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Third Five Year Plan

Shri S. M. Banerjee: What about

individuals?

Mr, Speaker: He only appealed to
the main political parties to treat it as
a national Plan, and he said that if
there was any credit, it would go to
them, and he would be prepared to
take discredit if any. Some hon.
Member said that he will take this dis-
credit also. Let him do so by all
means. The hon. Minister did not
appeal to government scrvants. He
never thought that they would become
political parties.

Shri S. M, Banerjee: I appcal to
you to look at it in an impartial way.
You are upholding the banner of
democracy here.

Mr. Speaker: 1 agree. 1 have been
allowing a number of opportunities to
hon. Members. Even day before
yesterday, this matter was raised.

Shri S. M. Banerjee: You have mis-
understood me.

Mr. Speaker: Government servants’
attending election meetings is a differ-
ent question. It is not in the Plan.

Shri S. M. Banerjee: 1 cannot say
amrything to government scervamts on
the Plan. (Interruptions).

Mr. Speaker: It is not part of the
Plan—the question of government
servants attending a public meeting
where they have to decide for whom
they have to give their votes. It is a
different matter.

Now, is it necessary for me to put
shri Ranga's amendment to vote?

Shri Ranga: Yes

Shri S. M. Banerjee: Let him with-
draw it; otherwise, we will defeat it

Mr. Speaker: Does he want a divi-
sion also on this?

Shri Ranga: Yes.
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Mr. Speaker: This is not the time
for division. Many hon, Members
have gone away for lunch. T will take
this up at 4-30 p.m. All parties and
groups may arrange for all their
Members to be present at the time
of voting.

13:52 hrs.

INCOME-TAX BILL—contd.

Mr, Speaker: The House will now
take up further consideration of the
following Motion moved by Shri
Morarji Desa; on the 18th August
1961, namely:—

“That the Bill to consolidate
and amend the law relating to
income-tax  and super-tax, as
reported by the Select Committee,
be taken into consideration.”

The time taken was 3 hours and
20 minutes out of the 7 hours allotted.
Therefore, 3 hours and 40 minutes
remain. Shri Naushir Bharucha, who
was.in possession of the House, may
continue his speech. A number of
hon. Members want to speak,

Shri Ram Krishan Gupta
(Mahendragarh): ] also want to
speak.

Mr. Speaker: I shall call upon those
hon. Members who had no opportunity
to speak during the debate on the
Plan. 1 will give call Shri Harish
Chandra Mathur and Shri Ram
Krishan,

Shri Harish Chandra Mathur
fPali): I am not interested in speak-
ing. I only got up to enquire.

Shri C. K. Bhattacharya (West
Dinajpur): An opportunity may be
given to this side also.

Mr. Speaker: Let hon. Members
rise in théir seats. 1 will call them
one after the other.
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Shri Naushir Bharucha (East
Khandesh): I had just begun my
speech on the last occasion. 1 said
that the Income-tax Bill was, on the
whole, acceptable, but I also said that
that did not mean that it was free
from deftcs. It is to these defects
that I shall invite the attention of the
House.

Before I do so, I should like to pay
a tribute to those draftsmen who
have drafted this measure which. is
highly complicated. If with all the
attempts to simplify this legislation,
it has not been practicable to do so, 1
believe it cannot be attributed to the
fault of the draftsmen; jt can only
be ascribed to the complexities of
life which have increased so much
that a measure of this type cannot
be too very simple.

The Bill. as it has emerged from
the Select Committee, contains cer-
tain notable departures from accepted
principles and it is to these that J
desire to invite the attention of the
House. Omne of the clauses, that is,
clause 10, on page 14, deals with
incomes which are not to be includ-
ed in computing total income. The
House will observe that universities
or other educationa] institutions have
their incomes excluded from the
computation of the total income.

13:55 hrs.
[MR. DEPUTY-SPEAKER in the Chair]

But it is strange that at the same
tme, under clause 11, even educa-
tional trusts would be taxed to the
extent that the unspent portion of
their income exceeds 25 per cent. 1
cannot understand the logic of it—
excluding universities and educa~
tional institutions from taxation on
the ground that Government want to
encourage education and in the same
breath, subjecting to tax a private
agency, having the same aim, which
deserves to be encouraged. That is
why I say that there are certain de-
partures from existing practice which
are not logical and, therefore, the
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attention of the House should be in-
vited to them.

Then take another example. Sub-
clause (23) of clause 10 exempts from
income-tax the incomes of associa-
tions for the encouragement of
cricket, hockey, tennis etc, on the
plea that a nation that plays and
indulges in physical exercise is
always healthy. But on the other
hand, when there are trusts which
provide for better housing for the
poor, which make for the same aim,
namely, a healthy nation, we keep on
taxing them. 1 ask, what is this
conflict of aims and objects so far as
Government are concerned. If in one
case it is accepted that education or
public health must be encouraged, I
see no justification for taxing other
sources which aim at the same purpose
just because they happen to be in the
private sector, so to say.

However, there is one notable
departure which [ welcome very
much. that js. the exemption of other
gratuities subject w a ceiling of
Rs. 24,000 or 15 months' salary,
whichever is less, Prior to this
amendment, therc was an irrational
distinction between government
employees and private employees. I
am very glad that this distinction has
been removed. But still 1 cannot
understand the logic of one thing.
Why should we restrict it to 16
months' salary? If a gencrous
employer wanis to give a gratuity
exceeding that amount—after all,
gratuity is a lifetime saving, it comes
once in the life time of a person—
why should that be subjected to tax?
I think there should be no ceiling
whatever in this connection.

The most controversial clauses, in
respect of which | desire to take
some time of the House, are clauses
11 to 13. They relate to income-tax
on incomes of trusts for charitable or
religious purposes. First, I propose to
analyse clause 11, because the full
import of it has noi yet been under-
stood, While some amendments have
been made by the Select Committee
I am of the opinion that the amend-
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ments are not altogether satisfactory.
Analysing clause 11, it will be found
that this clause charges the unspent
income of trusts in excess of 25 per
cent. The Select Committee has made
a change, “or rupees ten thousand,
whichever is higher”. In other words,
anything in excess of Rs. 10,000 or 25
per cent will be chargeable to income-
tax, if the amount is not spent. This is
the operative part of clause 11.

Then it provides for other types of
trusts, In the case of trusts, the income
of which is partly applicable or usable
for charitable or religious purposes,
which are created before the com-
mencement of the Act. the 25 per cent
rule would be applicable; if they are
created after the commencement of
of the Act, they are not entitled to
exemption.

Then it deels with those types of
trusts which promote international
welfare. If they are created after the
1st April 1952 then exemption to the
extent of the ircome applied for such
purposes in India is given; if they are
crcated before 1st April 1952, exemp-
tion is given to the extent to which
such funds are applied to such pur-
poses outside India.

14 hrs.

Before I explain my objections to
this clause, I shall briely mention
that certain exemptions have bcen
provid:d by the Select Committee
which would very much minimise the
mischief of the clause as it stood on-
ginally, The Committee have laid
down that if investments are made
in trustee securities and ¥ certain
amounts are earmarked for specific
purposes and that fact is indicated to
the Inncome-tax Department, the
incomes without being subjected o
income-tax would be permitted to bec
accumulated. Now. 1 examined what
would be the effect of this clause 11.
As 1 said before, trusts with long-
range Objectives will very consi-
derably suffer. For example, there
is the question of the housing of poor.
Even where you permit the income
t0 be accumulated for ten years—
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it it not very difficult to comply
with the conditions required for
accumulation for ten years, that
can be done—would it be possi-
ble to build out of that accumu-
lation another building for the poor
people? There are many trusts. They
have donated buildings, Out of rents
accumulated you keep on construct-
ing. That is a task which can be per-
formed after fifteen years or more. But
all these long-range objectives will
definitely suffer inspite of the relaxa-
tion made by the Select Committee.

Take another example. Sometimes
a donor donates land. He has got a
vacant plot of land. He says: 1 donate
this land; let the trustees raise the
amount and build a structure for the
poor. It will take years before you
can raise the necessary amount. In the
meantime, the income will start being
taxed, Often it happens I know of a
case, in which I am trustee, where
a polytechnic was to be constructed.
The matter became the subject of
litigation in a court and the result was
for five vears the case is pending in
the Surat Court: the case has not been
reached. The income of whatever
donations were there, they had per-
force to be accumulated. After the
Surat court gives its judgment, it may
go to the High Court and after the
High Court gives its judgment it may
perhaps go to the Supreme court,
which means another ten years will
lapse and till then the trust will have
to keep paying income-tax on that.
The result will be that the polytechnic
will never see the light of day.

Take another case. Let us assume
that A donates a sum of Rs, 10 lakhs
and he tells the trustees; you find the
land and also find money for construc-
tion of the building. His ten lakhs
will serve as the maintenance fund
He says you may keep the revenue
income of the Rs. 10 lakhs and cons-
truct the building. Ten lakhs of rupe-
es will give you a yield of Rs. 40,000
a year. Out of that Rs. 10,000 wiil be
exempted: the other Rs 30,000 will be
taxed. It is true you can save Rs. 30,000
also for a number of years. But after
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ten years income-tax will have to be
paid at a heavier rate, with the result
that incqge-tax at a higher scale will
be charged and practically half the
amount will be swallowed up in the
payment of the income-tax. In other
words, the nearer you reach the stage
of fulfilment of your long-range objec-
tive, the heavier income-tax you
have to pay. I, therefore, submit that
the ten year rule is really no solution,

Sir, I am not quite sure in my mind;
I have not studied the whole thing in
detail. Depreciations are set aside,
sinking funds are set aside, amounts
are set aside for maintenance, re-
newals, repairs, etc. but not spent.
Will they fall in the category of un-
spent amounts and therefore be liakle
to taxation? Depreciation, of necessity,
has to be accumulated over the service
life of an asset, which in the case of
a building may be eighty years. What
happens to all that? How can you
expect the trustees not to set aside
depreciation? If the service life of a
building is eighty years, you must set
aside depreciation at{ 1.2 per cent or
whatever it comes to over a period of
eighty years. Will that be counted as
income to be taxed? Very probably,
yes. It is not spent. What happens to
that after ten years? You start pay-
ing income-tax on that? 1 think that
the whole thing requires to be more
carefully looked into, I have moved
an amendment saying that instead of
10,000 make it 20,000 and instead of
ten years make it 12 years, 1 am not
sure that is going to improve things
very much. This amendment is with-
out abandoning my fundameital
objection to the principle in the hope
that it will minimise the mischief,
because any more drastic amendment
has no chance of being accepted by
this House.

