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Title: Introduction of the Taxation Laws (Amendment) Bill, 2016.

HON. DEPUTY SPEAKER: The House shall now take up item No. 20. Hon. Finance Minister, Shri Arun Jaitley.
THE MINISTER OF FINANCE AND MINISTER OF CORPORATE AFFAIRS (SHRI ARUN JAITLEY): Sir, I beg to move:

“That the Bill further to amend the Income-tax Act, 1961 and the Customs Tariff Act, 1975, be taken into consideration.”

Mr. Deputy Speaker, Sir, I am extremely grateful to you for having allowed a discussion on this Bill today. In this Taxation Laws (Amendment) Bill,
three minor provisions are intended to be altered. I think I owe it to the hon. Members just to give an explanation as to what each of the three
provisions is in simple non-technical language.

As far as marble and granite are concerned, they are available domestically and are also imported in large quantities. The maximum bound rate of
Customs Duty under the Customs Tariff Act is 10 per cent as of today. Now some element of protection to domestic industry was required and,
therefore, in terms of quantitative restrictions etc., there are a series of non-tariff barriers which today exist. Those non-tariff barriers plus 10 per
cent currently is capable of broadly protecting the domestic industry. One of the suggestions is, in case the non-tariff barriers at some stage go,
because they cannot be permanent in nature, for the protection of the domestic industry a higher duty may have to be imposed as far as customs is
concerned.

So, the bound rate that is the roof is intended to be raised from 10 to 40 per cent. Eventually, it will depend on what is the volume of exports etc.
and what is the extent to which the industry needs protection that the actual levied rate itself will be decided. So, it is an increase of the bound rate.

The second and third amendments are to the Income Tax Act. These two amendments are urgently required for the following reason. A pragmatic
case has come into existence. The VSNL was a public sector company. It was privatised when the telecom opening up took place and in the year
2002 as a part of privatisation it was taken over by one of the Tata Group of companies. It is now a part of the Tata Communications. At the time
when it was privatized, VSNL had a large amount of surplus land. The land is approximately 771 acres spread over various cities. Their most
expensive land is in Delhi, near Greater Kailash in the heart of South Delhi and near Mehrauli. At the time of the privatisation, one of the covenants
of the privatization was that the land would be hived off into a separate entity, which it has been, and thereafter the land would be divided between
the private shareholders and approximately 52 per cent will come to the Government. So, the demerger and hiving off will take place and it would
come to the Government.

This land has to come to the Government and this land can be used by the Government for Government housing and various other activities
which are in larger public interest. This transaction under the present Income Tax law will attract Capital Gains Tax and that will entirely add on to
the cost. Therefore, in case a public sector company is divided and as a result of the demerger the land or an asset comes to the Government, this
transaction is sought to be exempted by putting in an explanation in the Income Tax Act. That is the second limb of the change which is effected.

The third limb of the change is in relation to the textile or apparel sector We need economic development which generates job. One of the
provisions in the Income Tax Act is that if you generate employment for a minimum of 240 days in a year, there are certain tax rebates which you
are entitled to. In the apparel sector that is the textile and garment sector, particularly the exporters, jobs are created but the nature of the trade
has become seasonal. India is a large exporter of summer garments. In the winter clothing, we are still not able to produce the apparel at a big
stage. Therefore, most of the employment generation companies are not able to touch 240 days. Recently, the Cabinet had approved a whole
package of incentives for the textile industry in order to boost employment and one of the covenants of that was that in relation to the textile or
apparel industry, these 240 days should read 150 days. It means that if they generate employment upto 150 days, the apparel industry would also be
entitled to the same tax incentives. So, in the case of apparel industry, this exception is sought to be made in the Income Tax Act.

These are the three small amendments which are sought to be made through this Finance Bill.
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"According to Point 6.1 of the notification, India maintains import quotas on products covered under ITC Code number 2515110,
25151210 and 25151220. With reference to this measure, could India clarify the following issues?

