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Shanmugam  Shri P,
Sharma, Shri Chiranji Lal
Sharma, Shri Kali Charan
Sharma, Shri Nand Kishore
Shiv Shankar, Shri P.
Shivendra Bahadur Singh, Shrl
Sidnal, Shri S. B.

Solanki, Shri Babu Lal
Sparrow, Shri R. S.
Stephen Shri C. M.
Suryawanshi, Shri Narsing
Tariq Anwar, Shri

NOES

Agarwal Shri Satish
Barman, Shri Palas

Basu, Shri Chitta

Bhim Singh  Shri
Dandavate, Prof, Madhu
Ghosh, Shri Niren

Goyal, Shri Krishna Kumar
Halder, Shri Krishna Chandra
Hannan Mol!lah Shri
Harikesh Bahadur, Shri
Kashyap, Shri Jaipa] Singh
Mandal, Shri Dhanik Lal
Manda], Shri Sanat Kumar

MR. DEPUTY-SPEAKER: Subject
to correction, the result* of the divi-
sion is: Ayes: 101; Noes: 25.

S T . eli— ] whdrv-. @
The motio"r?'was adopted.

MR. DEPUTY-SPEAKER. Now,
we take up clause by clause consi-
deration. There is no amendment to
c]auses 2 to 4, The question is:

=3 v a - E  at APy - ——— -

“That clauses 2 to 4 stand part
of the Bill.”

The motion was adopted.

Clauses 2 to 4 were added to the Bill,
The schedule was added to the Bill.
Clause 1, the Enacting Formula and
the Title were added to the Bill.

*The following Members also re-
corded their votes for Ayes: Shri
V. N. Gadgil, Shri M. V. chandra-
shekhara Murthy, Shri Digvijay Sinh,
Shri Mohammad Asrar Ahmad, Shri
Muldevji M. Odedra, Shri Hiralal R.
Parmar Shri Rameshwar Nikhra,
Shri V: dhi chander Jain and Shri
Subhas’t Chandra Yadav.
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Tayyab Hussain, Shri
Thorat, Shri Bhausaheb
Thungon, Shri P, K.
Varma, Shri Jai Ram
Veerbhadra Singh, Shrj
Venkataraman, Shri R.
Venkatasubbaiah, Shri P.
Verma, Shrimati Usha
Vyas, Shri Giridhari La]
Wagh, Dr, Pratap

Zainu] Basher, Shri

Mehta, Prof, Ajit Kumar
Mhalgi, Shri R. K,
Mukherjee, Shri Samar
Muzaffar Hussain, Shri Syed
Roy, shri A, K.

Roy Pradhan, Shri Amar
Saini, Shri Manohar La]
Shastri, Shri Ramavatar
Tirkey  Shri Piug

Trilok Chandra, Shri
Unnikrishnan, Shri K, P.
Varma, Shri Ravindra

SHRI R. VENKATARAMAN: I beg
to move:

“That the Bill be passed.”

MR. DEPUTY-SPEAKER: The
question is:
“That the Bill be passed.”
The motion was adopted.

17.32 hrs.
FINANCE (NO. 2) BILL, 1980

MR. DEPUTY-SPEAKER. Now,
we take up Finance (No. 2) Bi]] for
consideration apg passing. \LQ

THE MINISTER OF FINANCE
(SHRI R. VENKATARAM ¢
beg to move:* '

“That the Bill to give effect to
the financial proposalg of the Cent-
ra] Government for the financial

*Moved with the recommendation
of the President.
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year 1080-81 be taken into conside-
ration.”

The maip ‘features of the proposals
contained inf the Bill were outlined
by me in my Budget Speech. The
details of these proposalg have been
spelt out in the Explanatory Memo-
randum circulated tg the hon. Mem-
bers along with Budget papers. I do
not, therefore, propose to take the/
time of the House in going over the
entire ground again.