The reason is: let the smaller trus-
tees not suffer. The effect of it will
be this. When clause 11 comes into
operation, it will impose a very heavy
burden and effectively prevent trus-
tees from going in for long-term
objectives. And what is more impor-
tant, it might infuse in the trustees
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a spirit of extravagence. Why not
spend, instead of letting the Govern-
ment tax? Therefore, expenditure will
go up. There will not be proper hus-
banding of the resources of the trusts.

What are the Government's reasuns
for doing this? Do they want more
revenue? Then, surely this is not a
source that they should tap. They
should not tax charity and generosity.
Or is it their apprehension that the
funds with the trustees will remain
locked up if the trustees are un-enter-
prising and they will not be put to
use. If that is so, the proper thing is
to take action under the Public Trusts
Act—not under this. Or is it that if
they do not alter this, then Govern-
ment revenue is being defrauded. If
they say that, it means that they pre-
sume every trust to be a fraud and
therefore from the start they impose
the tax. This is not correct. Gov-
ernment has to come with sounder
justification for the amendment of the
Act in this respect.

Sir, clause 12 refers to income-tax
from voluntary contributions. If I
receive voluntary contribution will
that be income? They say it won't
be income, because it is casual dona-
tion. But if one trust helps another
trust, it becomes income. Sir, I really
do not understand the logic of it. 1
stated that there are certain notable
departures from logical reasoning and
this is one of them. If donation by
A, who is an individual need not be
regarded as income why is donation
byu-mehichhcompoaedofA,
B, C, D E F G individuals, re-
garded as such? Have the Govern-
ment considered what will be the effect
of this? Cooperation between trusts
will become impossible. Often what
happens is that one trust has got a
land; another trust has got so much
unspent money; then the third trust
may donatc maintenance. The three
pool their resources together. There is
always ap effort to pool the resources
of various trusts on a voluntary basis.
That will be hindered. Therefore, I
think that this will stop the coopers-
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tive principle being practised by
trusts. Often smaller trusts are help-
ed by bigger ones. Hereafter they
will not be helped and trusts cannot
get together for furthering bigger ob-
jectives of charity which are outside
the scope of small or medium-sized
trusts. Government should give
stronger reasons for justifying this
type of legislation.

Coming to clause 13, this clause
deals with application of section 11 to
certain cases. In certain cases it is not
to be applied. It means that clause 11
is not to be applied in the case of cer-
tain trusts, which are provided for
private religious purposes. One can
understand that. Then trusts created
after this Act will come under this, if
they are communal, communal in the
sense that if they are for the express
bnefit of any particular religious com-
munity or caste. Originally as the
Act stood,—as it stands today—in sec-
tion 15(c) only ‘religious communi-
ties’ is the phrase which is used; to
that ‘caste’ is added and ‘race’ s
added. I can understand caste being
there. But I cannot understand what
is the idea of race. Does that mean
that a person cannot have charitable
trust for the Aryan race? Is he
afflicted with communalism if he pres-
cribes it for the Aryan race or the
Dravidian race? What is the idea or
purpose behind it? I am not in a posi-
tion to grasp it. What is more, it
does not give any concession to such
trusts which we know, in common par-
lance, are communal trusts. What is
the logic behind it? What does it mat-
ter if there is a private philanthropist
providing for the education of a par-
ticular community? What does it
matter so long as the Government is
not in a position to provide education
for everybody? How does that
damage your national sentiment? Is
it not a national point of view that

or a maximum number of
people should be educated and any-
thing that contributes to the national
purpose, in however indirect a way,
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should be encouraged How can that
be labelled communal? The one effect
that it will have is that the springs
of charity will dry up immediately. It
{s rather peculiar. Most of us here
may not like the idea and say: why
not the children of all communities
have the advantage? But often it
happens this way. In particular towns
where small charities are established,
usually particular communities reside.
Do the Government think that these
provisions cannot be evaded? They
can be evaded; it is not as if they can-
not be evaded. All that you are ask-
Ing the Trustees to do is to say in a
particular way and to act in a diffe-
rent way. All these things can be
done. They say that it is against
national integration. What is against
national integration? If the Govern-
ment cannot provide housing for the
poor, why should the Government say
that nobody of a particular communi-
ty shall be benefited by the charity of
a particu'ar individual or community.
To that extent the burden of the Gov-
ernment is lessened. I think that the
whole clauses, notwithstanding the
fact that religious communities are
put dowp here must be thoroughly
revised.

Coming back to this question
of religious communities and
religious trusts for religious communi-
ties. Let us take the instance of a
trust for the maintenance of a tem-
ple. When I establish a trust for the
maintenance of a temple it is bound
to be a religious trust. I cannot invite
all and sundry to come and take
advantage of it. You are taxing reli-
gion. Why should wnot private peo-
ple have this liberty so that those
who profess that particular faith
should have the freedom to worship
without being taxed for benefiting a
particular place of worship? I am
unable to understand how you can
make the religious charities cosmopo-
litan charities for the maintenance of
temples: by their very nature they are
not. There should have been provi-
sion excluding this type of charities.
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We are taking this fad of emotional
integration far too far. If any-
thing is going to be regarded as dis-
crimination against a community, it
ig where the economic benefit is given
to one community and whe.e it could
have equally been extended to others
but it is being deliberately denied to
them. One can understand it. When
a mann wants to provide maintenance
to a particular place of worship or
to a particular community should that
be regarded as communal? In that
case the logical conclusion is that all
existing mosques, churches and tem-
ples—whatever they  are--are all
communal; that is the conclusion, 1
think equity requires that it should be
revised.

Clause 13 says that such trusts will
not get the benefit. Then those trusts
where the donor has reserved to him-
self certain interest—that is to say, he
has not completely divested  himself
from the subject-matter of the trust
—are not exempted. This is a  very
common experience in Bombay  and
perhaps in othe:r places also. What
actually happens is this. When a
donor gives some amount or, say, a
building for residence of the poor
people. he says: there are forty flats
in thig building and out of them three
flats are rcserved for my poor  rela-
tives. Surely, I have got the 1ight to
say that much without being com-
munal. But under this clause—no, I
cannot do that. The income of the
whole building is liable to tax because
the donor has reserved some intercst
for himself or his relative as defined.
It is a very ticklish problem and some
exception should have been made. For
imstance, in Bombay the donors have
given some money for the establish-
ment of a medical college and they
have said: my trustees will have the
right to nominate one or two boys of
my community or my relatives for
admission to this particular college.
There again, some interest is reserved
for the donor, according to this clause,
so that the entire income of that col-
lege will become taxable. All these
things have not been taken into consi-
deration. It is most unfair to say that
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when the donor gives money for the
establishment of a college where 200
students can study and when he says
that five or six persons should be
nominated by my trustees, the whole
thing becomes subject to income-tax.

I now come to another important
question—the present clauses 32 and
34. It is I think a peculiar historical
development that under our existing
tax depreciation ig permitted on ships
or for buildings plants and machinery,
and furniture, and nothing else. 1
really do not understand why this
should be restricted—that is, depre-
ciation allowance—only to this type of
capital assets. I think there is some
force in Mr. Masani's arguments that
this should also be extended to mines,
quarries, copyrights and many other
capital asscets which have limited ser-
vice life. I really do not understand
what is the logic behind it. If you say
that the capital asset which gives you
income, namely house or factory, de-
preciates on a scale to be prescribed,
why not mines or quarries which are
also capital asscts giving you income
should not be depreciated. 1 think it
requires to be looked into. Provision
should be made not only for this but
on all the capital assets on the basis
of service life which can be very well
calculated,

Coming to the question of income
not chargeable when arising from
trusts which are irrevocable. The Bill
provides that if the trust ig irrevoca-
ble during the lifetime of the settlor.
it is free from income-tax. It is so
when some sort of a transfer has
taken place and if such transfer is
irrevocable during the transferee's
lifetime. It says that if a trust s
made before the 1st of April, 1961 and
if it is irrevocable for six years, then
only it will be exempt. Trusts made
after that day, even if they are irre-
vocable for six years, cannot be
exempt. What is the logic behind it?
There should not have been any
date line prescribed because, if a per-
son makes a trust irrevocable for six
years, it means he ig very serious
about that trust and if for some rea-
son or other it is made revocable after
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six years, certainly he will be liable
to pay tax. Where is the difficulty? A
donor before making a trust perma-
nently irrevocable desires to make it
irrevocable for a particular period to
see how it works and then he makes
certain changes and makes it perma-
nent. So, this thing ought not to have
been there.

I would again invite the attention
of the House to clause 88 (5) (3)
where a donor is exempt only if dona-
tion is given to an institution not ex-
pressly for the benefit of any parti-
cular caste, religion or community and
therefore, as 1 said, those arguments
which 1 advanced in the case of
clause 11 today apply with equal
force here also. It has been provided
that a donor cannot be exempted if
there is any provision for transfer or
application of fund for the benefit of
the donor. I gave the typical ins-
tance where the donor has retained a
negligible right. Some such exception
to cover these cases should have been
provided.

I will come to one more point before
I conclude and that is the question to
which Shri Masani and Shri Morarka
drew pointed attention. It is about
the liability of directors of a private
limited company to pay incomec-tax.
There can be arguments advanced
both for and against in this case. Sup-
posing there is a firm of seven people.
That firm of partners is liable to pay
income-tax and all the debts in the
event of a dissolution of the irm, Each
individual partner of the firm is liable
to pay the entire debts. What is after
all a company of seven people, if
instead of calling themselves a firm,
they convert themselves into a private
lmited company? Therefore, it can
be argued that just because they
change their cap and call themselves
a private limited company. they
thould not be given greater freedom
in escaping the payment of income-
tax. That is one way of arguing. Of
course, so far as new directors are
concerned, they cannot be liable, be-
cause it is obvious that it cannot be
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said that if income-tax remains to be
paid or remains unpaid, it is due to
the negligence of the new directors.

Shri Damani (Jalore): The rate
of tax for private companies is more
than that of an individual. That point
should also be taken into account by
the hon. Member,

Shri Naushir Bharucha: There are
arguments—both for and against.

Mr. Deputy-Speaker: The hon. Me-
mber should be brief now.

