H. P:Mody, hus 
lucidly dealt with section 25-the power given to the ineome-tax officer of 
dealaring dividends six months after the last meeting of the slll,rehoiders if 
there has been no suc.h distribution. Dividends a.re to be deolared by thrl 
income-tax officer not out of t,he available profits of t,he oompnny hut such 
dividends are· p8l'haps . tQ be declared' disal101ring all ,prefJminary' expenses 
nnd all sl!ch items of expenses which are technically lookeo lIpon as legi-
timate items of expenditure but do not convince the ~ c:iifficerof its 
relevant necessity as urgency. The question is where are thc· dividends to 
come from? Again, the next clause makes the position look still more 
·diffioult. I am referring to the provision"if a. company has its reierve' fund 
sufficiently accumulated t,he income-tax offioer hus Ute power of making 
himself the sole de fllrto director of the board Itnd 1~ tht' di"idendR 
in his own discretion. The share register has then to he cu:Jt'o for bllt 
. -shareholders as recorded in the company's shal'e register would not. mml1Rlly 
be the same persons as the actual shareholder at the'time o£ aetual declara-
tion of dividend. In busy commercial places as those of Calcutf:;, Bomba.v, 
.Karachi, Madras arid ot.hers, shares 1Il000tly'change'hanM bY"hhnik transfers 
and t.he company itself cannot give t,he name of t,he actUAl Rhlll·pholdflr nt 
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t.he time 'of the deClaration of dividends. Can my Honourable friend, 
Mr. Chambers, enlighten me us to what instructions he propose", to ~ 

to the inconle-tux officers in sud. circumstances whicll nre expeoted to' arise 
in more thnn ahout 50 per cent. of the CUBes? 

:Kr. S. P. Ohambelll: J am sorry 1 cannot give thl! Honoura,blt! Member-
any idea of what instructions will be issued becuuse t,he Bill has not yE't 
been ptl88ed into law. That is a matter which will btl considered at n very 
much later date. But I will hear in l1Iind the point which my 1 ~ 

friend has made. 

Mr. MnJa,n'lmad Jlr.uman: My submission on that is tliat some guidmwe· 
should have been given in the different clauses by such provisions as to 
show the renl intention of the I .. t'gisluture in enacting this.';rhen, section 
42 (3) ~  thtl 8SReNsee to furnish statel1lents of t,he names nnd addresses 
of nIl persons to whom he hus pnid in any year rent, interest, oommission, 
royalty or brokerage or anouity amounting to Rs. 200. This IIc't will only 
be a source of constnnt friction hetween th(> employer lind the employees, 
the client and the mfl.lrajaJl, bet,ween a merchant Imd hi" hroker, hetween n 
commission agent llnd his principRl, find when the income-tux officer insists 
upon a list heing furnished of nII the payees of the kind mentioned to tb(! 
extent, of Rs. 200 or more, I think ill Rome caRes it will aUlount to 50,000 
names or thereahouts. ~ the instance of a sharehrokenl' firm or-
.oommission RgcntR firm ~ !'lients are innumerahle and whOKe IlmOllnts 
of ('ommiRRion are Rometimes smitH, but the URmes nnd ail.drtlsses ure' uIl 
the RRme numerous and different. Then he haR got to maintain the names· 
und IldilreRFIt'R of all those persons who get about Rs. 17 or 18 a month,-in 
total amounting to RR. 200 and the IU1ResseeR nm the risk of giving lin 
gddreRR on which the man mny not he found I\nd he called "Dishonest". 

The Koaoarable Sir .Tun .. Qria: On the HonourRhle Memher'R 8sser-
tion, ~ are 50,000 narneR of persons pRying Rs. 200 ellch. whi(·h .meRnR· 
payment of a !'rore nt 1eaRt" . loti 

Mr. Knbammad lfaaman: There arefirrns which are p ~ ~  about /I 

crore of rupeeR. T call name some of them, say: "Mungli Ram ~ , 

Birla BrOfl .. Adamji Haji Dawood, Bird & Co., etc." These are ~  

finns in Calcut.ta. If yon take their list, it will come to nhout that figure. 

The Boaoarable Sir .Tam .. QrIa: You mean payment of interest? 

:Kr. Mubammad :Ra.umaa: Not paymentfl of interest. My au.bmi8llion i'.! 
1.hat 50,000 persons may get it in some shape. 

fte JIoDoarable Sir .Tun .. Qria: On your statement. if you takc t1w' 
figure nt 50,000 and if you multiply it hy Rs. 200 paid in interest. it ComPFI' 
to a crore a year. 

:Kr. Mubammad .&IUIl&D.: It includes hrokernge. commiflsion. rentA and 
Rli other t,hings besides interest . 

. '!he JIoaoar&bk Sir .T .... Grlgg: ThE'Y 00 not pny ~ >. They ~ , 
it. 
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Mr. Muhammad Baumaa.: They pay a8 well. When I say 50,000, it will 
be ~ very .reasonable figure. It will be at leut 3,000 or 4.000 normally in 
many C8HS. 

As I have said before, no guidance hs!; been gh'en to the income-tax 
officer for accepting and allowing u deduction of purticulu.r expenses. That 
would lead to harl\SSmE.lllt. I know of individual friends who, for reason of 
being a Muslim and following the strict tenet of the Qoran, do not borrow 
on tenn of interest but borrow ·money on term of paying I) percentage of tht' 
profit u.ccrued and this is not allowed for by tlKl iucome-tll.x  officer as busi-
uess expensc, ill spite of tlvidtmce produced btlfore him. 

Now, Sil', if my study of fundamental princiI)les of u to.xution statute is 
~, ~  T may say that normally a taxing statute should be based 011 

consohdatlon tlnd there should nut be 0. sudden U1' ahru}lt variatioll in the 
principle of taxation. I think this principle is rather violated by the attempt 
to ~  ~  from the remi!tll.llce basis ~ aecI'unl basis foI· the Purllose of 
taxmg forelgn IJrofitR alld gUIIlR of an IndllUl liS proposed in clause 4 (a). 
The League of NlI.tions Fhlll.llce Committee recommended the principle of 
levyiJ;lg tnxes on the profit II.nd gains accrued at the place of origin. The· 
p p~  of place of origin is to hu the pluee uf taxfltion and this probably if! 
the most equitable and it takeR away the entire question of douhle income-
tax relief or reciprocal urrangements, III adolJting the principle of &Ccrucll 
basis the Government of Indiu will find thai the.y ure landing their Indian 

~  into such difficulties tiS would either eompel them to (l1tange 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 18'2 days residence or 865 dayR 
reSidence in four years. The question of 18'2 dllYs evidence and 365 days 
aggregate residence evidence will give enurmOU8 trouhle to honest II.sseSSe6S 
and UR the onUl! of proof will lie 011 the slumlder of the ussessee they will 
find somt' difficulty to make the incoll1t'-tlix officer helieve their siatemellts 
uCC9mpllnierl with' sllch evidences KS will 1 ~  not be available in ~ 
form of eertificat.c from ~  GO\'crnlllt'nt.. The histor.v of Indian foreign 
trade is more " ~  of personul enterprise and lIdventures of individual" 
and ill no cost' I know uf any suhstll.ntiul help ever gin!ll hy the Government 
of India for building up foreign kade, I hOyle that the Honourable 'Mem-
ber will realise the hardship of double income-til x for those Indians who I\rll 
doing their business in fore.ign countries Bnd will hK \'e t·o pay incom{'i-tu 
at the place of origin und no rclif'f of tiny kind will he fI\'ailahle from those 
nountries which have no reciprocal arrangements with Tudin. Then thf'rt' 
are cOImtries which would Bot nllow Hny part of the tJroflt or oupiial to Ill' 
removed for some. time nnd in that case the Indiu/i merchants will lit' 
assessed on the foreign income lind will.hnvt' to PlI;Y out of their Indian funds 
eit.h('r from t·he capital or hy horrowing and this will Illenn hardship which 
may tlnd t,he t.rade altogether. Of course the Govemmellt. of India hall 
offen,a to isslll' executive ill:ltrnctions for cUSt'S where removal of profit will' 
not be possible but this will not be sufficient us all the official orders nOl', 
mally are delayed to such an extent that the income-tax officer may realise in 
the meantime and the machinerv of the Central Board of Revenue Will he 
set in IDotion after the harm has' been done. Then the difficulty of bringimr 
the hoob from foreign count.ries .is not only oosti:vbut it ~  win businesF<. 
If during the transit the hoob are .lost, with them will be,. lost tha,ti ~  

which might be ~ ~ the clients 1 ~  .. ~ e.ffect of thi8':Bi1I ma,v ~  
to tempt. other dominions to nrl-; .... t 1111F1 >~  pnnclrtf" of tllxatlon on thl'Jr 
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side' and then the effect of double iricome-tuxrelief may be nullified. 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 ~ the 
United States of America, Japan, Germany, France, ana etc. Besides, the 
amount of the'double income-tax relief normally will not be available in iess 
than fOllr 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 11 company B. C, and Co. earns one lakh in Japan, one lakh in ~ 