1. Could India reply to the question under Point 6.3 of the questionnaire with specific reference to import quotas on marble and similar
stones?"
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Textile and allied products have registered a negative growth of -6.48 per cent. I am happy that Government is trying to think something
about this sector, about the apparel exports. But what the Government is doing is actually not addressing the root cause of why we are seeing such
a steep decline in the textile and apparel exports from our country. In fact, this is a very important sector. As we very well know that textile sector is
a very important sector. It accounts for 22 per cent of unorganised labour in the country. It is a labour intensive sector.

We also know that such a global scenario is developing where it has opened up an opportunity for India to take garment exports to the next
level. A couple of times I have seen our Finance Minister talk about global scenario and painting the global scenario as very challenging for our
country and painting whatever economic success the Government has had over the last two years as something that the Government has been able
to achieve something in a very testing time in a very challenging global scenario. That is not the case entirely. The commeodity price crash in fact is
actually helping India and not hindering India's global growth. The same is the case with lowering of crude price and decline of China. In fact, decline
of China has opened up various opportunities for India to replace China as an engine of global growth. This has opened up that opportunity for India
but unfortunately, because of the policy of the Government, the Indian economy has not been able to strive ahead to the extent that it can replace
China as a global engine of economic growth.

The starkest example of this is the garment or the apparel industry. I am just reading out a recent report of the World Bank. It has released a recent
report on garment and apparel exports. The report says: "India is losing out to Cambodia, Indonesia and Vietnam in the race for greater share in the
global apparel market being relinquished by China." So, the decline of China has given you an opportunity not just in the garment and apparel sector
but in other sectors also to replace China as a global growth engine but you are not able to step up and the apparel or the garment sector is the
starkest example of that.

Why is that happening? What needs to be addressed? We have to look into the root cause as to why our apparel and garment sector is not able to
step up. What are you doing now? Because of the stress that Indian apparel and garment sector finds itself in, the garment industry has approached
the Finance Ministry saying that they are losing out. Vietnam, Indonesia, Bangladesh and Cambodia are marching ahead of us and hence, allow them
to employ people for lesser number of man days in a year. And the Government has happily agreed to help them in the hour of their crisis but
Government needs to address as to why they are in crisis. This is a sector that can generate millions of job and why are they in crisis?

There are two big reasons for it as per the World Bank Report. One is the high Duty on man made fibres. The situation which we are seeing today is
due to high Duty on man made fibres and India imports man made fibres for weaving garments and stitching the apparels to be exported to the
world. We do not have, compared to some of the countries that we talk about, adequate number of Treaties which we have signed as regards
reduction in tariff and non-tariff barrier Treaties such as TPP. Some of the US and Pacific countries are part of the Trans Pacific Partnership. These
are the two important reasons for it.

Instead of addressing these reasons, the Government is just providing them a temporary relief. This relief is going to affect millions of workers
working in this industry and we should be very cautious when we come out with the new amendment which reduces the man hour requirement from
240 days to 150 days. You can imagine the situation of workers. Millions of workers will be affected by this. This will provide relief to the textile and
garment manufacturers and exporters but what about those millions of workers?

By the way, the relief that you are going to provide to the garment and apparel manufacturers is also not going to solve the root problem such as
high Duty on man made fibres. There has always been a debate on why there is a high Duty on man made fibres.

The spinning firms which are engaged in spinning approached the Government saying that they are doing the spinning and that is why, they
need to be protected and hence, let us keep the import Duties high on man made fibres. But that is also a picture which shows half truth because
spinning industry is not that labour intensive compared to apparel and garment industry. This is an industry which needs to be protected and all
required measures need to be taken.

While we do not have much to say about this particular aspect of the Bill, we just say that this is a knee-jerk reaction of the Government to provide a
short term relief to the exporters without thinking about the workers and the Government needs to do more to safeguard the interests of the apparel
and textile manufacturers and exporters of our country.

Second aspect of the Bill is, it talks about the VSNL. This is with regard to exemption of capital gains tax while transferring a piece of land in case of
de-merger of the PSU. If it is @ de-merger of a PSU and you transfer the land back to the Government, this particular aspect of the Bill pleads that
there should not be any capital gains tax and this land should be transferred back to the Government.



The way Shri Nishikant Dubey ji brought about some of the letters that the Tatas were writing to the Government, etc. it seems like he is privy to
the Corporate Board in manners and ways that many of us may not be. Nevertheless, from what the Finance Minister has explained, while in this
particular case it seems quite well intentioned, one needs to ask certain questions.