Shri Naushir Bharucha: 1 will
conclude in two or three minutes.
The argument was that this section
operates  retrospectively. Against
whom will it operate retrospectively.
It will be against those directors who
have mismanaged the affair and who
are responsible for not paying the due
income-tax. Therefore, it cannot be
said that retrospectiveness works such
an injustice. At the same time, my
hon. friend Shri M. R. Masani pointed
out that if today, the directorship
of a private limited company may be
made responsible for income-tax, why
should not the State Govermment say
that it should be made respons'ble
for sales-tax? Why should not some
one c¢!se come and say that he should
be made 1responsible for other dues
to Government? Why  should not
Government say that they should be
made liable of payment of various
taxes, and finally, why should not
someone else come and say that he
should be made liable for all otler
dues? What is sacrosanct chout
Government debt and what about the
debts due to poor people? Therefore,
this is the thin end of the wedgs I
am of the opinnon that public enter-
prises, or corporate enterprises,
which are based upon the aspect of
limited liability of directors and
shareholders, would be jeopardised;
and even private limited compani:s
are vast concerns. This principle
will prevent corporete enterpiisce
from operating in a large area. I have
tabled my  amendment limiting
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the mischief to three years. The idea
is that there should not be a per-
manent sword hanging over the
director. Just as the Government
expects that the director must be
honest, it must be equally diligent
to rccover the dues, and three years
is more than enough.

In conclusion, I wil] say that as a
whole this Bill is welcome. The
draftsmen have done a good job of
1. Though the Select Committec has
made certain provisions less stiff, the
Bill as it has emerged from the Select
Committee, will stil] dry up the
sources of charity aud prevent hous-
ing for the bodies to be constructed.
1 appeal to the Government to ex-
clude completely the  educational
trusts which are wholly and exclu-
sively devoted for the promotion of
education. I appcal to the Govern-
ment to do at leas! this thing. Many
defects have been removed, but I am
sure experience may point out still
further defects. On the whole, if 1
am asked to pass my judgment on the
Bill, barring these points to which 1
have referred, ! might say that  the
Bill is a welcome measure, and I hope
that on the whole it may se-ve the
purpose which the Government have
in view
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g 1 A fAm # gem famdde A
T AT & | AlFA T T w1 Oy
arar wtfgm = fE @1 grEn
777 997 AEY 2, AfeA W faurdie
¥ wxz wmEar ¢ oar & 96 |2
IR AT FA & faw dmw g o
THFT AT & qft A wrary wrf g7
v A€ ¢ 1 AfFA v W wreeT fasiw
o oA wifge )

ux fydy od 9T AN gz & g,
TEF A A & g wE wwgw §
A CE TgA T g fam &
e ot S, e wa @ ol @)
Tt wurt &1 3w fasay gur § o
fmdsraa N ewT g g
I W e dv W gedve f 6z
@ arg g ¥ A 70w ah & oW
% wft wrn § 1 Findr o 9T T dvw
s grrdve ¥ Wz ft firwlt wifgy

BHADRA 2, 1883 (SAKA) Bill 4638
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gg Y amiffad fe a7 a2 £y av
21 A% fEm mIe § qu fear o
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FA ¥ A wg 29 & fo Fuqdy ) wf-
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IAHT THRAGAAT § 7 fAwre &, DF Ad
2 o\ 5 aT & A A9 w1 A
7 g T fgay oo |

Shri Morarka (Jhunjhunu): So far
as clause 40(c) is concerned, it would
serve the purpose which the hon.
Member is enunciating actually. I
do not know why he wants its de-
Jetion.

Mr. Deputy-Speaker: He wants
the purpose to be served without a
clause.
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Iqudt 3} W AT W 9T AT AW
£ s ifae o fegy mar § 1 o el
A woT & 4w gy oYl &T w0 §
fr fra aTv A gfaw ¥ am a7 oW iw
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Shri Amjad Ali (Dhubri): Mr.
Deputy-Speaker, this Bill is being dis-
cussed after the Select Committee has
submitted its veport and the Select
Committee report is under discussion.
It is a welcome measure. One redeem-
ing feature of thig Bill is that it has
cut across party lines. It has not
been objected to by any party on any
occas.on on party lines. Whenever
a point came up for discussion, it was
agrced to by all the parties after
bring discussed. That is the redeem-
ing part of the whole thing.

Tt has also to be noticed that a lot
of flexibility in all stages was agreed
upon. The Finance Minister had, at
more stages than one, announced that
we are going to alter the prov sions
of the law till the last moment. That
of course has created some amount of
confusion as it has got its own ugly
features also. 1 shall give only one
example of it to illustrate it. The
Bill, when it was presented, started
with an Explanation to Clause 11.

Explanation—

“In this section “propecrty”
does not include business.”
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Ag a matter of fact, when the Select
Committee reported the same Expla-
nation emerged as under:

Explanation—

“For the purposes of this
section, “property” includes busi-
nes; undertaking.”

After the Select Committec has re-
ported and the Bill was coming
before the House, the Government
has ~ome with another Explanation.
That is in the form of sub-clause
(4) to clause 11, Here it says:

“For the purposes of this section
“property held under trust” in-
cludes a business undertaking so
held, and where a claim is made
that the income of any such un-
dertaking shall not be included in
the towal income of the persons
in receipt thereof, the Income-
tax Officer shall have power t0
determine the income of such un-
dertaking in accordance with the
provision of this Act relating tn
assessment;

“and where any income so de-
termined is in excess of the
income as shown in the account:
of the undertaking, such excess
shall be deemed to be applied to
purposes other than charitable or
religious purposes and according-
ly chargeable to tax within the
meaning of sub-section (8)”,

I have a fear that by the insertion
of this just at the fag end, which has
come as an afterthought, will give a
very large handle to the Income-tax
Officers to open and objective to
accounts which otherwise they would
not have. This particular sub-clause
(4) will give the Income-tax Officer
unnecessary powers to go into the
question of expenses bf the charitable
trusts. For the matter of that, ex-
penses are the concern of the chari-
table trusts themselves. Til] now, it
has not been done. Till now, the
mode of expenditure was not Jues-
tioned. Now, under this sub-clause,
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it will be open to the Income-tax
officers to go into the accounts of the
business undertaking of the charitable
trust and this will create complica-
tions. That is my fear. Even at this
stage, I appeal to the Minister to see
reason that the Explanation which
has been given on page 22 to sub-
clause (3) can be retained, that is,

Explanation—

“For the purposes of this
section, “property” includes busi-
ness undertaking.”

I want that this amendment which
has been proposed by the Govern-
ment to be dropped and be not push-
ed.

It was suggested in the Law Com-
mission’s report that the Jaw should
be made simpler or given a more
simplified form by a Simple tax-
Structure. As a matter of fact. the
Law Commission, in its report on page
2, para 9 says:

“We would like to say at the
outset that there can be no rcal
simplification of the Income-tax
law without a  simplification of
the tax structure. As this was
beyond the purview of our work.
our task of simplification has
been greatly hampered.”

They say:

“We have examined the Income-
tax Acts of other countries to
study the scheme of arrangement
of the sections and the manner
in which analogous provisions
have been drafted in those Acts.
We have derived considerable
help from them. We wish the
Indian Legislatu-e would simplify
the tax-Structure of this country
on the lines adopted by some otner
progressive countries.”

The Law Commission has also gone
into this question in detail and into
the statutes obtaining in other coun-
tries like Canada, Australia, etc.
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They had in their minds, when tley
were framing these proposalsg all the
recent tax statutes enacted in India
such as the Estate Duty Act, the
Wealth Tax Act, the Expenditure Tax
Act and the Gift Tax Act. They had
examined the statutes and they had
the provisiong of these statutes in
framing their proposals. I find, the
reference to the Law Commission on
this point was rather limited and
restricted. So, they could not g
into this question. As a matter of
fact, several persons who came to
give evidence before the Select Com-
mittee also had opined that a sim-
plification of the tax structure could
have been done and it could be done
both to the advantage of the Income-
tax department and the assessces.
The assssee should know where he
stands. Here, . have got in my hand
a notice given by a companv. and a
very eminent company in India, name-
ly the Tata Iron and Steel Co, Ltd.;
it is a notice issued to the preference
shareholders of the company. At
page 10 of the Annexure to the
Notice, they have stated:

“If the correct interpretation of
sub-clause (3) of section 3 of the
1960 Act is that the Company
should add 11 per cent to the sti-
pulated rate of dividend and de-
duct the Company’s tax from the
dividend payable on its preference
shares, the proposed modifications
entail a measure of sacrifice on
the part of the ordinary sghare-
holders as the additional amount
expended in payment of dividends
on the three classes of preferen-
ce shares, if the deduction of the
Company income-tax is not made,
will amount to approximately
Rs. 9'5 lakhs per year. This
amount will come out of the
general profits of the Company
and therefore out of the profits
belonging to the equity share-
holders. However, the change in
the system of taxation brought
about by the measures referred to
in psragraph 2 above resulted in
certain compensating benefits to
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the equity shareholders of the
Company . . . .”

Here, they say that in spite of the
fact that they have got efficient law-
yers and solic.tors, they have not
been able to gather the actual mean-
ing of the tax which they have got to
pay on this account. How uncertain
the position -s.

Next, 1 come to two other import-
ant clauses. I think these have been
referred to already by my hon. friend
Shri Naushir Bharucha and also
alluded to by my hon. friend Shri
M. R. Masani. The first important
clause to which I want to refer is
clause 88 (5) (iii), which reads thus:

“the institution or fund is not
expressed to be for the benefit of
any particular race, religious com-
munity or caste;”.

Then, again, if you turn backwards
to page 23, under clause 13(b) (i) you
will find the following wording:

“if the trust or institution is
created or established for the
benefit of any particular, race,

»

rel gious community or caste; or”.

This provision has been newly inser-
ted. I am afraid that there is one
danger here. Probably, this has been
inserted in the name of emotional in-
tegration, as they call 1t.

Under section 15-B of the present
Income-tax Act, one of the various
conditions laid down for claiming
exemption for donations to charitable
institutions is that the fund should
not be expressed to be for the bene-
fit of a ‘particular religious commu-
nity’. But, under clause 88(5) of
the Incomc-tax Bill now before us,
the words are sought to be replaced
by ‘particular race, religious commu-
nity or caste’. The addition of the
words ‘race’ and ‘caste’ ig bound to
create great difficulties and confusion
to the Income-tax Department as
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well as to the assessee claiming the
exemption.