Unitt.>d States and one lakh in British ~. ~  rates in JapaD and 
n. S. A. to be the same as in India minus surcharge then it pays ten thou-
sand' e.ach in, Japan and U. S. A. 

Mr., B. P. OhamberB: I may inform you that the rates in those countries 
are lower than the aggregate of the rates of income-tax and super-tax;', for 
~\  1I L'ompauy in India. 

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

Mr. B. P. OhamberB: I thought you suid the United States. 

Mr. JlnJwnmad •• tlmlD: I said United States and Japan. ,As r do not 
.. know the rates, I have just tried to calculate on the same basis as in'thi 
country and what figures I have been able to get are subject to verificatio 
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, 
ea-ch in Japan and U. S. A. and Rs. 11,000 in British India includin 
surcharge, making a total tax of Re. 31,000 on an earning of Rs. 8 l,kh'" 
but under the Bill the position would be that B. C. & Co. will pay Rs. 101 
each at Japan and U. S. A. and will pay about Its. 85,000 in British Indi 
,on Rs. 8 lakhs net earning, combining the profits earned in three countries 
and the total amount of taxation will come to nb011t Rs. 1,05,000 on Rs .• 
lakhs against which no relief wiII be availablP.. 

JIr. 8 .... OIaamber.: I have not followed the Honourable Member' 
6gures in detail nor do I remember the exact rates in the United Stat 
'and Japan. I think perhaps the better plan would be if the Honourabl 
~  would ask me a qu.estion outside in the lobby and I will the 
mdeavour to check his figures. 

Xr. Kuhammad •• amlD: Taking the same case, supposing the eurnill 
to be Rs. 1 lakh in Burma and one lakh in Ceylon, the relief woula b 
.given to the extent of about half the tax that he paid in the colonies: an 
which means relief of about Re. 10,000 by way of double income-,tax relief 
a.nd still he will be saddled with a net taxlltion of about Rs. 95,000, a 
against Rs. 31,000, which is the position at t,he moment, under the Act 0 
1922. 

'Mr. B. P.OhaDibenl: I think both in Ceylon and 'Burma he would pO;, 
'flO enratax on the assumptions made, because' althoullh British Indi 
·giveR relief of half the tax ~  either countries also give relief .. 

Mr •• uhammad Baumaa.: ,Now, then, the question of domicile an 
~  placeR us in further confusion, because section 49 of the Ae 



_.7 
of 1922 and section 58 of the present Bill cannot he deleted without the 
~  of the Governor Geperal. Europeans earniJ).g profita on their 
w,veEltments cannot give the Indian exchequer that amount as the lndiau 
~  will be compelled to gi:ve. I have every sympathy for my 
European friends a.nd I do not want to 8uggest that they should not get 
r.elief for double incomQ-tax but what I waDt to point out to the House is 
~  thia is not relief given to the European business-men but is relief 
ijlven . to the British treasury. The facts are that those Eu.."'Opean firms do 
Dot get the relief but the Indian excheql.ler 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 
ra.the!" too much that they should have been taxed twice and natura.lly they 
paid only once. But whatever relief is given to them is actually given to 
the British treasury and that position has to be t,aken into consideration 
by the Indian exchequer-how far this is to be justified. Now let UB 
take a concrete case. Let us suppose that A. B. & Co. Ltd. earn 
ns. 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 up to he Hs. 21 lakhs, then the United Kingdom super-tax on that 
amount, wo!'ks up to abont 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 
tittle difference for the reason of the rate of exchange or even the rate of 

. ~ 11  but this will be the figure near about. Now, Indian tax: on the 
earning in British India, which amowlils to' Rs. 10 lakha, will amount ~ 
RB. 1,00,000, and over this will be charged a surchage of Re. 615,000, 
making a net taxa.tion Rs. 2,50,000 tax to be paid to the Indian exchequer. 
Well, under the U. K. Finance Act, reUef 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 benefiilof taxing the British portion of A. B. &: 
Co. Ltd. I am not fully conversant with the rate relating to double income-
tax relief, but I understand that the calculation has to be based on the 
average rat,p 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 
Bnd the U. K.·exchequer or not or exclusively borne by the Indian excheQU-
er, I am not definite about it, but supposing it has to be divided; the 
approximate tax in. India is 1/6 and the assessee is entitled to relief of 1 1~ 

whether the British exchequer will also give some part of the refund or not 
is a matter fOt' the Honourable Member to inform the House when he gets 
up for reply. Moreover, in the case of individuals and other association6 
of individuals, the matter of computation fOt' the purpose of calculating 
income-tax is more complicated and as the method of computation in the 
Unit,ed Kingdom ill very difterent 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 olause 4A is considered to be necessary for 
t.he Indian excheql1er and if at all it is to be maintained intact, cerfJainly 
lihe distinction between domicile and non-domicile should not be allowed 
to exillt Bnd the basis of liabilities should be only reeidenoe, as in the 
United K\p.gdom, and l,he definition of residenee should be ~  ret!lidenoo 
Bnd nothing else,-II. little widened perhaps so as to bring in all the world 
.in!30me of all the people residing in this·countryin order to give the Indian 

• 



81'78 LBOIBLATIVB ABBBlflLY. [28BD Nov. 1988. 

[MT. Muhammad Nauman.] 
exchequer sufficient funda 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 ~  one h88 to be taxed to give influx of money ~ 
the Indian exchequer. I 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 BS it is ther(\. 

"I'b.e Bonoarable Sir lam. Orin: You are prepared to accept the 
United Kingdom Act in this matter of foreign income ,absolutely as it 
stands? Is that the suggestion? . 

1Ir. Muhammad lIaumu: Yes, the whole thing-my submission would 
be "drink deep or tBSte not the Pyrene spring"-that we should have the 
whole ~ or nothing of it. With 0.11 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, Sir, I do not wish to take any more time of the House. 11 ha.v.e 

tried to point out to the House that it ia highly necessa!')' that the ~
ourable the Finance Member and Mr. Chambers should reconsidertbe 
whole scheme of taxation in the light of the facts which we have placed 
before them and see what improvements oould be effected in the Bill in 
the interests of the finances of this country o.nd also of the people of 
this country. . After having ssid this, I muat confess to a feeling of appre-
ciation of relief about the improvements that are proposed in the BiU. I 
must thank the Finance Member fo!' having found the necessity of allow-
ing a8se8sees to carry forward their losses to the next year and allowance 
will be ~ in the profits for such l08sel if aoy. That is a much needed 
improvement which will probably be accepted 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 thOle 
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 8ttltUB 
quo .. The majority of the assessees have incomes between Rs. R,OOO Rnd 
Re. 2,000 and, therefore, this improvement will be very much appreciated. 
Then again 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 I cannot understand. Mv submission 
is. I\S Mr. Town Buggested yesterday, the appointment of ··this tribllllo.l 
should be made forthwith almost simultaneously with the bringing of this 
Bill into eRect. 
Now, Sir, I 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 88 we will give on the difter-
ent clauses and make the Bill more acceptable to all sides of the House. 
I am particularly ~  on some sort of guidance being given to income-tax 
officers to avoid harassment which honest aS8esaees Bre normally COll-

fronted with even under the present Act. With these Buggestions, I take 
my &eat. 