The Bil] hag been before the hon.
Members for nearly five weeks. Dur-
ing the General pebate on the Bud-
get, hon. Members have made several
suggestiong in regard to the/provisiong
contained in the Bill. I have also
received & large numbery of represen-
tations from members of the publie,
Chambers of Commerce, other trade
anq professional associations and
economists on the proposalg conphin-
ed in the Bill. I am grateful tQfthe
hon. Members anq to all others who
have studied the proposals carefully
and have made constructive sugges-
tions. I have given careful conside-
ration to these suggestions, anq in
deference to them I have decided to
modify some of my original /propo-
sales. With the indulgence of the
House, I shall now briefly explain the
principal changes that are proposed

to be made in the provisions of the
Bill.

As hon. Members are aware, the
Bill seeks to continue till 1985/ the
tax holiday in respect of new indus-
trial undertakings, approveq hoteis
and ships in a modified form.

In many of the representations rece-
ived by me, it has been urged that
the new tax holiday provisions would
restrict the tax concession) especially
in cases of industries with long gesta-
tion period. In my view the fiscal
system should not leag to a bias in
fayour of the use o capital-intensi
techniqueg in our industnal de@g
ment. I do not, therefore, propos¢/ t
go back on the decision to modify
the existing scheme of the tax holi-
day angd to relate the benefit to the
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profit made by the unit instead of

on the capital invested tvlger i I,
however, propose to liberalise w
tax holiday provision in two C

tions, Firstly, the period of tax holi-
day concession will be extended from
seven years to eight years in the casé
of assessees other thap co-operative
societies. The tax holiday period in
the caseA)f co-operative societies will,
however, be maintained at ten years
as provideq in the Bill Secondly,
under the Bill tax concession will be
denied to an industrial undertaking
merely on the ground that it has
been formed by transfer {q/a new
business of machinery or plant pre-
viously used. I now propose that
tax concession will not be denied if
the machinery or plant so transferred
doeg not exceed 20 per cent of / the
total value of the machinery or ﬁlant /
used in that business.

Under the Bill, additiona] depreci-
ation in an amount equal to 50 per
cent of the normga] depreciation will
be allowed, in the year of installation
in respect of new machinery or plant
installed for the purpose/of  busi-
ness or profession. In some caseg it
may happen that the machinery or
plant may be installed in one year
but may actually be put into use in
the next year, Since depreciation is
allowable only where machir ery o
plant is used for the purpos¢ of busi-
ness or profession during the  irevious
year under the provision as \)resent-
ly worded, additional depreciation
may not be admissible in such cases
either in the year of installation or
in the year ip/which it ig gctually
put to use. In order to obviate this
difficulty, I propose to provide that
additional depreciation will be admis-
sible in the year in which machinery
or plant ig install#d or if the machi-
nery or plant first put to use in
the immediately succeeding previous
Year, then in respect of that year.

The tax holiday provisions do not
apply in the case of transport under-
takings. Such undertakings will also
not be entitled to the additional ge-
preciation fllowance proposed to be
granted i respect of machinery or
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plant installed during the perjod from
1st JApril, 1980 to 31st March, 1985.
Transport undertakings (play an
important role in the economic/deve-
lopment of the country. Ip order to
provide gomg incentive to the trans-
port industry, I propose to increase
the rate of depreciation admission on
motor buses, motor lorries and motor
taxis useq in a business of running
them on/hire from 30 to 40 per cent
per annum, The Income-tax Rules
are being amended to give effect to
this decision,

) The Bill seeks to restrict the ex-
./ emption in respect of income from,
* livestock breeding or poultry or dairyy
farming to one-third of the aggregate
of the income derived from these
sources or Rs. 15,000, whichever is
less. In geveral representations rece-
ived from persons engaged in poultry
farming and liveslock breeding, it
has been urged thag/the proposed
fhange will operate harshly in seve-
ral cases. I thcrefore propose to
modify the provisiong in the Bill so
as to secure thay the profits and gains
‘deriveg from a businesg of livestock
breeding or poultry or dairy farmin