As for the interpretation of these
words I have looked into the Oxford
Dictionary, and 1 find that the word
‘race’ is an ambiguous word, without
any definite or clear meaning. Accord-
ing to the Concise Oxford Dictionary,
it means:

“Tribe or nation regarded as of
common stock.”.

According to Encyclopaedia Britan-
nica, the whole humanity itself is a
race and this whole body may be
further subdivided on the basis of
limitless factors, e.y., cranial form,
colour groups, stature and nose form,
ha'r form, place of origin, religion,
profession ete. etec. In India, we have
various groups like Aryans, Dravi-
dians, Mongolians etc. etc, and in
their present state it is not possible
to say as to what group formed a par-
ticular race. The word ‘caste’ also
places us in another difficulty. Accord-
ing to the Conciie Oxford Dictio-
nary, it means:

“Indian  hereditary class, with
members socially equal, united in
religion and usually following
the same trade.”.

In Encylopaedia Britannica, it is ex-
plained that in the literature of social
sciences, no word was so m‘sused and
misinterpreted as the word ‘caste’. The
truth of the matter is that no socio-
log:cal entities have been discovered
in Hindu India which were sufficient-
ly alike in all their characteristics or
sufficiently uniform or homogeneous
in composition to justify being classed
together under the label ‘Caste’ used
as a noun.

So, rather than replace the word-
ings ‘any particular religious commu-
nity’ by the words ‘race’ and ‘caste’
etc. they may be better left as they
are.

There are other conditions namely
that regular accounts of the receipts
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and expenditure of the funds should
be maintained and the fund should
be constituted as the public charita-
ble trust as well as registered under
the Societies Registration Act. Th.se
are also quite effective limitations.

Many social welfare activities are
being undertaken by private chari-
table institutions. They may be known
under any partcular label, that
does not matter. So long as they
give the benefit to the public or to a
section of the public, it does not
matter under what label they come.
It has been stated very well by my
hon. friend Shri M. R. Masani that
charity begins at home. So, if a
trust or even an institution thinks
shat a particular community should
get the benefit out of the trust or
the institution, they should not be
debarred from doing it, and jf a
gentleman gives a donation in the
name of a particular caste, he should
not be discouraged. Let it come
under any label, but the idea of dis-
couraging such charity by the addition
of the words ‘particular race, caste’
etc. should not be there, to avoid
confusion and difficulties to the De-
partment as well as to the assessce.
So, these words may be deleted.

The Minister of Finance while ex-
plaining clause 6 of the Bill has alse
tried to explain another thing. He
has stated that the Committee did
feel that while there was no case fu.
continuing the double advantage with
regard to tax liability which this cate-
gory of persons have been enjoying
so far, they should be treated more
as non-residentg rather than as re-
sidents, and he has stated that in order
to eliminate the possibility of persons
visiting India for a very brief period
being regarded as resident, the tests
relating to residents have been libe-
ralised.

In this connection, a good deal of
discussion hag taken place. I would
refer the Ministry to the attempt
which has been made by the Tyagi
Committee in their report at page 61
in paragraph 397. I think that will
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pbenetit us. I th nk that it was men-
tioned at the evidence stage also that
if they could be defined as “business
connections”, that would facilitate
taxing the persons whom we would
like to tax on their visit to India.

My last point is about clause 252,
relating to the constitution of the ap-
pellate tribunal. Sub-clause (1) of
this clause reads:

“The Central Government shall
con-titute an Appellate Tribuna!
consisting of as many judicial
and accountant members as it
thinks fit to exercise the powers
and discharge the functions con-
ferred on the Appellate Tribunal
by this Act.”. Under sub-clause
(3), Government want to recruit
uiso from amongst persons who
arc otherwise qualified, on ac-
count of their having been in the
profession for ten vears. 1 want
to extend thi; to the Department
also, because in the department
also there may be persons who
may be equally qualified and
cxperienced to be taken in and
suitable for recruitment.

So on the whole, 1 welcome this
Bill. It is a healthy law. Nothing
better could be expected of an ad-
jectival law on which so much atten-
tion has been given. Our public men
from all gides, and even people from
Afr ca, came to give us advice on this
Bill. 1 welcome this Bill.

Shri Heda (Nizamabad): The
Selecy Committee has done a very good
job, studied the matter thoroughly
and improved the BIill so that it has
become more presentable. The pic-
ture that has now emerged is clearer
than it was at an earlier stage,

However, | would l:ke to offer my
comments on three or four clauses.
Clause 2 ig very :mportant. 1 would
refer to two items under thst clause.
In clause 2(22), an inclusive defini-
tion of the word ‘divided’ has been
given. This is a deflnite improve-
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ment, Therefore, the matter would
be dealt with in a more judicious and
better way then hitherto, However,
this subject is such a difficult one that
it is not so easy to make any defini-
tion a perfect one. From this angle,
there is a lacuna even in this defini-
tion which is no doubt a very good
improvement upon the earlier defini-
tion.

In sub-clause (e) of this sub-
clause, any payment of any sum by
way of advance or loan to a share-
holder or any payment on behalf of,
or for the individual benefit of any
such holder is deemed to be includ-
ed in the word ‘dividend’. The lan-
guage of thigy sub-clause is not very
happy. Cases have arisen where the
department has assessed a shareholder,
who is a partner of a firm. and where
the firm acts as financier to such com-
pany. Where, at any time during the
course of the previous year in a cur-
rent mutual account between the
company and the firm a crediy appears
in favour of the company, even
though the account may  sub-
sequently turn into a debit against
the company, that s, the amount
is wiped out by payment of such cre-
dit ag the company has in the same
account taken loan subsequently, the
Income Tax Officer has treated the
credit as distribution of dividend to
the shareholder who is a partner in
the firm 1 think in this case this
definition works very excessively and
harshly. This cannot be the inten-
tion of thig sub-clause, Unless an
amount by way of advance or loan
remaing outstanding at the end of the
year and particularly on the date the
company distributes dividend, such
temporary advances of loang could not
be deemed to be the distribution of
a dividend to a shareholder. One has
to make this type of financial arrange-
ments when one is in charge of the
affairs of a company.

Further, if the advance or loan is
to a firm, an association of persons of
a Hindu Undivided Family, and on the

registers of the firm, the partner or
the member in his individual capacity
is the shareholder, then in such a case,
an advance or loan made to the firm,
the association of persons or the Hindu
Undivided Family cannot be termed
as advance to the partner or the mem-
ber. Further, the language is un-
happy in other respects also. In the
case of payment to a shareholder, un-
less it is an advance or loan, it can-
not be treated as a distribution of
dividend to him while where the pay-
ment is on behalf of or for the indi-
vidual benefit of any such shareholder,
the word is ‘any payment’ and not
‘any payment by way of advance or
loan’. The words ‘on behalf of’ or ‘for
the individual benefit’ connote pay-
ment not to the shareholder himself
but to some other person but it must
be on beha!f of such shareholder or
it must be for his individual benefit.
It could not be the intention of the
framers of this clause that a payment
direct to the shareholder is restricted
in its scope while a payment to a
third person on hig behalf has a
wider scope. Therefore, this clause
needs a slight modification and I do
hope Government will reconsider this
and come forward themselves with a
suitable amendment.

Then 1 come to clause 2(15). The
Sclecy Committee hag suggested that
the wordg ‘not involving the carrying
on of any activity for profit' should
be added. If we look at the language
of clauses 11 and 12 of the Bill it
will apvear that in the Explanation
to clause 11, the word ‘property’ is
stated as not to include business while
in clause 12 any income derived from
business carried on by or on behalf
of a trust for charitable or religious
purposes will be exempt from tax,
subject to the conditions subsequently
stated. The Select Committee, in the
Explanation to clause 11 has made
the word ‘property’ to include a busi-
ness undertaking so that a trust of
a running business or religious or
charitable purposes is pernrvissible so
as to exclude its income from being
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taxable Now, clause 12 which exempt-
od the income from business carried
on by the trust and by the institu-
tions for charitable or religious pur-
poses does not exist. In its place.
only sub-clause (3) of clause 12 ap-
pears together with an additional
sub-clause (2),

Therefore, the effect of this amend-
ment in sub-clause (15) of clause 2
is that any business involving the
carrying on of any activity for profit
cannot be madec the subject matter
of a trust for charitable purposes if
the object of the charitable purpose
includes the relief of poor etc. Does
it mean that after a property is made
the subject matter of a trust for such
purposes and is not business, can the
trust later on start carrving on busi-
ness or earning profits to be utilised
for such purposes? There is no point
in restricting the word ‘property’ to
property other than business where
one of the objects of the trust is the
relief of poor etc. A person may have
only business and he wants to make
a trust for the relief of the poor etc.
In guch a case, he will be debarred
from making the trust. In my opi-
nion, such a restriction should not be
{evied

Then 1 come to clause 54 in which
the purchasing of a ‘new property’
for the purposes of his own residence
is only contemplated. The words ‘new
property’ are ambiguous, Why not a
purchase of any property for purposes
of his own residence? A person may
find an old house situated in a loca-
1ity not suitable to his requirements
10 be sold and purchase another pro-
perty which has been constructed by
some other person either only recently
or some years back. Then why should
he not get the benefit of this clause
as he would get if he purchases a new
property?

The words mew property’ are also
ambiguoug in another sense. A per-
son may construct a house and use
it only for a few months or even for
a day. Can it be said to be a new
property? It cannot bee. Then it
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would mean that he would be preclud-
ed from purchasing it Further, the
purchase of such property should be
at par with the construction of a new
house so that if the owner either pur-
chases another property or constructs
a new house, he will be entitled to
the benefit contemplated in clause 54.
Many times it so happens that one
is not very intelligent in the construc-
tion of the house, Instead of purchas-
ing a vacant plot and then construct-
ing a house himself, he would like
to purchase a constructed house on
a suitable plot. In that éase, he does
not get the benefly of this clause.
Therefore, the words ‘new property’
may be suitably amended.