TIIB INDIAN INOOIIB-TAX (kJflllrDJIENT) BILL. 

lIr. I. P. Ohamberl: Sir, I think, it is desirable at this stage that I 
ilhould give .ifew explanations .OD Bome points of difficulty that have arisen 
d.uring the discussion. I cannot promise to deal with every difficulty that 
has arisen, because I am ~  I might occupy too much time of the 
House, but my object is to deal mainly with those diffioulties which are" if 
I may say so, 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 beoause so many of 
the clauses are inter-related. As I shall explain later on, I think failure to 
~  the relation between one cla.use and another has led several speakers 
into d.ifticulties. 

What I 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 ODe, and I want to refer to it 
because some misunderstanding seems to have arisen on the subject of t,he 
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 Comm\ttee 
Report of 1986. I fancy that Honourable Members who have suggested the 
adoption of the United ~  or the Codification Committee's definition 
took that not out of t,he 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 the:v have submitted are exnmined, it will 
he seen that the amendments tabled on this matter get t,o Ii result which is 
entirely different from the 'result which the Codification Committee intend-
ed. On that point]' should just like toO read what was said in the Inquiry 
Committee Report. It. says this: 

"In view of OUf SUllllwst,E!d basis of R88e8Sment for forE!ign income and of our 
bUII'Jlt!IIt,ion that the whole profits of a hUlinpsR carried on hy a company should be 
alll8fllllhle when t.he company iR controlled in British Indin" claullf' 7 of t,hl'! Codification 
Cemmittee'a  Report is too wide," 

Now I will explain why it is too wide. 1 must confesil the Report was 
father 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 Dot 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 thev 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 
t.he United Kingdom was to be assessed on the full amount arising in the 
United Kingdom, and that part which a!"Ose abroad was to be assessed only 
npon the amount which was remitted to the United Kingdom. The relevant 
classes of income are classed D. I will just read the particular section: 

"Income of clu8 D, i. income from anv trade",-l omit tAt iT,.dt"ll?It wm'a8,-
• 'In the cue of a bnainess which is carried on partly in the United Kinscdon: and 
part.ly ellewhere that part. of t,be "usinHA ~ ,carriE!d on in the United KingdOlll 
shall be treated' a8 carried on in the United KinRdom.·' 

B 2 
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Now, the rest of the income boom a trade whioh is oarri.ed on panlr 

in the United Kingdom and partly abroad where a company is not controllo 
led in the United. Kingdom is put in class O. Income from olaas 0 is t6 
be MBessed only upon the amounts brought into tbe U nited ~ 
Well now, it was on that basis that they proposed this definition which, in 
etlect, would regard as resident in the United Kingdom any company which 
was controlled there, or if it maintained in the United Kingdom an es1;&'" 
liah.d place of busineas. Well now, if we apply the definition of 'companj' 
without having the SaIne basis of aBBessment, the position would be that 
every company with an established place of business in British India woul. 
be liable to assessment on the whole of their profits throughout the world 
whether those profits were brought into British India or not. Now that, ~ 
8ubmit, Sir, is quite an absurd result. 

AD ~ . Kember: Why? 

:Mr. S. P', Ohamben: May I explain. Take a large Bank, the ~ 

City Bank of New York have probably a few offices in India, in ~ 

and Calcutta, Bnd carry on a small part of their total world business ~~ 

probably less than one per cent. Under the BjU and Witll this ~ 
that Bank would be asked to pay Indian income-tax on the whole of ~ 

profits, including all the profits made in the United States, in ~ \ 

B,ritain and elsewhere. That, I submit. is an absurd result if tbey ~ , 
C?llly one small office in Bombay an.d are carrying on a small busines8 ip. 
:British India. 

AD JloDoar&ble Kimber: The words are "substantial part". 

:Mr, S. p, OhamberB: "Substantial part" 1 take to mean a part which 
is sU,fficiently ls!'ge to attract income-tax. Substantial does not mean most 
of their business; it means something of sufficient substance to take notice 
of. If, of course, on the p~  of that section Honourat)le 'Mem-
bers place a somewhat different construction from that which evidently the 
Codification Committee of 1986 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 as proposed in the Bill would be ~ 

absurd. 

Sir Oowujl leJaaqlr (Bombay City: Non-Muhammadan Urban): Mal 
I ask what he would suggest-to put in a percentage instead of the worc,i 

~  That wQwd l'emedy the defect he pointed out. Pnttins 
in 25 Ot' 80 or 40 per cent. instead of "substantial" would romedy the 
def80t. 

:Mr. S. p, Ohamben: I WBS giving an explunation on the proposul made. 
It is quite impossible for me to give an explanation on 8 proposal whioh 
~  not yet been made. r mean all kinds of definitions can be put fonvard. 
What my submission is that the one in the Bill as amended bv the Beld 
Committee is .the most suitable and the most satisfactory one. That it 
a:1 I wanted to SAy about subjects relating to the ta.xation of foreign income. 
I now turn to one or two other smaller matters. One is the definition 

of 'dividend'. I think the Honourable Mr. Aikman raised some obje"tlOil 
to the definition and suggested that perhaps, Inadvertently, it caught some 



oases of the issue of debentures or bonus preferenee 6h8re8 which were nt.t 
~ .  I>e oaught. 1 think the lIuggestion is that K8 worded it would 

.~~ :f)atieS of bonWl p ~ share. whieh are redeemable when these 

.~  have been issued for cash. Well, I think on that point there is D,O 
difteren,oe of I)pinif)n on the int4'lntion. Nobooy 00 this !lidA of the ~ 

~  :to tax 01' treat, as income shares or debentures issued for cash, and 
i!.. the definition needs any clarification on thRt point it can be considered. 
But I. per.onally. feel that it is already sufficiently clear. That We can 
·discuss when we come toO it. 

Then on the question f)f salaries. the basis has been changed by the Bill 
from t,he amount of sa.Iary paid in t,he previous year to the amount of salary 
Il"yable in the previolls year, and the reaaon 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 avoiding 
tax, this is not an imaginary 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 
falling to draw pay i.n the year in which it was due. So this is not an 
llllil8demic question; it i. a very nece888ol'y provision. It is suggeshld, 
hoWever, that there are cues of hardship. that salaries may be payable and 
never ultimately paid. That is certainly true and in the Select Committee 
ah undertaking was given that executive instructionsw6uld be issued to see 
tflf.t in those Mset! the hardship was avoided. IUld the method suggested ~ 

to hold over the tax until the salary was in fact paid or the company 
paying the salary wall in a position to pay it... To go further than that would 
be to open this door to evasion afresh. 'rhat is It matter whieh can be dealt 
with ·by executive action, and I might ~p  that in the United Kingdom 
the basis is the basis proposed in the Bill and there iii no prOWdon in the 
United Kingdom Act for ~ ,  of harnship, for they are flll dealt with in 
t·his ma.nner. 