First of all, when this land gets returned to the Government, which is the Department of the Government with whom this land will vest? What
intention does the Government has, if any, in terms of utilisation of this piece of land? That needs to be clarified in case the Government is planning
on doing something about this particular land. This seems like a well intentioned aspect of the Bill in this particular case. But in future cases, in all
scenarios, has the Government thought about other cases? What about those other cases? With whom will that land rest because we are going to
see a process of a lot of disinvestments in a number of PSUs? We will be very happy if the Government gets back the land. We need to save the
Government from the capital gains tax. We will support the land getting vested back in the hands of the Government and saving the Government
from the capital gains tax. But we have to think about all the other cases and aspects in future. When we are bringing about this particular
amendment for one particular case, how it will affect some of the other potential cases is something that the Government needs to take a look at
and explain.

Now, the third aspect is the marble. It is about the marble industry and raising the tariff barrier from 10 to 40 per cent. The Government, in the last
few months, has shown that it is happy to trigger tariff increases. We saw it in the case of steel industry. We are seeing that in the case of marble
industry. Whenever this happens, it has to think about the customers. Will this rise in the customs duty and the bound rate from 10 to 40 per cent
affect the consumers? It may help the domestic marble industry as Shri Nishikant Dubey ji was saying. I do not know what technology does the
domestic marble industry not have that the global marble industry has, as Shri Nishikant Dubey was explaining. At the same time, while this may
provide some protection for that industry, what about consumers? Will we see increase in the prices of marble that is available to the consumers?
That is another important aspect that the Government needs to think about.

While we are seeing this, one also gets to ask a question of the Finance Minister that in the last two Budget speeches, whenever the Finance
Minister has talked about decrease in the corporate tax, his sentences have always been hyphenated. I would like to quote you from those two
speeches. Your sentences have always been hyphenated with a reference to how those decreases in the corporate tax would be accompanied by
slow phasing out of exemptions. So, both the times, when you talked about decreasing corporate tax from 30 to 25 per cent, in the same vein, you
said: "We will also do away with exemptions that various industries have been enjoying for over a number of years."
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That talk is on the one hand. On the other hand, we see in this case an exemption being provided to the apparel industry where for a reason that the
industry is stressed and they are facing increased global competition on account of the ASEAN economies, stepping up their game to replace China
as the global provider for apparel and garment goods. We do understand the reason why you are doing that.

Like I already pointed out that you are putting the cart before the horse, you are not addressing their root problem, you are just providing
them a little bit of relief for them to survive in the stress environment. So, my question is this. Why is there a difference between what you have said
in your Budget speech via directionally and what you are doing here? This is in line with what we pointed out earlier. Since these amendments have
to do with taxation, we have pointed this out during the GST discussion as well.

This Government believes in putting more burden of taxation on the poor, that is why, collecting more revenues through indirect taxes. We are
seeing that in the debate on the GST Bill and reducing the percentage of tax collection that you can get through direct revenues. In India, we should
be following a policy which is exactly in opposite direction. The Finance Minister said during the reply of the GST discussion, if I remember, as far as
this is concerned, in the case of India since the tax to GDP ratio is not that high and India does not lie in the queue of the developed nations, that is
why we should rely more on indirect taxes, even if you compare India with other countries. We have a tax to GDP ratio about 17 per cent. If you
compare India with similar countries, we would still see the percentage of revenues that we are extracting out of indirect taxes putting more burden
on the poor is much more, and we need to be very cautious because inequalities in India is something we are equally bothered about.

I think, the Government should provide explanation for all the points that we have made. With these words, we support the Bill. We will ask
the Government to be very cautious and to provide an answer about all the points that we have raised so that you can be confident about our
support.

SHRI S.R. VIJAYA KUMAR (CHENNAI CENTRAL): Mr. Deputy Speaker, Sir I express my gratitude and sincere thanks to the hon. Chief Minister of
Tamil Nadu, Puratchi Thalaivi Amma for giving this opportunity to speak on the Taxation Laws (Amendment) Bill 2016.