Lastly 1 come to clause 271. No
person shall be qualified to represent
an assess@e in case in his own assess-
ment a penalty has been imposed for
concealing the particulars of his income
or deliberately furnishing inaccurate
particulars of hig income, Does this
suggestion applv to legal practitioners
and advocates appearing on behalf of
an assessee? This is a very moot
point. From this angle, the class of
lcaal practitioners are agituted. In the
case of advocates whose conduct is
governed by the Bar Councils Act,
will a matter relating to his own
assessment debar him from carrying
on his profession? Iy may be that
in a particular case the Income-Tax
Officer wrongly holds that the advo-
cate is guilty of conceal’'ng the par-
ticulars of hig Income decliberately
furnishing inaccurate particulars of
such income and a pena'ty is imposed.
Immediately such an order is passed,
the advocate will be debarred from
practising or representing an assessee.
If otherwise qualified to appear in
other cases, why debar him from ap-
pearing in cases of the assesscen?
Further, this order imposing penalty
may be taken to be a finding of mis-
conduct on the part of the advocate
and a question may then arise whe-
ther he would be debarred from car-
rying on his profession altogether.
This suggestion of the Select Commat-
tse nNeeds reconsideration and in my
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opinion the clause needg suitable
change. The legal profession should
be protected and they should be al-
lowed to represent the assessees even
though there might be complaints
against their assessment of incomes.

With these few suggestions I again
commend this Bill and would like to
congratulate the Select Committee for
the hard labour that they have put
in and bringing the Bill in a present-
able form.

Dr. Sushila Nayar (Jhansi): Mr.
Deputy-Speaker, Sir, I thank you for
this opportunity to participate in the
gencral debate on  the Income-tax
Bill. Sir, 1 wish (o congratulate the
Finance Minister for the very
excellent amendments that Thave
been proposed in this Bill. One
of the most important amend-
ments, from my point of view, is the
control that has been for the first
time put on charitable trusts. Up till
now, there were several charitable
trusts which never spent their money
on charitable purposes. They went
on accumulating their capital from
year to year, From now on they will
have to spend 75 per cent of their
income in that very year on charita-
ble purposes. It is a very healthy
provision.

Shri Naushir Bharucha:
required or not?

Whether

Dr. Sushila Nayar: Twentv-five
per cent they can accumulate. They
will have to spend the 75 per cent
on charitable purposes. If they
form a charitable trust, the presump-
tion is that there is some need for
charity in that particular field and a
charitable trust has been formed for
that purpose. If they do not need
to spend the money. on charity for
which that trust is formed, the pre-
sumption may be that they have
formed the trust merely to escape the
income-tax, and that i3 not a very
correct thing to do. Therefore, if
they have formed a trust, they should
spend their money on charity. If,
however, they want to accumulate it
for a specific purpose, as for instance,
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to build a hospital or a college build-
ing, or some such thing, of public
utility, they can accumulate all their
income for ten years. That gives
quite a lot of latitude.

The second thing which is very
good is that if anybody carries on
business with the money of the chari-
table trust and the income is going
for charitable purposes there will be
no taxation on that income, This also
is very healthy. It is very healthy
in a country which has long-standing
traditions of charity. You will remem-
ber how in wndivided India, in Lahore,
there were hundreds and hundreds of
colleges and high schools run entirely
out of charity. There was even a
medical college that was run by a
charitable trust and there were many
hospitals, Under the British we could
not expect the Government to run
many of the social services that were
needed and charitably inclined indi-
viduals camce forward and donated
large sums of moneyv for charitable
institution<, particularly in the field
of education and to the ficld of
medicine,

Now, Sir, there is a tendency to look
to the Government for help ir most
of these flelds. I do not find any fault
with those who expect the national
Government to meet the legitimate
needs for social services in  India.
However, the resources of Govern-
ment being limited, as we know they
are limited, it is necessary for every-
body to come forward and contribute
his or her mite for early implementa-
tion of some of the schemes of social
services so that we can realise the ob-
jectives of a Welfare State.

Now, a Welfare State, strictly speak-
ing may be welfare State in which
facilitia; for social services are pro-
vided by the State. but I think there
are many fields which are not covered
by the State in our country and the
public can vervr well cover those
flelds to the best of their ability.
To do so, therefore, jt is necessary
that they should be given incentives
in the form of tax exemption so that
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they will contribute larger and larger
sumg of their income; for charitable
purposes. So far ag incomes from
business earnings out of trust money,
are concerned, they have been ex-
empted from tax, That is very good.
But the limit of 7} per cent on one's
own income for c¢xpenditure for
charitable purposes still remains as
it was. Seven and a half per cent
or 14 lakhs whichever is less—only
that amount may be used by an in-
dividual for charitable purposes and
be taken out of hi; tax calculation,

Sir, 1 feel rather sorry that the hon.
the Finance Minister did not see fit
to relax this limit. It js quite pos-
sible that most people will not give
more than 7} per cent. They may not
even give 7} per cent for charitable
purposes. But if there are ndiv.dualg
who are inclined to give more of their
income for charitable purposes, why
shou!d we deny them the pleasure of
doing that? It may be argued that
they will do so in order to get out
of a higher income-tax slab into a
lower income-tax slab 1 say cven
if that is so, I see no harm in that.
After all, there is a pleasure in giving
voluntarily, But there ig in every
country a reluctance to have to pay
income-tax. I agree that taxes are
necessary and taxes have to be col-
lected; taxes shall be there and ghould
be there. But we should give people
a voluntary method of spending their
money for good purposes. Charitable
purposcs have been very well-defined
in this new clause: charity in order
to bz income-tax free will have to
be non-sectional, non-regional and
non-communal. With these provisos
and after prohibiting even a distant
relative of the man-money for charity
or making a charitable trust, from
becoming a beneficiary, 1 think there
should be no attempt to curtail the
amount of one's income that a
man or woman wmay give for
eharitable purposes. Let us encourage
them to give voluntarily. Everybody
knows how much tax evasion is there.
Instead of leaving open wrong methods
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of tax evasion, if a man or woman
gives a substantial part of the income
for charitable purposes in order to pay
less income-tax, 1 think this latter
course is far healthier and far better
than the former. We do not accept tax
evasion and we do not like to have
tax evasion—] agree. But everybody
knows, including the hon. Finance
Minister and the hon. Deputy Minis-
ter, that there is a very considerable
amount of tax evasion and with all
our efforts we have not been able to
plug the loopholes. Let us be honest
and let us open healthy avenues by
which this desire for tax evasion can
be stopped and in its place a healthy
outlet can be found so that people will
give more and more money voluntarily
for charitable purposes and even if it
does result in a little bit of decrease
in income-tax, it may be counter-
balanced by the provision of the
social services that can come up
throurh these voluntary charities.
There is a lot to be said for doing the
right thinpgs in a voluntary manner, of
one's own free will, than under
compulsion.

Another thing thay 1 wish to com-
pi'ment the han Finance Minister o ig
the proviso by which although the
income of the husband and wife in
ordinary busines; where they earn
together or are partners will be con-
sidered for taxation purposes as one,
for professional groups like doctors
and lawyers and others, it will not
be considered as one but will be
separate for each. It ig high time
that a woman was not considered as
a mere appendage of man.

Mr. Deputy-Speaker: Let man be
considered as an appendage of woman,

Dr. Sushila Nayar: Let neither be

considered the appendage of the
other. They are both individuals,

they have their own personalities.

Mr. Deputy-Speaker: Men are pre-
pared to atone for the past sins and
sre prepared to suffer now.
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Dr. Sushila Nayar: The people who
suffered are not very anxious to make
others suffer. Therefore, we want
equal status and we are very glad
that thjs proviso in the income-tax
Bill has given equal status at least to
the professional women and the income
eof the husband and wife will be con-
sidered separately for taxation pur-
poses, With these words, I commend
this Bill and I once again congratu-
late the hon, Finance Minister for the
very excellent improvements that
have been brought forward in this
Bill.

Shri Damani: Mr. Deputy-Speaker
Sir, The Bill as it has emerged from
the Select Committee exhibits defi-
nite improvements on the original Bill.
The Select Committee received many
representations and memoranda and
they also took oral evidence of
many important persons from every
walk of life and they have studied
them before making the'r recommen-
dations, Whatever recommendations
are made are very reasonable and
suitable. In the Bill the language has
Leen simplified and the clauses are
arranged in a log‘cal manner. Besides
this Committec has plugged the loop-
holes and reduced the harshness in
the Rill. On the whole, the Commit-
tee has been successful in its mission
and I want to offer my congratulations
to the Committee.

1546 hrs,

|DR. SusHILA NAYAR in the Chuair]

Many hon, Members who have
spoken before me have explained
about the charitable institutions and
made suggestions in thay regard.
Therefore, I will confine myself to
one or two points only. The benefit
given to a small trust with an annual
income of Ra. 10,000 will not be suffi-
cient. I think this amoun; can at least
he increased to Rs. 15,000 so tha; the
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smaller trusts can give more benefit
in the long run and they can build
more institutions which will be more
helpful. Another thing I would like
to submit js chat if any person wants
to create a trust with a provision that
a part of the income is going to be
spent for public purposes and a part
for a particular community, it says
here that the entire trust will not
get exemption. I submit that ex-
emptions should be given to the ex-
tent of the amount that is going to
be spent for public purposes and
public utility and tax on a conces-
sional rate can be charged on the
amount which the trust spends on a
particular community, In this way,
Government's policy will be safe-
guarded and the public will get the
henefit. After all, a particular com-
munity iy also the public of this
country. Some leniency should be
given and I request that my sugges-
tion may be considered sympatheti-
cally. Regarding the development
rebates, clauses 33 and 34 deal with
them. Though some improvements
have been made, it still falls short
of expectation, The clause as amend-
ed does not provide for development
rebate to be made available where
an individual or a Hindu Joint Family
is succeeded by a partnership or a
limited company. This would dis-
courage persons coming to industry
after doing 2 'n* of pioneering and ex-
perimentation in a particular line.
Again, development rebate will only
be allowed on conversion from a firm
it all the shareholders were partners
in that firm immediately before suc-
cession. On amalgamation it would
be allowed only if ninety per cent of
shareholders continue to be share-
holders on amalgamation. This would
effect genuine and bona fide transac-
tions which generally take place. This
would also discourage development
and I wish that suitable safeguards
should be provided for such genuine
transactions

1 come to the 28A companies, Clause
104 deals with companies in whisbh
public is not substantially interested
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and they should distribute the pres-
cribed statutory percentage of their
profits as dividend. Many companies,
wnstead of paying the dividend, apply
their income to pay tax liabilities,
trade liabilitie; or bank’'s borrowings
which are genuine payments in the
company’s interest and should there-
fore be allowed, In this connection.
I want to submit tha; there are many
ncw companies and their promoters
are new. When the capital is not
subscribed, compulsorily they have to
take more than 51 per cent of the
shares, They offered the sharc to the
public but they are not accepted and
so they are compulsorily brought
under the clause 104. As they have
10 distribute a large percentage of
profits they cannot invest further
muucy for expansion or for new in-
dustries. Therefore, some safeguard
should be provided for in this direc-
tion, If the fund< are invested for
expansion of an industry, for paying
trade liabilities or bank’s borrowings,
the compulsion of a distribution of r
certain percentage of dividends should
be relaxed. Cases of new companies
which floa; capital but which is not
being subscribed are there, and they
are compelled to take up the share.
Therefore, it is essential that some
exemption or liberalisation should be
given in this regard.