No,,', I turn to the subject of deprAcia.tion. I must <loy, Sir, I was rather 
a.hlused at, the number of Honourahle Members who suggested that the 
Feserit bamll works verv well. I a.,",ee with them that it works very well 
'1tit the 88SeS8p.e. First 'of nil the system has been difficult to work for the 
Income-tax Officer. His records in . only too mlllly cases have become so 
'GQmplicated that in CBoSeS which J have myself seen he has given more than 
100 percent. of the cost as depre(:illotiotl. which of c()urr.e is cqlllpletely wrong. 
"ObTiousiy, it is not the law, but it. is a difficult law to work "'hen the Hsets 
are 80 oomplex a.nd there are Il\rge additions each ~ . The new basis 
suggested is the a:lowanoe on t.be basis of t,he written-down value of the 
Mset, after deducting the prAvious years' flllowance8 nnd is very much 
_pIer to work. I hope Honourable MemberR will not want me to eri>lain 
Gaotly how it is simpler to work, but if \ ~  particular MemberwouldUke 
.. expla.nation I would be pleased to give it to him in the lobby. But I 
wpuld ~  them to take my nI'Iimro.nce that it is definit-ely ver.," much eaBier 
to work and it will also work very mueh 'better for the Depe.1'tment because 
we ,hall not have theBe mistakes made and, secondly, the rates at prescnt 
in force . ~ in some insta.nces too high; they are very much higher than the 
cor.responding 1 ~ in t.he United Kingdomftnd in some CRses Illpll'18t. ab-
aurdly high. . 
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Then one Honourable Member. I think, if; was ~ . Town. asked to haw 
an ASsurance as to the manner in whioh the new rates, to be fixed under 
the new basis, would be oomputed. Well, I can give him this asBuranoo,. 
that the rates will be fixed as I have already expilioined in con8ultation with 
the interested parties. t.hat is the persons who have to pay, and also that 
thA intAntlion is tlhf\t for eaoh class of asset the rate wfll be such a rate 
as wiil reduce the value of the asset. to its scrap value at the end of its lift". 
Now by its life I do not mean the ~ SR ~  btl computed from the 
existing rates. I mean its real life. 

Sir Oowlljl .Jehanp: Who is to decidE' that? 

Kr. S. P. Obamben: 'fllat real lile will have to 00\ decided when th" 
rates ure being fixed. 'l'he rates will not be fixed by eauh. individual Income-
tax Officer; the rates will be fixed by the Central Board of Revenue under 
t,hE' powers in the Act and will be applied uniformly to all persons with. 
888ets of t4e same o1ass. 

1Ir. K. SaIltbuam (Twljore cum Trichinopoly: Non-Muhammad&il 

" P.II. 
Rural): May I know what is the basi. of the sen,p value? For 
the writing down yOu must have some baBis. 

1Ir. S. P. OIIamben: By scrap value I mean the value at whioh tlw 
asset oan be sold or is expeoted to be saleable at the end of its life. , .As to 
how that should be computed, quite olearly the basis must be IIOmewhat 
arbitrar .... , but the sort of thing I have ill 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 whioh it 
is intended to adopt. . 

1Ir. K. 8&DtbaDam: Will :yoU give an illustration 1· 

1Ir. S. P. Ohamben: If the rate is 20 per oont. of the oost of the useta 
and the asset is worth Rs. 10,000 when it is bought, then the r"te will be 
suoh 3S to reduce it to Re. 2.04:)(.1 at the end of its life. I should like the 
Honourable Member just to think that out nnd ask me for I}ny further 
explanation later on. 

I cOme now to another point. which was rllised b'y Mr. Town. He was 
objeoting to ~ amount of work involved in get·ting infonn8tion. In parti-
cular he was referring to section 20A which required information about 
the interest wh6l'e the amount paid in anyone year to fOny one person ex-
oeeded Rs. 200. My only comment there is that I think he and his col· 
leagues are really very well off 1108 compared with their oolleagues in the Uni-
t.edKingdom. where not only do they have to give information but where tax 
has to be deducted atl source from all sums of annual interest paid, however 
large or however smaJI, and paid over to the Inland Revenue-there i. muoh 
more work in'V'Olved in that· than hy just giving a list of payments over t\ 
certain amount. I suggE'St that the amount of work involved is not very 
OODsid.erable and is nob eXcef&sive having regard to the importance of the 
information. . If the information eRn be obtained from the payer 8S well 
&8 from the recipient, quite clearly we are much more likely to ~ correc\ 
asaessments and for this the amount of work ill not excessive. 
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I oome now to a more important matter-the 'Provision for what hEIS 
been called compulsory returns, and the corresponcling provisions for 
penaltiell. Perhaps, I had hetter explain how thiR 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 t.he manne1' in which these sections appear 
to be aimed at the honest and dishonest a:ike, but in practi('e these seci;ions 
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 
lmder-asBessed for ten years or fifteen years, whioh ~  not an tlcademic 
matter-there must be hundreds of persons or 'PerhAps tbousands, who are 
so under-a88essed-and then it is discovered bv the Income-Tax Officer, 
then under the law as it stands at present, the Inr-ome-Tax Officer can only 
go back one yeul' and ll'Bsess the income of the present year and the past year 
&nd im}>OBe u penalty equal to the aggregate tax: he cannot go back and 
touch all those past years where there has beert under-asse88ment. No\\" 
he can only impose 0. penalty equal to the tax which has been lasti. That 
means that this dishonest person haa. gained: he has found his dishonesty 
pay. Under the Bill, 8S it is now drafted, if a definitely dishonest person iA 
discovered, the income-tax officer can go back eight .yea.rs and can impose 
penalties of twice that aInount-1'athe1' that is the maximum amount of 
penalty that he can impose. Those p ~  nre such that in future it will 
Dot pay tl man in general to make false returns. In the past, on the ave-
1'age people who have made false ret1Jrns have saved a. lot of taxes over a 
·period of years. In future, if this section becomes IIlW, the assessee who 
bas made il fnlse return will be compelled t.() pay not. only the tax for the 
present yea1' Ilnd the immediately J'receding year, but for eigbt years back 
with 1\ penalty for having made wrong 1'eturns. What I suggest then is that 
if t.he income-tax officer CBn in t;hi!" manner  catch the dishonest person and 
go back. there is a direct incentive not to make false returns, whereaa at 
present there is a direct incentive t.o make false ret1Jrns. That is not all. 
If the income-tux officer has theRe powers, he is not likely t() harass the 
honest Rssessee. If he is feeling in any partioular case t.hat there mav be 
under-a.ssessment he may not give the Ilssessee the benefit of t·he doubt.' If, 
on the other hand, he knows that if he under-assesses this yeRr and tor 
three or four yeartilllDd then ultimatel;y discovers that there has been fraud 
or that there hns been considerable under-assessment and can go book, he 
oan deal more liberally with honest ussessees. In this way, although it may 
1I0und rather pnradoxical, I Imggest that these heRvie!' penaltieA and this 
right of going back several years hits only dishonest petsoM Rnd is definite-
ly a dause whi('h favours honest 9,SBessees. 

Then I come to olause 42 whic·h deals with tilt! ~  of entry into 8 
person's premises. I am Hware that there hRS becn considernble objection 
to this power; but as amended in Select Committee I would suggest that 
the olause is now not ha.rsh and is not likely to be worked unfaidy. The 
gazetted and non-ga.zetted officers-the income-t.nx officers and inspect,ors--
may go only to visit the premises and may not enbel' unless there is speoifio 
,power given bv the Commissioner in a.ny individual case and the Commis-
sioner cannot, . under the clBu&e as re-dr.lfted, give that power to an inapec-
tor-a non-gazetted officer-but oan onl,v give it to a gazetted offioer. Now 
An income-tax offioer is a fairly senior responsible officer: he is B gazetted 
office1' of the Government of India and if he is the only person who ;8 entitled 



LlIGIBLATIVB " ..... Y. ~  Nov. 1988. 

[Mr. S. P. Chambers;] 
to e%eroise this power and can only exercise it when the Commissioner'\vhb 
is' the official in charge of 8 whole provinc...*e Hi vel him speeific sano\i$l1, :1 
suggest that that is not likely to be abull'ed. 

Jrr. I.&1chIDd R'.va1r&l (Sind: Non-Muhamrnat19D Rural): Will he '8'> 
him,aelf or gil'e orders to a 8ubordiute? 

1lr. B. P. Ohamben: The inMme-t.fI,-,c nAir'p.,r m1111t ~  himflelf: be oaDuot 
dtder his subordinate to go. Tb"t is dt"flnitely in the RH1 a6 it baa nt* 
heen amended. 