up to Rs. 15,000 will be exempt from
income-tax in all cases. Further,
where the aggregate amount of such
profits and gains exceed Rs. 15,000,
deduction will be admissible in res-
pect of one-fifth of/the aggregate
amount of such profits and gains
or Rs. 15,000, whichever is higher,
subject to the proviso that the
deduction in respect of profits
-~ and gains
'will in no case exceed Rs. 15000,
I think the modified provisions
will take care of the legiti-
mate interests of the vast majority
of poultrynfarmers as well ag live-
stock breeders and others, I have
received many representationg on the
amendment proposed to be made in
Sectio:ZEOJ of the Income Tax Act
with effect from the 1st April, TS72.
Under this section, tax holiday s
available in respect of new industrial
undertexings with reference to 7-1/2
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per cent of/the capital employed in
lhe case of companies and 8 per cent
in the case of other categories of
fax-payers. The capital employed
for this purpose is calculated in accor-
dance with the provisiong made in
the lncome-TaX¥ rules and/ excludes
borrowed capital. Some high Courts
have taken the view that the pro-
vision in the rule is ultra vires the
provision in Scction 80J and that bor-

xowed capital shoulg also be includ-

éd in capital base for the purpos%f
computing the tax holiday profits.
The Bill seeks to transfer the provi-
sions of the rule to Section 80J retro-
spectively from 1st April, 1972, In
several representations, it has been
urged that the proposed change
should/not be made retrospectively.
In my reply to the General Debate
on tne Budget, I had explained that
the Provisions 1n the Bill seeks mere-
ly 1o give effect to the manifest inten-
tion of Parliament. I have again given
anxious thoughiy/to this question and
1 am convinced that both on consi«
derationg of law and equity, there is
absolutely no case for modification
of the provisions in the Bill. Section
8UJ specifically provides that the capi-
tal employed will be computed/ for
the purpose of determining the
tax hohday |piofits in accord-
ance with the rules and the
Rules clcarly lay down that the Bor-
towed capital will be excluded from
the capital base for this purpose. Pax-
'hoiiday provisions have been oﬁhe
statute book in one form or the
other right from 1949. Up till 1968,
the basic of calculating the capital
employed in an industirial undertak-
ing was get out in the rules which
provxde?ﬁor exclusion of borrowed
capital for the purpose and thig posi-
tion was never doubted. Although in
1968 the Rules were amendeq to
provide for the inclusion of certain
specified long term borrowings in the
capital base. Statu#quo-ante , was
restored from 1st April, 1972, Ag I
have already stated in the House, the
thes, Finance Minister, Shri Y. B.
Chavan had in hig Budget gpeech for
the year 1971-72, unequivocally sta-
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ted that he proposed to exclude the

borrowed capital/from the capital
base for the pufpose of determining
the tax holiday profits. It is thus
obvious that the intention has always
been that borrowed capital should
not form part of the capital employe
for the purposes of determining
tax holiday profits. I am, therefore,
satisfied that no change in this regard
is called for.

The Finance Bill also seeks to in-
.sert a new seclion 80AA in the
Income-tax Acl with a view to clari-
fying/{that the deductiong admissibla
under varioug provisions of Part C
of Chapter VIA will be svailable with
reference to the net income from the
specified sources after allowing for
expenditure incurredq for earning such
income and not with referencg/ to the
gross amount of the income from the
qualifying gources. Thig provision is
being made in order to getover the
difficulty causeq by a recent decision
of the Supreme Court It has been
represented that the retrospective
operation of /this provision will cause
hardship in geveral cases. I have
carefully examined the matter. I
am satisfieq that the intention of
Parliament has always been to allow
the deductions only with reference t
the net amount of income and t
retrospective operation/of the new
section 80,AA would be fully justified.
However, the retrosbective operation
o¢ the provision may cause hardship
in cases of persons who hava deve-
loped gcientific skills anq technology
and helped in making our technology
popular in other countrieg as well as
in India. Some of +‘he other pro-
visions in Chapter VIA have no sig-
nificant revenue implications. Having
regard to these considerations, I pro-
pose to give retrospective effect to
this provision only in relation to
inter-corporate dividends eligible for
dedugtion under Section 80M. So
-fa, as other sources of income men-
tioned in Part C of Chapter VIA are
concerned, the relevant provision in
the Finance Bill will applv only pro-
spectively, that is, with effect "from
1-4-1981.
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The Bill geeks to revive interéste
tax in respect of intercst accruing or-
arising to scheduled banks after 30th
June, 1980. Interest receiveq il‘:xr;;l;
India industrial finance instifi¥icns,
namely, IDBI, ICICI, IFCI and IRCI
Js also proposeg to be brought with-
in the ambit of the Interest-tax Act.
It has been brought to my notice that
it may not always be possible for
the financial institutions and schedul-
ed bankg to pass on the incidence of
interest-tax in respect of term loans
granted by them before the Budget.
day. 1, therefore, propose to exempt
interest on term loans sanctioned by
financial institutiong and gscheduled'
banks helors 18th June, 1980 in cases
where the agreements under which:
such loans have been made provide for
the repayment thereof ddring a period
of not less thap three years. T also
propose to cxempt interest received
by scheduled banks on depositg im-
pounded hy the Reserve Bank of
India vnder section 42 of the Reserve
Bank oy India Act. With these modi-
fications, the interest-tax is expected *
to vi I only abont Rs. 80 crores in
1980-81 as against Rs. 10850 crores
for which I had taken credit earlier.