Sir, The Taxation Laws (Amendment) Bill, 2016 is further to amend the Income-tax Act, 1961 and the Customs Tariff Act, 1975. In the existing
provisions of Income-tax Act, 1961, the definition of the term "demerger" contained in
clause 19AA of Section 2 does not include in its scope, the splitting up or the reconstruction of a company, which is ceased to be a. public
sector company as a result of transfer of its shares by the Government, into separate companies. There is a need to bring this within the scope
of definition of the term "demerger"

I would like to seek certain clarifications from the Union Minister as to whether this facilitation for "demerger" is confined only to those public sector
companies of the Union Government or applicable for the State-run public sector

companies too. Does the Government have any plans to transfer the shares of those PSUs which are ceased to be exit now to other public sector
companies while splitting up or reconstruction of companies?



With regard to the other amendment, Sir, in computing profits and gains derived from business, deduction shall be allowed of an amount equal to 30
per cent of additional employee cost incurred provided the employee should be employed for a period of not less than 240 days during the previous
year. In view of the seasonal nature of the business of manufacturing of apparel, there is a need to reduce the period of employment from 240 days
to 150 days.

The Union Minister has to clarify whether this reduction in the period of employment is applicable only for manufacturing of apparel or applicable to
all other seasonal businesses.

Presently, under the First Schedule to the Customs Tariff Act, 1975, imports of marble blocks/slabs and granite blocks/slabs are subject to
Quantitative Restriction (QR) and Minimum Import Price (MIP) and 10 per cent of customs duty. Now the Union Government wishes to amend this,
and to increase the tariff rate of customs duty from 10 per cent to 40 per cent on all goods falling under specified tariff items including goods namely,
rough marble and travertine blocks/slabs and granite blocks/slabs.

Sir, from the common man's point of view, I would like to know from the hon. Minister whether this amendment has been made specifically to
address the issues raised by the European Union together with some other members in the WTO Committee on Import Licensing and to fulfil India's
commitments in the WTO Import Licenses Committee. Will it not affect the guantitative and qualitative needs of the domestic markets and sectors in
the country? I hope the Finance Minister will clarify this for the benefit of the people of our country.

PROF. SUGATA BOSE (JADAVPUR): Mr. Deputy Speaker, Sir, I rise to take part in the discussion on the Taxation Laws (Amendment) Bill brought
before this House by our hon. Finance Minister Shri Arun Jaitley. After the passage of a major tax reform, the Constitution (Amendment) Bill enabling
GST, this is, of course, a small and somewhat technical amendment to the Income Tax and the Customs Tariff Act.

Let me at the outset take this opportunity to congratulate our Finance Minister for piloting through the Constitution (Amendment) Bill. A genuine
cooperative federalism requires powers of taxation to be shared by the Centre and the States and that perspective on federalism means that we
should not restrict ourselves simply to working out a fair share of taxes. Seen in that light, the States have been extremely farsighted and generous
and I hope that the Central Government recognise that farsightedness and generosity in the future in strengthening our federal structure.

After supporting the Government on such a major tax reform, it would be churlish on my part to be overly critical of this Bill that has been brought
somewhat suddenly. We have not had an opportunity to study its implications clearly. But as the Finance Minister clearly stated in his opening
remarks, this legislation has three limbs and I will make some brief remarks about these three aspects of the legislative amendment that has been
brought before us.

First of all, there is going to be a change in relation to the granites and marbles sector. Here, I would say that generally speaking our manufacturers
ought to be encouraged to be more competitive both in terms of cost and quality. We should not generally be encouraging protectionist tendencies in
our industry. It seems to me that it is a little premature to change this particular law increasing the customs duty from 10 per cent to the WTO
bound rate of 40 per cent. Since the Finance Minister has just conceded a little while ago that various non-tariff barriers and the 10 per cent customs
duty together have been providing effective and adequate protection, we seem to be anticipating something that will happen with the non-tariff
barriers and I hope that in the course of his reply the hon. Finance Minister will spell out who are the manufacturers, located in which State, who will
be the main gainers from this. At first sight, it seems to be that there are some manufacturers in Rajasthan who will probably benefit from this
raising of customs duty. What Shri Nishikant Dubey was saying about beautiful marbles used in our historical monuments, that argument is not
particularly relevant to the legislative amendment that is before us today. So, I do not think that this was strictly necessary at this stage. But this is
a small enough amendment of the Customs Duty in one particular sector. So, we will not go to the extent of objecting to it or opposing to it when it
is put to the vote.