I come now to another question, the question of trusts. I think that this 
IiUbjeot has not been complete:y appreciated because the relevant sp.ctiom 
are of neceBBity lJi>read over the Act in several places. But the law in the 
past has been that if income is transferred to trustees, (I 8U\ not now 
speaking of the income whioh is transferred to trustees in a revocable trust--
) am talking about the case where the assets are permanently transferred) 
the trustees were treated as an association of individuals and the ta% charg-
ed . was at the rate applicable to that whole income,  which may be fairly 
~ . Undt'r the sections as now re-drafted (the section in question is 41-
1'lause 44), the trustees can only be charged at the rate applicable to each 
heneficiary. so that-if I can give an example-if there is a ~ and the 
Income is Rs. 10,000 per annum, in the past the rate was the ~ appH-
'Cable to lUJ. 10,000. If there are six beneficiaries entitled' in equ,al sharea 
to that, income, no income-tax would be charged on that whatever because 
each beneficiary would have an income of less than Rs. 2,OOO-this is, of 
eourse, B8Suming t,hat they had no other income. In that way I think the 
change does give considerable relief to beneficiaries of trustees. Perhaps 
r . ought Blsoto mention the case, which has been mentioned rather fre-
quently during the discussions, of waJds. I understand that under the 
Islamic law a man  may transter assets irrevocably to tru!ltees and apply 
that. income for the benefit of human beings who may be humanity at 
large, or uny section of humanity, or individual human beings, Bnd that 
under the same law that purpose WL.I be regarded aw pious or ~  

purpose. Then it is argued, I think, tbat for that i'iM8on we should Dot 
Rttempt to tax the trustees in respect of the wold property. It is suggested 
that the property vests in God or in trustees for Him, and thllt it will be an 
:iml'iou;J RCt to u'obeS8 trustees in tha.t manner. It is also suggested, I think 
t,hat part of the income goes to charity, charity even as obher people would 
c'lll it. ul\cl should be exempt. I believe there n.re one or two Other argu-
ments, but I think these are the principal ones, from whicb it is suggested 
tlhat wakfs should be exempt. One other that I i!lhould mention is that if 
the income of R wakf deed is not applied in the mallller stated in the deed. 
that is regarded tul a lIin; {md that even the pnying of income-tax would' be 
applying the income in a way llot, I1pecitied in the deed and, therefore, it 
,vou:d be sinful. On that I would like to rc!fer the Honourable Members 
who  have raised the matter, to clause 44, lleetiOll ,n, under which the 
·t.rUstees are not· BMessable, sa such, in {;heir O\VJ1 !lames aud for Any trult 
'88 a whole. They are assesRllble only in the sense of an. agent for the ulti-
mate ·beneficiaries abd are liable to tax only to the exterit t,hat the bend-
~  can be taxed'. In effect, lI't' Are treating the trlllltt'C8 in the Bsme 
way &S we treat an employer. We 8sk them to pay the  tax on behalf of 



~~ beneficiaries. If anyone of those beneficiaries is esempt either because 
tt J8 t'8garded Wlder an· earlier section as a charity or because the income is 

~ ,Bs. 2,000, then no tax is chargeable. In respect of other persona, 
I tbmk I am right in saying that there is no suggestion that they should 
~ exempt. If an Honourable Member made a wakf deed and the income 
Went to aperBon with· an income of Re. 2 lakhs, there is no suggestion I 
understand that that shou:d be exempt. I suggest that, 88 we art' not 
.xing t.he wakf property, &8 such, but on behalf of beneficiaries, the law 
.. proposed in Uhe amended· Bill is not in any way inconsistent with the 
Islamic law. . 

Then, I come to a more difficult part of tlla Bill, clause 48 which deals 
with transfers to perSOils abroad, Rnd with r!ertain devices for dodging in· 
come·tax and super.tax, which is known in England as bond-wallhing. I 
just want to explain briefly that theat' devices again are not devicer.that. we 
have imagined and ha.ve imported from the United Kingdom ana pushed 
into the Indian law because we think that people mig-ht do thifl kind of 
thing. There are other devices which have not been adopted in India and 
hr· wbjch even in this Bill there is no provision. These devices have been 
eeen in practice in India and have been worked quite cxtensive:y. 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 transfers hill income 
toO .. private company of whioh, he is substantially the only shareholder and 
which is registered abroad. Having 14'ausferred it, this company being 
registered abroad, oa.nnot be caught on section 23-A which deals lVith non-
distribution of profits. The assessee, that is, the tmnsferor himself, does 
not receive the income or dividends from the company, but he receives loans. 
He is never asked to repay those loans because virtmally he is the company. 
So he receives in the form of ]oans precisely t;he same money which he 
would previously have received in the fonn of incomo 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 ~  and olause 44-D 
ball been devised to stop it. It is of necessitlS· complicated because we do 
not. whnt tc catch companies which are genuinely trading abroad. ..We 
on 1," ~ 1  to catch those companies which have been specifically Bet 
up with this intention. 

Then, we come to bond-washing sectioll 44-K 1 found. difficulty at 
another stage in trying to explain exactly how income-tux .and !:luper-tax 
wa.s avoided. But if you imagine the case of 1\ peTSOIl wlt.h un mcome 
hom securities-this bappens in companies as well as in individllA.Is-
income from securities of Us. 20 lakhs per annum, hl:' cnn arrange with 
a person who . ~ not liable to ~ , perhaps a p ~  ~  abroad 
if those securities arose abroad, or WIth a person not hable to Income-tax 
at all,-to sell those securities to him the day before the interest, is due; 
and the da.y after the interest is paid he buys the securities back. This 
person 01' company, instead of receiving the incoll'H, ill the form of interest 
on securities, receives in place of that, the difierellf"!e between the market 
price of the securities tlle day before the interest ~ Rnd the day after. 
That is to suy, it is received R"; 11 capital profit und lIot incollle, and as 
such, cannot be charged with super-tax.· That devioe is R(loptecl in 
markets where one company is IIBsessed in respect of profits on selling 
securities and another company is Dot. If B compmy is notasses98ble in 
napect of profits on the sale of seCurities, this capital profit-will 'lot be 



x..<ilSLA TIVJI A8BIDIBLY. [28BD Nov. 1988. 

[Mr .. S. P. Chambera.] 
chargeable.· On the other hand, the lOll made by the other company, the 
company that has bought the ~  and sold them just ~  the 
interest date, will be treated as a losl allowable for income-tax purposes. 
Having that loss which is allowable for incom&-tax purposes, it oan set it 
011 against interest income, whioh in law is its own income, and in tha' 
way the loss is allowed against the interest and the whole of the 
inoome-tax Of +he major pert of it depending upon' oircumstances. is 
completely repaid to the assessee. In that way the whole of the income-
tax which would otherwise be payable on this interest ou seourities is 
refunded. The loss in that way is not small; it is very large. The los8 in 
that way already amounts in India to se"'ernl lakhs per annum. Apart 
from that, there is 8. further device which is simpler, ~  and crudel', of 
a person who is liable to individual super-tax selling ~  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 deck only 
supper-tax payers, there is no question of getting any refund of income-
tax arisiilg. in the second case, but in the first case both income-t"x anlt 
super-tax are involved. 