Other amendments proposed to be
mode in the provisions relating to
direc, taxecs are mainly intended to
correct som. drafting errorg Or to
bring out the intentions underlying
the provisions in the Bill more
clearly.

S, far ag indirect taxes are con-
cerned, my cffort this year has been
mild and modest. I have not, there-
fore, considered it necessary to make
any chandeq in the proposals relating
to indirect taxes ombodied i the
Finance Bill,

I rcquest the hon Members to lend
their support tp the Finance Bill
with th~ modifications now proposed.
Sir, T move.

MR. DEPUTY-SPEAKER: Motion

moved:

“That the Bill to give effect to
the financial proposals of the Cent-
ral Government for the financtil
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year 1980-81, be taken into consie
deration.”

Now, 15 hours have been allotted
for all the three stages of the Finance
(No. 2) Bill. If the House agrees,
wWe may have 10 hours for General
Discussion, 4 hours for Clause-by-
Clause consideration and 1 hour for
the Third Reading.

SHRI SATISH AGARWAL (Jai-
pur): Sir, normally 11 hours are al-
lotted for General Discussion, 3 hours
for Clause-by-Clause consideration
and 1 hour for Third Reading. Last
time also, it was like that. If there
is any special case this time, I have
no objection.

SHI R. V. VENKATARAMAN: I am
agreeable to any suggestion made by
the Opposition in the distribution of
15 hours, If they want 11 hours for
Genera] Discussion, they can have 11
hours for General Discussion. It is
entirely left to them.

MR. DEPUTY.SPEAKER: 1 think,
the House agrees to this: 11 hours
for General Discussion, 3 hours for
Clause-by-Clause consideration and 1
hour for Third Reading.

HON. MEMBER: Yes.

MR. DEPUTY-SPEAKER: I call
Prof. Ajit Kumar Mehta. Your party
has been allotteq 37 minutes and
there are five hon. members Irom
your party including yourself to
speak,

sito wforw gwTe Rgar (FnE-
qT) - IAeA TFIT; A9 W AT
HI-areqr viwifgr 7y usdfas
g 37 gfafarr €, g7 7a &
FTi®s 2 & nifex 9977 ¥y wo+
¥ AR F7 argr oea Y B0 T”
FIT I ATAX  F FOTER AW &
gifag feeya o1 wfafara Arcadis
AR qar g fag gar faw Aa
W a3 =g Agfea § wEiN awe
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¥ arafas g€ W €7 I & &N
w1 ¥atT fewar &) a1@@7 § 50
BT a2 ® q1Z %[ BAT 1417
FAT S ® ¥ .,

T® WAMAT §Q@ : 50 g
F3T By 7

Mo wfww AT Agm: ¥ ag
Fg TaT §, 5 MR AWz &1 fowd
2100 3aTe wqAT gfeaw @,
fead f=7 =19y T & o ea
T 2100 FUT TIIT 749 foar
TS FIT 665 FUE FTTGT @IE
FY AT W, 540 FIAIT ®IIT wo
THo THo ®I HE ¥ #YT 1470
FOT AT 519 § Wwq aoe  F
femar & | 7 ¥ mATaT Tasd #
250 FAT ®IAT -5 €9 WI HiE
¥ 8y mmar & 1 afwd zg owr” Y
HI9 q TEe-IT ¥ BT F$% 1417
FTT w97 F1 fe@mr & |