Clause 79 provides for carry-for-
ward of losses which would only be
allowed if 51 per cent of the share
capital remains in the hands of the
shareholders. Shareholders and com-
panies are two separate and distinct
entities, and transfer of shares has no
cornection with tax liabilities of the
company. Further, onus on the com-
panies in this matter would be unjust-
tified. It should be properly amended
as otherwise it would affect genuine
companies, and honest companies
would be penalised for no fault of
theirs, This would create many com-
plications and lead to harassments of
the companies by professional share-
haolders. There is need for a suitable
modification g0 as not to sffect genuine
changes in this matter.
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About speculation and hedging
losses, I would like to point out that
clause 73 deals with gpeculation losses.
1 feel that there should be a diffe-
rence clearly made between specula-
tion losses and hedging losses, though
presently the Central Board of Reve-
nue hag issued instructions that hedg-
ing losses should be excluded from the
speculation losses. 1 would like to em-
phasise¢ that hedging should be allowed
in one line and one sphere. There is
no difficulty as far as the commodity
market is concerned. The difficulty
only arises in the case of dealings in
share: Hudging is an  assurance
igaints possible losses and it is done
against the  stock  of  investment.
Hedging should be allowed in  one
line. All the scrips and shares are
not on the approved list of the stock
cXchange in  forward marketing.
There are only a few scrips which are
recognised in forward trade. Any
investor cannot hold shares for a
certain line if they are not in the
list. Investors cannot make any hed-
ging wagainst their sale, even if they
think that they will lose, if they do
not hedge against  their  holdings.
Therefore, this advantage of hedging
will accrue to a few persons only
and not to every investor. So, my
submission is that hedging against
steel can be allowed against any
share which ig the forward list of
steel. Any investment in textile and
stee] can be hedged against any
scrip which is in the forward list.
If this is accepted. this difficulty will
be removed

I then come to director's respo:-
sibility on liquidation. Many hon.
Members have expressed doubts regar.
ding the directors’ responsibility on
liquidation of private companies. It
is a unique feature thal has been
incorporated. Though the original
Bill has been modified yet, the direc-
tors’ responsfbility for payment of
taxes is inconsistent with the lmited
liability of the compsny. It would
discourage honest persong to come oo
the Board. The board of directors
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is a clear instrument of inviting vari-
ous benefits from the banks and
others. It would tell, therefore, very
heavily on genuine business organisa-
tions. The onus which has been
placed by the Select Committee to
prove that non-recovery has resulted
not bocause of their gross neglect or
breach of duty would be too much.
The onus should fall on the depart-
ment.

Regarding the reopening of assess-
ment, I still feel that the reopening
of assessment unger clause 149 should
be restricted to eight years and not
16 years, even where the escaped
income exceeds Rs. 50,000. It is diffi-
cult to krep the old records for more
than eight years. The posts and tele-
graphs offices also do not keep the
records for more than three years.
In big cities like Bombay, Delhi and
Calcutta, to kecp the records for 16
years is a difficult task. All  such
investigations started on account of
the second world war. Now, 16 ycars
have passed, and if we continye this
clause, with 16 years as the limit, it
will be too much and the period
should be reduced to eight years,

In conclusion, I would like to stress
that there is a great need for expe-
diting the asscssments; more particu-
larly the assessments up to Rs. 10,000
should be completed within one year
and for other incomes in excecding
Rs. 10,000 the assessment should be
completed within three years. The
periodical check-up, and assessment
work done by the ITOs should be
hnstened in this regard.

No simplification of income-tax is
possible and complete unless that tax
structure is made more simple. The
cyes naturally would be on the next
budget and it is sincerely hoped that
cfforts would be made to this sug-
gestion and remarks of the Law Comr
mission, namely, that the tax struc-
ture should be so simple that it could
be followed understood and calculat-
ed by a person of ordinary intelli-
gence.
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Shri Frank Anthony (Nominated—
Anglo-Indians): Mr, Chairman, I am
sorry that the Finance Minister is
not here; it is not a reflection on his
very able deputy. I was hoping
directly to persuade him in respect
of certain provisions in this Bill
Quite frankly I feel that some of the
provisions inserted for the first time
in the Select Committee—when their
real significance becomes knowpn to
the country at large—are such that
there is likely to be not only a serious
controversy but even a storm of pro-
test. I am particularly referring to
clauses 11 to 13 and clause 88. Quite
by accident one morning when I
picked up this Bill a few days ago, I
was extremely perturbed. I wrote
to the Prime Minister pointing out
that in my very respectful view these
provisions put in for the first time at
the stage of the Select Committee
would have a disastrous effect on
charitable trusts maintained by
minority group. in th's country, I also
saw the Finance Minister. I believe
the Ministry is likely to make some
amendments. But I wicsh to  know
whether they will be far-reaching
enough. As far as I can make out,
certain of the new provisions will
have a completely deadly effect on
future charitable trusts.

Take clause 18. My hon. friend
Shr: Morarka will say—I have dis-
cussed it with him too—*“I think you
are making unnecessarily heavy
weather of these new provisions.” 1
do not think so. Perhaps my in-
terests are somewhat narrow interests,
but other people who are interested
in charitable trusts—not only educa-
tional as I am interested in education-
al trusts—such as religious trusts and
trusts for medical and poor relief,
may feel that section 13 is a gratui-
tous injury to the help by certain
sections of the people, even if they
happen to be community-based or
otherwise. As the law obtains to-
day, the term “charitable” compre-
hends a trust even though it may be
directly benefitting a group or com-
munity based on language or caste or

o5
i
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sub-caste. Any such trust which is
genuinely directed to this purpose,
even though the object may be a limi-
ted one, comes within the purview of
the term “charitable” and is exempt-
ed from income-tax.

16 hrs.

But under the contemplated amend-
ments in clause 13, all future trusts.
however genuine and however high-
souled, if they are directed for the
benefit of a particular community,
whether based on religion, caste or
sub-caste, will be subject to the inci-
dence of crippling taxation. My own
view is that genuine charitable trusts,
if they are for the benefit of a par-
ticular community—Sikhs, Muslims,
Anglo-Indians, Hindus, etc.—will
suffer, however high-souled they may
be, as I said. We have to remember
—1I shall deal with this a little later—
in our concern quite rightly for this
secular motive in the State, sometimes
we tend to over-reach ourselves.

We have to realise that not only in
India, but in other countries also.
people may seek salvation in many
ways. I may apply the unction to
myself of being particularly interested
in education. My friend, Mr. Barrow,
may be religiously inclined. He may
be inclined to found and further re-
ligious trusts. These are not un-
worthy motives. But what are we
doing? Because of furthering this
secular motive, we are seeking to
destroy all future trusts, if they are
directed to helping a particular com-
munity, whether it is educational, re-
ligious. or for medical purpose or poor
relief.

The public do not know the impli-
cations of this. I do not think many
of the Members of this House know
ft.

Ch. Ranbir Simgh (Rohtak): They
know it fully well
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Shri Frank Anthomy: My friend
probably is one of the most alert
Members of this House.

Shri Narasimhan (Krishnagiri):
Quite a few know.

Shri Frank Anthony: So also ‘my
friend there. But when I was speak-
ing to the Deputy Speaker three days
back—he is a knowledgeable person—
and so also Shri Mukerjee—I may not
agree with his politics, but I certainly
think very highly of his capacity
otherwise—I asked them, ‘“Have you
looked at this Bill?" They said
“No"”. 1 asked, “Have you studied its
implications?”. They said, “Naturally
not; we have not the time to study it.
It is a rather massive—we would not
call it monumental—and complex
measure”. 1 am certain that the
public knows nothing about the im-
plications. 1 do not know what the
members of the majority community
think. The majority community
members have no rights in this matter.
[ shall show later on that these pro-
visions are repugnant to certain fun-
damental rights granted to the mino-
rities, but 1 am quite certain that
large minorities in the country like
Muslims, Sikhs and Christiang will
fcel extremely injured because in
cffect, you are saying to them, ‘“You
will not be able to found sny trusts
in future, however much you may be
inclined to found a trust”.

1 know there are certain bodies
that are able to distribute large
amounts in charities. There is a par-
ticular body I am aware of in Cal-
cutta, which is able, for instance, to
distribute Rs. 20 lakhs a year. 1 am
interested in it. Most of it is collar-
ed by the West Bengal Government,
but some of it they are able to salvage
from the clutches of the West Ben-
ga! Government, they spend for the
education of a particular community.
The whole object of what they run
is to direct 90 per cent of thelr
takings for charitable objects. 1If
they are prepared to disburse Rs. 10
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lakhsg for education, the Deputy Minis-
ter will come along and say, “You
w.] pay full income-tax”. What
would be the income-tax on Rs. 10
lakhs  which would ordinarily go to
an educational trust? I cannot say
offhand, but I imagine it should be
in the region of Rs. 6 lakhs or Rs. 8
lakhs. You immediately destroy the
capacity to assist a worthwhile object
by a piece of legislation of this charac-
ter.

Ch. Ranbir Singh: The State will
give flnancial assistance.

Shri Frank Anathony: He talks
about State financial assistance. 1
say this with a great deal of regret:
This is typical of the kind of confused
thinking that so many of ug fell prey
to in this country. The State may
have the will; it may have the spirit,
but it hag not the capacity to begin
to implement the grandiose directive
principles of the Constitution. You
talk of free and compulsory education.
Are you able to do it? Not in an-
other hundred years will you be able
to achieve this directive principle of
free and compulsory education. But
when people on their volition place
burdens deliberately on themselves
and give money to education trusts.
you come in and say, “The State can-
not do it, but you should not do it”.
How can you say this, if we are a
Welfare State not only in profession,
but in practice? It will take at least
hundred years for you to do this, but
in the meantime, you are drying up
all the wells of private and individual
charities.