I noW come to another matter which is hardly a simpler on8', insuranoe. 
I hope SODle Honourable Membel'll have read the schedule at the back of 
the Income-tax Bill and have undel'lltood the implication of all the claU1l88; 
Objection has been taken, and again by Mr. Town-I apologise for refening 
to him so oft-eu-to the alternative basis given to the department to 
assess either on the total interest and other external earnings less expen888 
of management·, or Ilpon the Hct.unrinl surplus whichever is the greater. 
Well, on that I would like to make" refert>nce to something which waa 
said by t.he Honourable the Leader of the Opposition thu.t the IH'c:>ent rule& 
are UU711 {'h·I's. I think he suggest,ed that t.he rules wtlre ~ vires 
becauiie tlurplus was not. IlI'ofits and, therefore, the niles ought lIever to 
have been issued and have been, in fact,. inoperative in law .. T would like 
to makt> a correction there. That is not so. Those rules are quito intrtr 
vires and R p ~ RII determined by act.uarial valuation in the absence 
of any statutory provision to the-contrary is income uSl'lestluhle to income· 
tax. My Iluthority for thnt ill that the United Kingdom law prior to· 
amendment wus practicnlly the I'IUIIW Uf' thnt in Indiu prior to the 
amendment of thest> ~ lUul it WIIS held in the HOllse of Lords, us long 
ago BS 188.'1, that the full surplus without any cledllC,.tion whatevel' for 
bonuseR to participating poliryhoMt>rl! is income which is UHHesliahle in the 
hands of i.he company. There is DO question then of those ruleR hnving 
been ultra. vireB. They were perfectly in order lind the income nssessed 
was in the past the full Rct.IIB.rin\ surplus without any deduction fot' bonuHcll. 
In tI-e United Kingdom that was put right-hy subsequent legislation in 
sect.ion 16 of the' ~ Act of 1928, but thl\t is imma.teril\\ toO our prCRent 
point. 

Theu, it is suggesOOd t-hat we are cha.nging over fl'Oni thf' lIetuarial 
surplus to the interest basis. That a.gain is not strictly true. We are 
ehanging over to an option and it might be argued that the rul1y true 
income of an insurance company is the-full interest which arises from 
ouu.ide enurces less expense but that is not so, I am afraid I, will have to 
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give ODe or two examples. If I take the p ~ type of insUraDe8 polioy. 
11 maD may pay Be. 10 per aDDum for aD insured sum of Re. 100 on death. 
That man may pay perhaps Re. 100 in premiums or he may pay only 
'Re. 60 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 
JnKtters ure worked 011 averages and let us assume for the sake of discussion. 
that Rs. 75 may he paid for a Rs. 100 dividend and I think actuaries will 
Dear me out when I say that roughly, 011 most of such policies, the-
amounts paid are less than sums repaicl on dellth. The principal reason 
why they are less iR t.hat. those premillmll earn interest once they are in· 
,'ested with the company. All they earn interest, the capital sums paid on 
matnritv include all element of income, which income we never t.ax. 
That ill· an important point to remember. They do inclnde 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-
(,ble for the shareholder!:!, I am talking of the sh8.1'eholders nlone and not 
t,he policy holders at the moment, is la.rger thun the interest because the' 
actual mortality experience is loss than that provided for in the policy. 
So thnt there is a definite surplus available for shareholders which is in 
excess of interest, whether one deducts expenseR 01' not. For that reason, 
it would be impossible to say that the only fail' and proper basis for assess-
ment of life insurance companies is interest less expenses. We mUi4t havll 
IIOme other basis. The other basis is cle8.1'ly the basis of actual valuation 
and in the past no deduction bas heen made in India for bonuses to 
participating policyholders and the official argument in the pa,t hilS been 
that as generally speaking the amounts paid to the policyholders exceed' 
the premium paid by the policyholders, then those bonuses hove been 
derived entirely from int.erest and earnings of the company. Well that is 
80 in most cases but there are other cases, and it has heen 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· 
tionuses; and there mav be cases, and I have no douht there are oases ill 
whieh thE' bonus includes some element of refund of the premiums paid 
in ",ddition to including the interest which has been earned on those 
premiums. For that reaRon, we have in the schedule as nppended to the 
Bill provided that the alternative basis shall not he the full actuarial 
surr,lur, nor the actuarial surplus with a deduction of all the bonuses. We 
have had to find some point in bet·ween that. We fixed quitc I1rbitraril, 
upon half the bonuA Bnd I think that is fair even if it Reems to Ruggest 
that a. ~ proportion of the bonuses comes out of premiums. 

Then, Mr. Town suggested tbat the proviso to rJ.lle 8(b) was objection-
able and I think that· in order to explain the purpose of that proviso r 
must go again into some rsther difficult ma.tter!:! of computa.tion. When 
an actuary makes 0. computo.tion of the surplus of II. life insurance com-
pany he has to consider first, the value of the life insurance compo.nies· 
Maets in ita life insurance fund and then bas 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 be mayor he may not, e.ccord-
i:ng 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-
lriderable. When he makes t.he valuation of the liability, ~  he bas to. 
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detetmine \\;1iat he thinks the life Of each policyholder will be. ahd ~ 
tha;t he uses. certain mortality t-ables. Then he "has to determine what 
proportion of t.he premiums which he is likely to get will be payable in 
-expenses and how much the expenses will amount to. Then he has ·tb 
take into acoollnt the fact t,hllt t.he funds of the company will be etLrlling 
interest all the time, so that he finally arrivel! at this liability by tak:in, 
for each policy the amount he expeocts to pay away, the amounts of 
. premiums nnd interest he expects to receive Qnd the umount of expenses 
be expects to pay. Well, now, in determining the rate of interest, be 
may be optimist.ic 01' pessimistic and I think every actuary will agree with 
me when I say that. one IlctUl;\ty may on a set of ~  detennine 
that ·there was no surpluR but 11 loss whereas another actU(l.l'y, more 
optimistic, may, in fact, determine quite a large sllrplus. Most of that; 
·difference depends upon the rate of interest which is adopted in .arriving 
"at the liability. I am informed that in India the rate of interest adoptec1 
i'l nonnaUv calculated in this manner. The value of the investments as 
·depreciated is firSt. ascertained. Then the actual yield as 1\ ratio of that 
vahle if., secondly ascertained, und then that rate or an average of that 
rate, with certain deduct-ionR which are dictated by prudence, is adopted 
for the valuation (If the liabilities. Now so long 1\8 that bash; is adopted, 
there is no hann 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 I know, for the' company to write off depreciation 
heavily but to take a rate of interest which is being calculated by reference 
-to the yield on the undepreciated securities. If that is done then the 1iabili. 
·ties are over·stated relativelv to the 8B8ets. and we get either a deficit, 
·.ben.there should be a surplus, or a much smaller ~  than is.in faqi; 
wal'ranted. Now the intention of this provi80 i8 to guo.rd. against such 
cases and all it does is to say that where the income·tax officer finds t,hat 
the liability has been stated on a basis which is. materially inconsistent 
1rith the basis on which the securities have been valued, then he woulcl 
llave the power to make such adiustment 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 eXRct will, I think, 
result in : ~ an actuar:\' too closely to C'.eri,a.in principles which he may ~ 

tor particular reasom; connected with hisC'.ompanv alone wish to adopt. 
~ that renson I think thE' proviso is as close nnd as accurate as we can 
nlRke it. 

Mr. Deput, PnildeDt (Mr. Akhil Chandra Datta): With the' consent of 
the Muslim League Party, it has been ananged that the HOllse will lit up 
to five today. I must express mv thanks to the Muslim League Party for 
this. ~ 

Mr. S. P. Ohamberl: There is one other matter which was referred to 
by Mr. Town which I can explain very briefty. It was suggested that. rule 
8 was unnecessary owing to the operat.ion of the Insurance Act of 19"e. 
Well, may I explain that in ~  respect, in the making up of accounts. for 
,co·mpa.nies which are controlled abroad, which have their head ~  
abroad, the Insurance Act does not become immediately operative and ~  
rute 8 is merely copied from the old rule and will becom$ for 811 pmotloal 
purposes inoperative when the OOtTespanding pro\'isiOllS of .the Itlsur'nce 
Act t.hemselves become operative. 
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Then, I come to another matter which has been railed by ae:ven.l mem-

bors and that is the question of .~  for wives and children. On the 
~  point I would like to. make' it quite olear to the House that in the 
United Kingdom, where an allowanoe is given for wives, the wife's income 
is aggregated· with the husband's income in all circumstances. In t.he 
Select 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· 
opt of the computation his wife's income. That is the first point. 

