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Fourteenth Loksabha

Session : 5
Date : 30-08-2005

Participants : Chidambaram Shri P.
 

Title : Personal explanation made by Shri P. Chidambaram regarding certain remarks
made against him in giving relaxation to appointments of his wife as a councel by Central
Board of Direct Taxes (CBDT).

 

THE MINISTER OF FINANCE (SHRI P. CHIDAMBARAM): Mr. Speaker, Sir, …
(Interruptions)

MR. SPEAKER: Let us hear him.  You have raised an important matter.  According to
you, he is in the dock. He is entitled to a hearing.

SHRI P. CHIDAMBARAM: Sir, in response to the observations made by hon. Members
and in obedience to your direction, I wish to offer an explanation under Rule 357 of the
Rules of Procedure and Conduct of Business.

            Reports have appeared in the media on a matter relating to the engagement of
Shrimati Nalini Chidambaram as Special Counsel.  The Central Board of Direct Taxes

issued a statement dated 26th August, 2005 on the circumstances under which Shrimati
Pushya Sitaraman, Senior Standing Counsel of the IT Department, Chennai, had engaged
Shrimati Nalini Chidambaram as Special Counsel in the matter with the approval of the
Board.  The CBDT has stated that proposals for engagement of counsel are not submitted
to the Finance Minister and in this case also, the file was not put up to the Finance
Minister.  I may add that when the CBDT engaged me in January, 2004, in the same case,
the file was not put up to the then Finance Minister.  The CBDT has admitted that it was a
lapse on their part not to have informed me of the proposed engagement of Shrimati
Chidambaram before they granted approval for the same.  The Board has also expressed
regret.
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|ÉÉä. ÉÊ´ÉVÉªÉ BÉÖEàÉÉ® àÉãcÉäjÉÉ +ÉÉ{É <ºÉä VÉº]ÉÒ{ÉEÉ<Ç BÉE® ®cä cé * …(BªÉ´ÉvÉÉxÉ) 

+ÉvªÉFÉ àÉcÉänªÉ  :   +ÉÉ{É <ºÉä UÉäÉÊ½ªÉä*  

...(BªÉ´ÉvÉÉxÉ)

SHRI P. CHIDAMBARAM: Shrimati Nalini Chidambaram also issued a statement dated

26th August 2005 narrating the circumstances under which Shrimati Pushya Sitaraman
persuaded her to accept the engagement.  She said that she had done so out of a sense of
obligation to a sister lawyer. She also pointed out that since 1996, she has voluntarily
refrained from appearing for or against the Department, and that this was the sole case in
which she had been engaged as a Special Counsel.

            Shrimati Pushya Sitaraman, in her statement dated 26th August 2005, confirmed
that it was she who had persuaded Shrimati Chidambaram to accept the engagement.

            Sir, these statements, I submit, contain the entire facts.

Some remarks have been made through the media on the merits of the case.  The
case involved a pure question of law – whether expenditure on replacement of machinery
would be accounted as revenue expenditure or capital expenditure.  The question was
decided by the Supreme Court as early as in 1967.  The Department seems to have
decided to re-agitate the matter.  The Department lost the case before the Commissioners’
of Income Tax (Appeal), again before Income Tax Appellate Tribunal in 1997 and now
before the Madras High Court[pkp7].

A few weeks ago, the Department has sent the papers to the Ministry of Law for
filing an appeal to the Supreme Court and appeals are being filed. The principle of law
laid down in the case does not apply to textile mills alone, but to all companies and firms,
for example, paper mills, steel mills, sugar mills etc. which replace machinery.

            An insinuation has been made that one Sri Karpagambal Mills Limited,
Cholapuram was also a party to the case in issue. The insinuation is totally false. Forty-
three mills were involved in the case before the Madras High Court and Sri Karpagambal
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Mills does not figure in the list of 43 mills disposed of by the Madras High Court. The
CBDT has clarified this point also.

            I wish to make it clear that I had no knowledge of the matter at any stage during
the relevant period. It came to my notice, for the first time, only after the matter was
attempted to be raised in the Rajya Sabha. I believe that none of my respected colleagues
in the House would seriously think … (Interruptions) I believe that none of my respected
colleagues in the House would seriously think that had the matter been brought to my
notice, I would have allowed it to proceed an inch further. Let me make it clear,
categorically and respectfully, that had the matter been brought to my notice at any time
earlier, I would have ensured that the proposal to engage Shrimati Chidambaram was
nipped in the bud and not processed any further. … (Interruptions)

MR. SPEAKER: Okay, now Shri Ananth Kumar.

PROF. VIJAY KUMAR MALHOTRA : Sir, I will take a minute.  àÉÆjÉÉÒ VÉÉÒ BÉEÉ ªÉc BÉEcxÉÉ cè ÉÊBÉE
àÉÖZÉä <ºÉBÉEä ¤ÉÉ®ä àÉå àÉÉãÉÚàÉ xÉcÉÓ lÉÉ +ÉÉè® àÉä®ÉÒ BÉEÉä<Ç VÉÉxÉBÉEÉ®ÉÒ xÉcÉÓ lÉÉÒ* àÉÆjÉÉÒ VÉÉÒ BÉEÉÒ <ºÉ |ÉBÉEÉ® BÉEÉÒ ÉÊVÉààÉänÉ®ÉÒ, àÉé

ºÉàÉZÉiÉÉ cÚÆ ÉÊBÉE ÉÊBÉEºÉÉÒ £ÉÉÒ ÉÊxÉ´ÉÉÇÉÊSÉiÉ àÉÆjÉÉÒ BÉEÉÒ ÉÊxÉÉÎ¶SÉiÉ iÉÉè® {É® ÉÊVÉààÉänÉ®ÉÒ ®ciÉÉÒ cè, càÉ <ºÉºÉä ÉÊ¤ÉãBÉÖEãÉ ºÉÆiÉÖ ] xÉcÉÓ cé*

=xÉBÉEÉä <ºÉ ¤ÉÉiÉ {É® <ºiÉÉÒ{ÉEÉ näxÉÉ SÉÉÉÊcA lÉÉ* càÉ <ºÉBÉEä ÉÊ´É®ÉävÉ àÉå ´ÉÉìBÉE-+ÉÉ=] BÉE®iÉä cé* …(BªÉ´ÉvÉÉxÉ) 

 

11.42 hrs.

(At this stage, Prof. Vijay Kumar Malhotra and some other hon. Members left
the House)

 

+ÉvªÉFÉ àÉcÉänªÉ  : +ÉÉ{É ãÉÉäMÉ àÉäc®¤ÉÉxÉÉÒ BÉE®BÉEä ¶ÉÉÆÉÊiÉ ºÉä ¤Éè~ä ®ÉÊcA* +ÉÉ{ÉBÉEÉä £ÉÉÒ ¤ÉÖãÉÉAÆMÉä*

…(BªÉ´ÉvÉÉxÉ)
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MR. SPEAKER: Shri Sarbananda Sonowal – he has joined the walk out!

            Dr. Manoj.