Shri C. K. Bhattacharya: We shall
get it in much less than 100 years.

Shri Frank Anthony: Let us hope
80.

I do not know the effect of clause
11. Some people say that the provi-
sion in regard to accumulation is
adequate. Persons concerned with
trusts tell me that thig provision with
regard to accumulation will be com-
pletely inadequate, so far as large
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trustg are concerned. It will enable
them to accumulate up to 26 per cent
only and it will largely hamstring
their real purposes. My friend, Shri
Morarka, will say that is not the only
limit. If you write to the income-tax
officer gand tell him that you want to
accumulate beyond 25 per cent, you
may accumulate beyond 25 per cent
for a perioq of 10 years,

I think the Government is going,
at least by way of abundant precau-
tion, to put in a clause at my instance
seeking to add the words “at a time"
after “ten years”, My impression was.
that accumulation would cease at the
end of 10 years. But Government say
that it is not their intention and you
may accumulate for a period of 10
years at a time, so that you may con-
tinue to accumulate  indefinite-
ly. You can accumulate for ten ycars
at a time and you must distribute a
certain amount; then you can accumu-
late for another 10 years. So, at least
the hardship that I contemplated there
would seem to be qualified by this
proposed amendment,

So far as clause 88 is concerned, it
deals with tax on donations to charity.
[ think this is going to cause a great
deal of resentment in the country. Shri
Morarka and the Minister will say
that in any case, donations dirrcted
along religious lines for a particular
religious community have always been
subjected to income-tax, even though
they are donations for charitable pur-
poses angd all that we are now adding
is “caste, community or sub-caste” T
feel that here the Government has not
given sufficient thought to the matter.

I say that so far as linguistic and
religious minorities are concerned, you
cannot do this, and I say it advisedly.
I have had occasion to argue two
matters in the Supreme Court based
on article 30 of the Constntution. What
have we done? We have given these
fundamental rights to the minorities
rightly or wrongly. What is the effect
of article 30 of the Constitution? Sub-
clause (1) of this article 30 says that
any community based on language or



4677 Income-Tax

religion shall have the right to esta-
blish and administer an educational
institution of its choice.

Now, advisedly, the framers of the
Constitution gave that and raiseqd it to
the status of a fundamental right; that
is, the Muslims, the Sikhs the
Christians or any other have the
fundamental right to establish a
communral educational institution. I
do not say that is a good thing. I do
not know whether that is being done.
I do not know whether there are any
wholly communal institutions in the
country restricted to members of one
particular community or caste or
religion. I do not think so. It may
be a bad thing, but in their wisdom the
framers of the Constitution have, as 1
said, raised this to the status of a
fundamental right, that every linguis-
tic and religious group shall have the
fundamental right to establish an
institution of its choice. The Muslims
can have a Muslim school, the Sikhs
can have a Sikh school, the Christians
can have a Christian school. That is
a fundamental right.

Again 1t might be wrong—-you have
gone further. Under the sccond part
of t:at article you have said that in
giving aid no government ghall dis-
criminate against these communal
institutions. You may scrap article 30.
because you have placed an inhibition.
a constitutional inhibition, on any
government saying to a Muslim school,
saying to a Sikh school, saying to a
Christian school, we shalll give aid to
others but we shall not give aid to you.
That is the inhibition in article 30.
Under sub-clause (2) of that article
there is an obligation on Government
to aid communal institutions. It may
be a bad thing, it may not be a good
thing; but there is a fundamental right.

Now, you may say thai the Hindus
also come under this inhibition? But
you have not chosen to give
the majority community any
fundamental right [ do not know
what the reason was. When we were
framing the Constitution perhaps we
were particularty high-souled and we
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were thinking in terms of the
mino-itics. Today, perhaps, we are not
thinking 8o much in terms of the
minorities, perhaps we think they are
a bit of 4 nuisance, they are a sort of
inconvenience. Some people think, if
you can assert the minorities away,
then they do not exist; that is, as one
of my very respected friends said,
there are no minorities in this country;
it is only because the minorities say
they are minorities you have minori-
ties. So, some people, as I said, may
like to will them away, some may like
to assert them away, and I hope there
would be very few who would like to
steam-roller them out of existence.

But here is a constitutional provi-
sion, a constitutional fundamental
right given to the minorities. You
cannot place the majority community
on the same level as the minorities.
You cannot say that the Hindus shall
not do this. The Hindus have not been
given the fundamental right. You
have given fundamental right in
respect of cducation to the minorities.
You have provided that the minorities
can run their own institutions. As 1
said, it may be a bad thing. I lave
a great deal to do with educational
institutions. We do not run institutions
for a particular community. We do
not do it, but we have the right, and
we have a further right that if we do
run a communal institution we can say
that the Government shall give us gid.

Now you say, no, you may run an
institution, you may open it to every-
body, but if the proceeds from that
institution are disbursed in scholar-
ships for a particular group, for a
particular minority people who give
big donationg to that institution which
is run on the basis of a fundamental
right, then they shalll pay income-tax.
I just do not understand it. I say, if
this matter is tested, if somebody in
prepared to go to the Supreme Court,
my own humble view is that it would
be struck down, because they say that
you cannot, on the one hand, make this
grandiose prowvisiong to the minorities
and, on the other hand. in fact take
them away.
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Madam, I would ask the Government
to give some thought to this matter,
and not to say that under the old
provision income-tax ¢n donations to
religious communities were already
there. If that provision was there, it
is bad. That provision may have been
there before 1950, but after 1950, after
the coming into operation of article
30, you cannot say to a minority that
it shall not run a communal institution
and if Government cannot say that a
particular minority community shall
not run its own institution, afortiori
they cannot say that they shall not
give aid to that institution, How can
you say that to a minority community,
that they shall not give aid? I do not
understand it. It does not make sensc.

Then there is another. 1 was one of
those people who were strongly
opposed to donations being made for
political purposes. I think it is going
to be one of the most corrupting
influences in our public life, and it is
a bad thing, it is g pernicious thing.
Yet,—I am open to correction—Shri
Morarka ig morc conversani with
income-tax law than I am; if ¢ver he
is in trouble in respect of the criminal
law I would be in a better position to
help him—so far as I can imagine, for
the moment, a donation by a company
made to g political party will be free
from income tax, That is my own
view, and that is the view of many
people whom I have consulted and
who appeared to me as income-tax
experts. If a company makeg even a
donation of Rs. 2 crores—there are
companies which are in the nature of
industrial empires—to g political party.
it will say that all these donations are
for the purpose of its business and thus
secure excmption from income-tax for
donations made to political parties.
That {s my own view. Is it not reac-
tionary? Is it not completely
indefensible? If that is the law, and
the income-tax experts say that is the
law, that political donations from vast
industrial empires to political parties
should be exempt from income-tax,
how can vou subject to all the crip-
pling incidence of our high rate of
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income-tax the donations made by
minority sections in aid of education—
I am not pleading for religious institu-
tions. Some people who may be
religiously inclined may say, why not
have exemption for religious institu-
tiens also....

Shri Narasimhan: You are pleading
for religious charity.

Shri Frank Anthony: I am pleading
for education, and I say that so long
as the State cannot undertake its duty
of giving education free to the children
of this country, it is g sin that you
should penalise people, whatever
group they may belong to, for helping
their own children if need be. They
may not have the resources. We are
a microscopic minority. We skimp
and we scrape. If we do not skimp
and scrape, we have to destroy our
own trusts. Why? We are a minority,
W were given certain educational
guarantees because of the special
conditions, because of the special diffi-
culties in which our schools are large-
ly functioning. Those special grants
given to us under article 337 have
ceased to operate from 1960. But after
I had seen the Prime Minister—
because he knows that you cannot
change a certain matrix, whether it is
rconomic or educational, which has
emerged over a period of 200 years,
you must allow a certain period of
evolution—he has askeq the State
Governments ad hoc to give these
grants to the less fortunate children
nf my community. But I am living on
charity from year to year. One gov-
ernment may give it, another govern-
ment may not give it. What am I
doing? Am I doing something so
criminal? Becauge the State has not
got the capacity, because some States
may not have the will, because they
do not want to help a particular com-
munity, mine is the only community
they will not help.

Dr. M. 8. Aney: That charge is
denied by me. It is not correct to say
that. Yours is the only community
which will not be given this considera.
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tion. The State will not do that kind
of thing.

Shri Frank Anthony: Because there
are no schools run by State Govern-
ments through the medium of English,
which is my language. Every other
person will have institutions subsi-
dised and run by Government through
the medium of his language. 1t is only
my community that has no schools
which are subsidised or run by Gov-
ernment. We have been given a
fundamental right. Twice I have won
cases in the Supreme Court affirming
that right. We are the only people
who wil] get no aid. Is it a crime that
we seek to give our children aid when
we are not getting aid, when out of 700
per cent increase in educational grants
between 1937 and 1957 educational
grants have gone up from Rs, 15 crores
to Rs, 115 crores—700 per cent
increase, and not one Naya Paisa of
that increasc has accrued to the benefit
of an Anglo-Indian child, because
there is no English-medium school to
which indigent grants are given. And
when I am building up educational
trusts, I have been given, as I said, the
grandiose fundamental right under
article 30. Now you say “We are not
giving you vour constitutional guaran-
tee after 1960 in regard to  the
English-medium schools” and, at the
same time, you are destroying cvery
kind of effort at self-help for my com-
munity. I do not understand it. It is
only my community that knows where
these difficulties occur. There is so
much of tendency to pontificate,
because people belonging to the
majority community do not know the
condition of living as a minority.

Shri C. K. Bhattacharya: If the hon.
Member will permit me and if I may
interrupt, the interpretation that
article 30 allows the setting up of
special institutions for the Anglo-
Indian minorities is not correct

Mr. Chairman: Order. order. The
hon. Member will resume his seat. If
one hon, Member is speaking and if
another rises, if the hon. Member who
is speaking sits down, then he is yicld-
ing the floor. 1f, on the other hand. he
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continues to speak, the other hon.
Member cannot speak, because two
hon. Members cannot be in possession
of the floor at the same time. So, if
Shri Anthony does not want to yield,
he can go on.