An Honourable Kember: Why then not for children? 

Mr. S. P. Ohamben: I will come to that. The next point sugge.ted· 
w8sthat even 80 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 80, I think that it would be an exeeptionally difficult matter. 
(Interruptions.) I think really it would be quite unworkable in India, apart 
froni the fact, that a man may have more than one wife and may have, as 
far 8S 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 80 decrease the revenue on existing ratea 
that the rates would have to be raised beyond all  recognition and the effeot 
ef making this very extensive change wouldbe that the husbands and wive •. 
and children would still have to pay the same amount of tax but they would 
p"y at a higher ra,te, with the deduction. for the wives and children, so that 
the net effect would be practically nothing. We would have, for that. result, 
1\ large amount of work to do. Then again it is suggested that this would 
give a very considerable relief to poor people. But I do feel that there is. 
I 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 
iu<!ome-tax statistics you will find that of these twenty crores there are 
only about three lakhB who are aBBessed to income-tax. Now those three 
lakhs are the wealthier persons in India. A person who has an income of 
lls. 2,000 a year in India in a village is not n poor man whom we wllont 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 oft in 
India if there al'e only ~ lakhs of people who are assessed to income-
tax .... 

IIr. S. Satyamurtl (Madras City: Non-Muhammadan Urban): Tha.t is a 
commentary on your rule in this eountry that men on Hs. 2,000 a year 
should be considered rich I 

Mr. S. P. Ohambel'l: If they were very much ~  centuries ago, I 
think then the comment would have been perfectly ~. 

~ S. SatyaDi.arU: They were, before you came here I 
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1Ir. I. P. OJaUlben: I suggest, therefore, that there is very little in 
~  argument; and moreover if you compare the exemption limit in the 
United Kingdom with the exemption limit in India, then, having regard to 
th6 fact that the United Kingdom is n. very oold oountry where people do 
_quire 'a lot of olothes and very heavy food and so on ., ... " 

AD Bcmourable Kember: And beer and whisky too. 

1Ir. B. P. Ohambe1'B: ..... you will agree, takiDg into aOcOunt also 
the relative standards of living and the standard of living is oertainly 
higher there, that the. exemption limit in India is high. 

Mr. Manu Bubedar: Sir, my task is rendered relatively easier when the 
situation with regard to the Bill has been explained lucidly in such great 
,.detail ~  my Leader and the more objeotionable portions of the Bill as 
the;v still remain have been pointed out by him and by various Members,-
particularly those relating to business have been pointed out by thebusineaa 
Members of this House. Sir, the more I read this Bill, the more I admire 
thtl Honourablt' the :Finance Member. I am assuming that the Bill is the 
-out.come of his thoughts and reflect,s his personality. When it Buited him, 
he followed the English law. When it did not suit him, he has declined to 
follow that. He quoted to us with p ~  the Macmillan Committee '. 
report and yet. much from the Codification Committee's draft bill which he 
'flOuld have adopted in this Bill has not been adopted by him. Then with 
regard to the Income-tax Committee coDstituted by him of his own sweet 
will and not according to the manner in which we wanted it, he has followed 
.. uch recommendations as he liked and ignored such recommendations as 
be disliked. With regard to the Privy Council and other judidal judgment. 
CD income-tax matters, he has accepted what has appealed to him and he 
ilaEo quite arbitrarily failed to pick out the other pointS-ODe of which Mr. 
"J'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, a 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, Sir, 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 points which the Honourable the Finance Member 
-eDllld have brought in here was about usufructory or posseBsory mortgages 
in agriculture which are purely money lending transootions wherever there 
ill a (lovenant for the return of the capital. But, Sir, he has dealt lightly 
with agricultural interests and has dealt rather heavily with business inte-
rests. I must, in justire to him, however, point out with regard to agricul-
tural incomes that, hitherto, under section 14 (2) (a), an asBessee 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 asseSBment wi11 be taken, and, under 
'section 18 (5) credit will be given to him. But the oredit will bEl' given t<l 
him only to the extent to which the income in the hands of the company 
hat' paid tax. Sir, in other words, the position will be this, that if the 
company bad any tax free source of inrome, such as agricult.llral incomes, 
tal. free securities or accumulated depreciation allowances, then this income 
which W8S exempt. which was by law exempt in the hands of the company. 
'Will now be taxable in the hands of the individual shareholder. The ef!ect 
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of ~~. ~  be that the shareholders of tea companies, unlel8 a specifio 
provwQn 18, made for them, and also of zamindari companies and other 

p ~ ,  source of income is agricultural, will be liable to pay tax, 
~  they were exempt before. And yet, the Burma income of the 
Chettiarl:!, which was agricultural income till 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 SQugllt to be provided for in the Bill. Sir, the heavy hand is laid, as I 
9hallshow presently, on business interests, whereas the agricultural and 
other interests equally important in the country, but perhaps politically 
rnore friendly to the Finance Member and the interest which he represents, 
have been let oft lightly. -I say that the heavy hand has been laid on the 
business interests particularly, for this reason that the Provincial Govern-
ment!! will, probably OIl account of their own needs, soon he compelled to 
levy what is known as the sale tax, that is to say, a form of tax on husinesa 
turnover, which will also have to be paid by the business community. Sir, 
it ill ne('es8/!-ry 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 paJing what-
ever is due from them from harassment as much as possible, 

Now, Sir, the thanks of the House are also due to the Select Committee 
for many things, but I wouhl specifically mention the modification of the 
penalty in section 28 for the non-filing of the return of inoome. I do not 
agree' at all with my friend, Mr. Town, that there are people who escape 
this mcome-tax and they are doing 80 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. It. S, Town (Nominated Non-Official): Because they were not liable 
under the Act. 

lIr. lhDu Subtd&r: Mr. Town does not know, as Mr. Nauman rightly 
llOinted out, ~ life of the people who have an inrome of Rs. 2,000, We 
know it, we have lived that life, and I will say this, that all the people who 
make !la. 2,000 should not he credited with the capacity, with the literacy 
or' with the conveniences to promptly pay up or to Rend in the necessury 
1'l'lturns or otherwise to declare their incomes. Sir, if called upon, even these 
men, Mr. Town will fugee, will declare their incomes rendily and without 
am form of pressure; in fact there are adequate pl:'nalties for wrongful 
declaration. Therefore, I welcome the relaxation of the penalty dause, 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 
various other obligations which fall on small and large assessees, will make 
it compulsory for almost every assessee to employ an adviser, I think the 
}'inance Member's name will go down t.o posterity by his manner and 
method of making the income-tax laws more onerous and for establishing 
tile profession of iD<lOme-tax consultants for ever who were hitJ?erto emp!oyed 
only. b;, the rich, . but who will henceforward be employe<J by practically 
.every assetJSee, except, of course, Government  servants. 
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,[Mr. Muu Subedar.] 
Sir, no one is ciiaputing the fact that Government &l'e entitled to taka 

l'Uch money as they need with lOme relation to the ability of the population 
tip bear. But the procedure for getting the money and the legal obligMi"" 
on the tax-payer I feel need not go to the extent to which it has gone. I 
dislik«! phrases like thil1-"Salary due to him whether paid or not"; ~ 

l"eC8ived 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 contt91 
of" as in 2ClA. I will read for the. entertainment of the House a aect.icm. 
which haa altogether too many "deems" in it. -
"When a com.paQy ia a shareholder deemed under 8l1lHect.ion iJ) to have reoeivecl 

a dividend. the amOUQt of t·be dividend thu. deemed to have beep paid to it Bha\. 
be deemed to be a part of their total ~.  . 