sfra, § F5AT Ngal § 19 T
g7 ¥ W B FIAA 1 KA AT
Y, sa®r feqr T TF wH-TT;
v grAOT AT @1 g sega faan
qr @ AT dm gy i
RN AW FIA F AT AFLL
12 forg FT0 ¥ &), 3§ &7 fown
fogr 30 WEA WY &1 AT
AT 7Y, AT #@IT A FY
T & FTT a9 IqE ¥ SR
gt 1 wat8 faar § | SRA 78
gata ar fxarn; afws g7 z€ T8
fe oz waws garag Y &) WIT TW
Iw ¥ @ifsd, 30 sl T Tiv"
MY ¥TT W A 9T MT IT 30
st 1 fagar W 3 41, |
®TH H, FFA 30 WEA F wrEA ¥
gy g AqT, T qg-=7EY|
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weger wf, af gawr Aaww § fw
37 30 Al ¥ v Arx wrer ok,
Ig FH F I §8 fEHar a7, T1@
FUgT Al 9T A @ a1 | W
F1 A gy "I9S QAT | TW aAG
Wt 37 f5 g7 QO werwHTT qTHIA
¥ qy o afwat @, Afea
WA @ AAA g g e SR
74-37q7 7' Ifaaz 7 fodft wagaq
o fagfa & s gt fear |

feqr @t Y @@ uw I
Wfe & #d wen § @ q
F awe & 3 ¢F Tav W@y faar
3'“’3&'%%3%3“15}
AT F QT faw 1 aafa SR
3™ W ATH HIIHAT FT a9 Fgl a’
ferg 19 awe & gt @ fed
Ak aer faa1z Hifqg f& aar a3
FIW ATRHT FT T9€ & HYAT IAVW-
afgal w17 a9-a3 qefafan) @t g4
vz ¥ wfys qLw ¥ara fFar
mar g 7

AL €qTA A BT JIT—HT-FT

® gz # @1 10 TIR TE ¥

12 AT ¥q4 B T 9% H{1™ =<
15 BT &Y 7 3| T@E AT &
afasga @w1 72 sfam@ ¥ qeEFy
62 wfgma T & «f § | gwfa
q?-{%lmﬂﬂhr 1 99 W
¥ aqT FT $g-ATE ¥ FT I 0F
8wz faw Wl S B waTe
wa Al 37 § faw wr ararn
WIAEAY 15 gATT 7 2, oy wifew
SREAT 1250 T § WX wER
ﬁmmﬁm grfg T@ar
¢ f el T % @ 1 9@
W ¥ I AT WE FT A ¥ 99

®f BEIT NI R Qar s @Y

fr faq Wit off B 7w & a1 IA
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wr qfTwmr & w{mmm
A Ay 1

%9 & watar g=re AT fonrwa
wqifg ITHT Fagw » STEN I &
ﬂatrf‘ﬂn I'I'IIT3| qaTA IAT
% f5 ga¥ wwar fivg w0 Y o
R, MW AEH W R SO
ofadi W2 gofiefan w1 ? g@ T
¥ WAL 300 FOF I AT HEH
¥ ¥y frafa W Sergn 3@ &
fag Seafagt &t 8z & W §
@ T@ WEIT 9T Bz a7 NNeAIgq
feat war & arfs fadel ¥ S
afgdt & IR Sfareet & weS
T a6 g &% | F qear § &
i wRfEEl ¥ 500 ¥TT WA A

FT M Sfaeagt & awa QX &

faq f&d wa ¥ Sy AT gEIR
gl & ATH qITHT FT W A qTAT
22 ¥ ow W B AW @
Q1A & agE B aTd W) &,
1 & 93 sEhNfa waTT B awad
ﬂﬂﬂ’g f& =™ & T T T
g @y § = wfaewaf g afga &
7e FgAl IEATE fR AW ¥ AN g
Bz s ¥ Sfgeaet FTAT TR ¥
Afpr o fawl ® qra mwat @ A
Sg g B sgm ¥ feag, ®

ot ¥ fag w1 s@TfE ST &
77 § g @ § NI E qwI
Bz a1 TRa WM& & arfw faw ¥
A% g Jerfed A sfaerat
% 33T &% | gW q@ FgAT AgAE
fir kel § et e Tzeafa g
gt W awar ¥ wigy §, ag T
AT g wiAms T ewwy ¥