Shri C. K. Bhattacharya: My point
is that Shri Anthony is interpreting
article 30 to suit his own purpose, and
that is not a correct interpretation.
Article 30 says that special institutions
can be set up by religious minorities
for themselves, I put it to Shri
Anthony: ix he a religious minority?
Are the Anglo-Indians a religious
minority” Only the Christians might
constitute a religious minority. In
that case, Shri Anthony must not claim
a particular advantage for English-
speaking schools, because there gre so
many Christians studying so many
Indian languages. Is Shri Anthony
agrceable to allow the Indian Chris-
tians in his own institution? Is he
prepared to allow the Bengali-speak-
ing Christians in his institution? 1
say that he if not correctly interpret-
ing article 30. He interprets it to suit
his case.

Mr. Chairman: My suggestion is
that the hon, Member may give his
name and speak after Shri  Anthony
has spoken. That would be a better
way of ¢xpressing his ideas. Now Shri
Anthony may continue.

Shri Frank Anthony: I do not know,
probably it is 5 digression, Article 30
applies, nog only one-fold but two-fold
to my community. Both in the
Bombayv School case in 1954 and in the
Keralg reference, the Supreme Court
has afirmed that here is a community
which has a double guarantee; it is not
a community based on language, it is
a community based on religion.

The point 1 am trying to make is
this. that 1 would ask for gome kind of
clarification with regard to educational
trusts. There may bhe an equally
strong rase with regard to other
trustes—let peaple who feel strongly
about religion and trusts of other
character plead their case—but I am
earncstly pleading with the Govern-
ment; why not exempt not only the
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existing trusts, why not exempt the
future educational trusts as well?
Exempt them. At present under
clauge 13 existing trusts are exempted,
I say: exempt the future educational
trusts too from the purview of income-
tax. And I would also ask that clause
88 be amended so that the donations
to educational trusts, even the existing
educational trusts, will not be subject
to income-tax. I would ask the hon.
Deputy Minister to use her influence
with her senior colleague and get some
exemption, both on clause 13 and
clause 88, so that the educational
trusts, future trusts as well as existing
trusts, so far as donations to these are
concerned, will be exempt from in-
come-tax.

I will conclude by saying that I do
not want in any way to dampen the
enthusiasm of the Treasury Benches
in this rather perverse perspective in
which they have underlined at the
moment the secular democracy. I do
not know what we mean by secular.
Perhaps, the dictionary meaning is a
little different and we have adapted it
more or less. I think we mean that
we are striving to achieve a society
where people will not think in terms
of community and religion and so
forth. Somebody has said that the
literal interpretation of secular is
irreligious. I do not think we are
seeking to develop a society which
abandons religion and religious princi-
ples. But may I, with great respect,
submit this to the Treasury Benches?
Let us not legislate in terms of some
misconceived notion of secular demo-
cracy.

Many years ago—I am reminiscing—
1 wrote an essay which was acclaimed
and I was given a Viceroy’s gold
medal, and I remember the first line
in that essay, and I think what I said
there is almost & maxim, is that
citizenship is the right ordering of our
several loyalties. Now today we ob-
serve that we do not realise that
Indian citizenship is the right order-
ing of our severa] loyalties. We have
loyalties to our families. We have loy-
alties to the community in which we
immediataly live. We have loyailties

August 24, 1961 Bill 4684

to our religion. I do not know whether
these small loyalties which can be
ordered and the right ordering of
which will represent the citizen-
ship, whether that is going to be
a crime in India. Do not
people in other countries, secular
democracies, countries which have
achieved a stage of development in
this democratic procesg which we will
take probably hundred years to reach,
do they not think in terms of their
families? Do they not think in terms
of their religion? Do they not think
in terms of their caste, probably
differently spelt? Where you have
got human society, you will have
this range of Iloyalties. What are
we trying to do? Are we trying
to ignore them or are we trying
to destory them” Is it a bad
thing for some person to think tha
he will achieve spiritual salvation bv
donating to his church, or his reli-
gion, or his temple, or mosque or
Gurudwara? I do not know, I can
understand this, and 1 will support
it, and support it to the uttermost.
You do not penalise people who ex-
ploit religion; pou do not penalise
people who exploit the communify
in order to create estrangement, bit-
terness and hostility, but when some
poor chap, whatever the motives,
thinks that he js going to achieve
and some future existence and wants
to make a trust for charity, you say
“no, i* is repugnant to our ooncept of
democracy”. I do not know pro-
bably it may be repugnant to our
concept of human nature, because
human nature, in the ultimate an-
alysis, as I see, is response to the
numerous loyalties, and I want the
Treasury Benches to understand it
When I spoke to the Minister, he
said “No, we will never have a gecu-
lar democracy unless we destory all
these different sort of loyalties” If
you destroy the loyalties, then you
will destroy the Indian as an integ-
rated, sound and balanced person.

1 do sincerely hope what I have
said will be conveyed. probably not



4685 Income-Tax Bhadra 2, 1883 (SAKA) Bill 4686

fas ox ofer & Frd o &), & & f
T 7 &, §9 I &7 I 99 W7 Jar4
? = fegem & froy e
! 2 fr I o o ooy #
wt gr Al W gl g ogd

quite in the language I have said it.
to the Minister, and 1 would parti-
cularly ask the Deputy Minister that
she may persude him to make some
amendments in the Bill which will
give some kind of relief, particularly

to educational trusts.

16.29 hrs.

[SHrR1 HEDA in the Chair]

Wt e fer g ooff,
# fadee £xH H Fed 31 @ma
Far g, T & "wnar § f& ¥ qF
3ga1 vy Ay ¥ faad a@ «H
o7 ot arefa N s & F0 §F THar

zare] 7 § |

4 gumal § f 9gf @ o ®©
arr gara §y ffne & 0 ¢ oawi
fsq a7 389 |amar wraT # I9%7 fFad
FIT UARTHI WIRH! {IEA Y AT
i oF FEw WA FgrET AT @ | W7
THE W oyL 0§ 1 A% AW £ A
=R oA 2

WA Fd TH 2 F7 GfEWA Famar
41 I T gurh ®wife ft 5 zx
23 § WY A §ARATIY  IT FRESY
QA F AWM W AT T ¥ T ®ew
#i e fegemm w1 alt wok g
1 ardfg e Aw o w9
awr § oA @ @ e I
#z1 fo xw favie swv7 A g w
W ¥ § O%FF 1 wo fwqr o
WA R f fF 3w Owa
1 Q@reT a8 §, fedy oft wvar w A
o e At ¥ o faw # fad &y
T HA § | 9% ¥¢ G%A 4 v 2wy
& woTm AN, afen wwE O @
o & wry ort, g T A quw #
aff art 1 v i difeay @
2 A ag oft o wel % ¥ oW
wrar 8, ¥few oih ffeaw w1 o

w1 U ATET 77 ey § e ag o
fex & qferema & & @t? @
qFar & fF 99 ami & AT fawr &
xafad sy gar W 90 T amn fr
R 3w wTAT oAt ¥ ogrew ¥
qHY 5 & qae o g gw
dar fs s & wfad & ag v
fr sy =T ¥ fordt W ST fgamar-
ﬁﬁﬁm#iﬁ'fﬁ'&@!ﬂfo To UHo
aifsaT g |

Wil &9 g7Et faw gar f& o
wIlT AgAT 3w f& Iy mveew
arafae g qraEr 23 & fd dare 8
fe az awrel qréf w1 oare & g &
IAY FZAT AT F ag vy

% Aty wRi
e A oy avew b Y

Wto ot oy Ty fofer 0w
HfEaw gren v gy v B

£ T 4R

8hri 8. M. Banerjee: On a point of
order, Sir,....

Ch. Ranbir Singh: 1 am dealing
with religious and charitable trusts, 1
know the Income-tax law. It applies
to Punjab. Why do you worry?

Mr. Chairman: He is rising on a
point of order.

Shri 8. M. Banerjes: My point of

order is very simple. We are discus-
sing the Income-tax Bill. Religious
trusts also come in. But, he is dis-
cussing Punjab politics.

Ch. Ranbir Singh: No; I am not dis-
cussing Punjab politics. Punjab is a
part of India. Punjabis pay income-
tax ... (Interruptions).
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Shri 8. M. Banerjee: Master Tara
Singh is also a citizen of the country.
Why should he be attacked? (Inter-
ruptions).

Mr. Chairman: There is no point of
order in this. The hon. Member may
continue.

16.38 hrs.

[MR. SPEAKER in the Chair]
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16.334 hrs.

MOTION RE: THIRD FIVE YEAR
PLAN-—contd.

Mr. Speaker: Order, order. We will
now resume discussion of the hon.
Prime Minister’'s motion regarding the
Third Five Year Plan.

I shall now put the amendment of
Shri Ranga to the vote of the House.
The question is:

That for the original motion, the
following be substituted, namely: —

“This House, having considered
the Third Five Year Plan, laid on
the Table of the House on the 7th
August, 1861, disapproves o! it
because—

(a) it is unrealistic and impro-
vident,

(b) the threat of additional taxa-
tion, the continued resort to

deficit finance and the unco-
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vered gap between resources
and outlay will lead to higher
prices and the aggravation of
the prevailing inflation and a
continuing erosion of the al-
ready low real income of the
mass of the people resulting
in a disincentive to save and
invest and a high-cost econo-
my which will make it im-
possible for Imglian exporis tn
compete in the world's mar-
kets;

(c) while the desirablity of en-

(d

(e

couraging equity capital com-
ing from abroad at its own
risk is neglected, ther. i~ too
much dependence on {oreign
loang leading to the country's
future being mortgaged;

the undue emphasis on heavy
industry resulting from a
dangeroug obsc.sion with ac-
hieving autarchy ithin ten
ycars and the comparative
neglect of agriculture and
consumers’  goods industries
will inflict privation and
misery on the mass of the
people and diminish the pos
sibilities of providing maxi-
mum employment,

~

the doctrinaire bias in fovour
of the State sector of the «co-
nomy and the drawing away
to it of the people's savings
tilts the scales against the
development of the people's
eompetitive enterprise and the
economy of self-employed
people in favour of a p'ethora
of controls and quotas and
curbs and of State monopo-
lies and private monepclies
distributed among those
favoured, thus placing th=
national economy in « straight
jacket and retarding the
growth of the nationa! jpro-
duct and income;

-

(f) the insistence on fostering col-

lective farming unde: the
name of joint co-opcra‘ive