Why does not the ~  Member dee'", that he has already receiv. 
what is due from us and be done with it I 

Sir. many clauses of the Bill are prooeeding on the assumption th •• 
every tax-payer is a dodger and that his honesty is not worth a' penny'. 
purchase. Apart from the fact that IIny comparisons between Eng:and 
and India to the disadvantage of thjs country are entirely misplaced-at\ 
those of us who have lived several yeurs of our life in England can readily 
demonstrate and p-rove.-apart from t.hnt. I say that no allowanoe has been 
made by the Fin8nce Member for humllD feelings at all in framing the 
Bill. No alloWBnce is made ,for the limited capacity, for the limited ~  

and for the peculiar circumstances of most of the assessees in this COWltry. 
the fact that· legitimate social trust,s, legitimate occasions for settlement 
which arise in the life of the ~  of this country, the fact tha.t that; i, 
not recognized itself shows the amount of basic distrust nn which the Bill 
is framed. 

In spite of this. Sir, even if all the provisions here were accepted wit·h 
such modifications as we propose to urge in due eourse. T suhmit that 
aeveral important itE'ms wi:! still remain undecided. For one t.hing .. the 
depreciation rates still remain undecided. I lun not satisfied with what my 
Honourable friend. Mr. Chambers, said, th:\tj these rates will be decided ~ 
consultation with the trade eoncemed. Sir. I know some of these consulta-
tions. We have consultations with Government officials who come to us and 
tell us what they prapose to do. They bear what we have to say Rnd they gQ 
and do exactly what they intended and liked to do. This. Sir, mav be all 

~  in getting over a Chamber of Commerce. but· this is the Legislature 
and I warn my friends in the House not tD be content merely with thil;j 
assurance but either to secure an option of the old' method or to say that 
these rules will come tnrough this House for acceptance hefore they are 
adopted. 
Then. I want to know with regu.rd to the slab system the minimum 

rat·E'S which will be exempt. The Honourable the Finanoe Member i.D 
dealing with this point mentioned that it will be ntJarly Rs. 2,000. No ... 
1 Rm not quite clear why he said "nearly Rs. 2.000" inRtead of mf'ntionill(! 
a specific figure. My reading of the sInb rates and the scale. as dl'llfted 
in the Income-tax Committee's report, is that only the firs'!; Rs. 1.5M·will 
hI' entirel, frea of all tax. If that' is so I would likEl to know ~  the 
Minimum limit which is Rs. 2.000 at present should he lowered to bring in 
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people wit.h· a. ~  iUCOU16 than tb08e who were already free before. 1 
would like to have that made olear. l'hen it is quite rigbt that whatever 
fractionul escape there was under the step system should not take plal1tl, 
but, Sir, I do not know why this exemption of the first Rs. 1,600 of mOOIDtl 
should also go on in the oase of higher incomes. Then with regard to the 
slab. 8ystem another criticism of mint is that there was a epeoific promise 
at the hao.ds of the Finance Member's predeceslJOr with regard to the sur· 
oharges, tha.t those surcharges bad to be removed as and when the time 
arose.' But, unfortunately, no steps have 80 far been taken for such re-
moval. I find that the slab scale 1J1I ~  by the Income-Tax ~  

takes 110 notice of these surchlU'ges. From Sir Otto Neimeyer's report I 
am inferring that the officials feel inclined now to ignore 1Ihe 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 belore we proceed. clause by clause with the Bill in the reply which 
the Honourable tdle Finance Member will give 88 to where we stand in 
thia matter. 

Then, Si,r, there is the uncertainty rega.rding provisions for the rrribunai. 

The Honourable Sir James Grigg: 1 will cert.ainly put down the amend-
ment on that point as early as possible. I hope it is either on the paper 
or wi11 be very Rhortlly and l(\ngbefore YOll get to that clause anyhow. 

Xr; Manu Subedar: 'I'hllllk you; 1 Ulfl glad the pro"isioml with regum 
to the Tribunal are now going to be introduced. But I join my friend, 
Mr. Town, in saying that the IIpplicability of these provisions shoUld not be 
delayed and there is no reasonable ground for interposing a period of two 
years bet·ween the passing of the Act and the working of the Tribunal. 

'rhen, Sir, there is the question of corporation tax and surtax. I wUl 
road the definition of corporation ta.x as given in section 811. 
"Corporation ~  means any tax on so much of the income of the companies .. 

does not reprC'sent agricultural' income, being a tax to 'Which enactments l'equiriDg or 
authorising companies to make deductions in I'espect of . .~ . from payment. of 
intorel!t 01' 1 ~ 01' from ot·hel' payment·s representing II dIVISion of profits have 
no appliration." 

Sir, this corpurution tax definitiun was not found satasfactory 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 !Hlper-tax, Sir, ~ put down in section 55 of the 'Income·tax Act 
88 folloVo's: . 
"In addition to the income·tllx charged for any year there shall be charged, levied 

and {laid for that ye!,!'. in rellP.ect of the total ~  of the previons :~  of ... y 
indiVIdual Hindu U1ldlvlded famlly, company, unregilltered finn, etc., .11 additional duty 
of incomt\:tax in this Act referred to .1 luper·tax, ftt the rate or rateR laid do'Wll 
for that yea!' 'by Act of the Cent·ral Legislature." . 

Nowr Sir, the problem of ~p  is n problem which I am sure my 
friend the Honourable the I"inance Member, could have ~  if he had 
.consoiidated the super-tax rates with the ordinary income·tax. It woald 
have left us n very much simpler machinery. I W8Ilt flo make it quite 
olear that I am not pleading for any reduction of b\trden otI. the cl_ which 
has borne this super.tax. All I am saying is that you are h"ving two leviee 
ulider hto ~  nAmes but whieh lire ot'la in' fRet ~ -.hft'lh p~ .  

you 
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1Ir. Deput)' I'r8lldem (Mr. Akhil Chandra Dat.tr.): 1 think the Honour-
15 P. II. able Member will speak for some time more? 

111'. K&1lu Subedar: Yes. 

111'. Deputy PrtIidlDt (Mr. Akhil Chandra Datta): Before we disperae 
. I ought to mention that in view of the fact that there are so many other 
speakers who are wishing to speak on t.his Bill, it. is the desire of 'lOme 
sections of the House that the question hour may be dispensed with. May 
I take it that that is the general desire? 

~. : 
Jlonour&ble Memberll: Yes. 

Mr. Bhulabha11. Desai:. Yes, Sir, it is the desire, at all events,of all the 
friends whom I huve consultod that the question hour should be dispensed 
with; but I a:so' wish to say that the sacrifice is made in the interests of 
closing this debate on Saturday. 'fhe intentlon is not that we have got an 
hour and let us spend it otherwise J It ia on that llndel'Btanding definitely. 
So far as we are concerned, the present speaker will take another ten or 
fifteen minutes Ilnd we are putting up ouJy one speaker from our Purty and 
no more. I have equally come to an understanding with Dr. Sir Ziauddin 
Abmad that his Party will take 45 minutes in all-it maybe one or two 
-or three or five speakers, but 45 minutes in all wiJI 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 yOUl' 
eye for sOlDe time. Then Sir James Grigg will come at the end and we 
expect him to get up at half past four .  .  .  . 

Dr. Sir Ziaudclin Abmad (United P!OVinCeN Southern 
Muhammadan Rural): There is no Ramzlln on Saturday: 

Dj"iKiolls: . 

111'. Bllulabhal I. Delat: That js what I am saying. Sir James Grigg 
will rise at half past four and I trust you will sit R little longer than five, if 
necessary, to enable him to finish, if he has n few more pages of praise for 
me left. 

The JIoDOurable Sir lam .. Qrig: Sir, I am extremely gra.teful for this 
arrangement because it does ensure that the debate will ~  on Saturday. 
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. 

111'. Deputy PrtIlden' (Mr . .A.khilChandra Datta): So, the question 
hour will be dispensed with on Saturday and the arrangement that has been 
proposed by the Leader of the Opposition is, J take it, accepted by the 
House. 

·8oJaourabi. Memben: Yes. 

The AlJ88mbly then adjoumed tin Eleven of the Clock on Saturday, the 
26th November, 1988. .  . " 
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