W AR ¥ g 1 e € fw
2® SHT AT agfod it sfawaz
gpfega o & of §, 3 Sennefad
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[sve wfore ga dg 1)
g MIFrm o § fw
¢ TN ATH HIZAT FT T9E & WX
q® wrzdr &1 ga faw W g o

TF WIT 17 s W6 )
frsre srat # soww I & afw
&t 1 @ foady feew ad W@ wd
dY AT WY @9 ST § 5 oEW
FT W F  wageas oA @
qrt §q A B WA I@ TE.©
WYX orq g A1 Wl SWd 9§ T
g, & foed @1w & gwrA I
afw 9 a1 WY @y, @ aregd H
72 Tfw % T 35w fogt fw
g, 37 1 FEafas dTea foedr ad
W gAqT & TgT FA g T4ar g |

MR, DEPUTY-SPEAKER: You

have taken about twelve minutes so

far.

SHRI DHANIK LAL MANDAL
(Jhanjharpur): Let him speak, Sir.

SHRI SATISH AGARWAL; Let
him speak.

MR. DEPUTY-SPEAKER: I  am
only telling him for his guidance.
Five names are there from his Party.
I am telling him so that his Party
members may not mistake me,
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AR, 97 0 QI )
AR =\ 2| AEEA ¥ FAT
A AT Fataat A o § )
W N T QI TNV 50 ATH AYSA-
A 16 I F P FT QAT H
JAM FI [ S 1 %9 T & WA
FAR IJEA T AT WHAS A
e #3d § IR At S qW
AT TIX T RE WA H 340
FUAT W @ 10 § WK Fg T4
g ar Iar fear qar & f& 9 @
fafaas & fegada iR T gaT |
o T qF Ig FEN § fF §@ER
F qmE qEr FE W T oA
g foad f& ot IQrd F A-
TR 7Y FIAT T qF | @A
T ag g fF ag wfw Wt agfea
7Y & \ 7A@ sg & f& @ Fwm
¥ wwrd ¥ o gaEm & g
gwaar ag ¢ & ag ufw =fg-
FIf@l & Fq9 Tram FA@ T AR
WA T & & g9 g1 T |
a3 faq wawaw g f5 -
F ST FEATId F fao fAEAER
2 99 afigdT @ oo §ww
F AT F @R A WONRA
FT AT &, W g gaAwar &
g T &1 viafafgew |r @
S ot af g 1 3g fred, wew
gerF, gfom # @l orfaEt &
g M B @D AAfE A
g 3F< & fear r @ @
qqr agt gen faw & faow A
qW AQTST IIT @I § | AGA T
fr frew g7t ® faa T a@d
weaT fawwer adf 1§ 1 fafwy we
T fare feat g@ @37 ¥ a8 w&NwI
f foqr § | AR TZ W T
wrewgd T fF T gFI & FI9R
¥ I §137d A F wEATIT
# @ dar gur & wfw qw & o
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A T qA@ S¥ ofaw 9w F
faq Seam@Er gar wIRiew SO |

w ¥ # 69T 9 B I@ )
qar g | @ I Ffy same
§ | wmfaw sfy #1 fagw T@r o)

qgA WIAWNF § | AWt agt gAge
W F&dt § | ¥ waar g fw g



343 Finance (No.2)  JULY 24, 1980 Bill, 1980 344

[sio st FwR wEar] W ORI & §w & gow
fagr@ ¥ forw Feand aret &1 agi ST T § WK W@ s
faare fear o sfed, Sdewt wt fedw &< g 1
ATl H T qfed | T Al

: MR. DEPUTY-SPEAKER: The
B[ W wEEE a fe o & ﬂ"ﬂﬁ House standg adjourned till Eleven
w1 wfasmr wfgs fag s of the Clock.
fR qEi F1 a9 qF AE AL fHar o
m&ﬂ@b“r%ﬁﬁﬁﬁm 18.05 hrs.

fawg #t dfm 1 = g #§
The Lok Sabha then adjourned till

wiiew 7 FT o smr g Eleven of the Clock on Friday, July
@ M WY AUFT &@H qET q0fed | 25, 1980|Sravana 3, 1902 (Saka) .
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