The second limb is something that we have absolutely no difficulty with. This is because it relates to the de-merger of the public sector companies.
There is a particular history to this. VSNL was, in fact, sold-off in parts. We do not wish the Government, which will be in the possession of land and
similar assets to be subject to the Capital Gains Tax. So, on the second limb of this tax legislation, we are prepared to support the Government
unequivocally.

I, now, come to the third limb of this tax legislation. Here, I think, we need to take a broader perspective. What is going to happen here is that there
will be a tax incentive, I imagine, being given to the manufacturers of garments and apparels. There is going to be a reduction in the requirement of
the number of days that they have to provide employment to their workers in order to get a particular exemption to the Income Tax.

Now, as has already been pointed out by my friend from the Indian National Congress, India had a great opportunity as China moved up the scale of
manufacturing industries; and we could have actually filled the void that was being left by China in the garments and the apparels sector. But I am
afraid that we are losing that opportunity if we have not already lost that opportunity. As has been pointed out, there are garments manufacturers
and exporters in South-East Asia. A number of countries have been mentioned, namely, Vietnam, Cambodia and Indonesia, who are filling the lacuna
left by China. Then, of course, there is our friendly neighbour Bangladesh where the garments industry is flourishing and Bangladeshi Government's
exports are breaking into world markets.

So, I think, we need to ponder the situation here. The Prime Minister's 'Make in India' slogan remains, up to this point, a slogan; and it is not being
transformed into reality. I would like to add here that if we reflect on this point carefully, we really need our garments and apparels manufacturers to
create more employment, not less. We are allowing them to provide less employment in order to get a particular incentive, but we really need to
encourage them to provide more employment. This kind of employment is directly related to the empowerment of women. If we look at Bangladesh
today, woman have been empowered because they have got an independent source of income. We do hear of some terrible accidents, fires, for
example, that have taken place in Bangladesh. But overall, we will find that the garments industry has employed large number of women, and they
have, therefore, been empowered in terms of gender relations.

That is why, I would say that the policy of our Government aught to be to generate more employment and create safe working environments for our



women in the garments and apparels sector. That should be the thrust of our policy.

HON. DEPUTY-SPEAKER: In India also, in most part of the country, women are working in the garments industry. That is happening.

PROF. SUGATA BOSE : That is right. So, there is an important gender dimension. That is why I am calling for the Government to be attentive to
creating safe working environments for them and to provide more employment for our women so that they get empowered economically. This has to
be said in the larger macroeconomic context of a scenario where in India, we are experiencing high output growth accompanied by anemic jobs
growth. Everyone in India is concerned about the jobless growth that we are witnessing. There is a raging public debate going on in that particular
context. Therefore, overall, I wish to say that the Government needs to pay attention to creating more employment generating industries. The
Government needs to focus on labour quite as much as the capitalists.

I have had occasions in the context of other debates to have exchanges with our hon. Finance Minister because we have very little new
domestic private investment and our economy is being powered by FDI inflows and pubic investments in infrastructure. So, I appreciate that these
three changes to our taxation laws will provide a little bit more incentives to our manufacturers, particularly, in the granites and marble sector and in
the textile, apparel and garments sector. But there is far more to be done to fulfil the promise that our Prime Minister made during his election
campaign to the youth of this country that they will have well-paying jobs. If that promise remains unfulfilled then it would be a betrayal of the
younger generation in our country and the political costs of such a betrayal is something that this Government will have to pay.

So, in many ways, from the Opposition, we are suggesting to the Government that in their own interest, they need to look more closely at
creating more jobs, creating more employment generating industries and I hope that the incentives provided in these taxation law amendments will
provide a way forward in that direction.

Thank you very much Mr. Deputy Speaker, Sir.

DR. KULMANI SAMAL (JAGATSINGHPUR): Hon. Deputy Speaker, Sir, thank you very much for allowing me to participate in the discussion on
Taxation (Amendment) Bill, 2016.

It is a bit difficult to know, with your wily financial ways, what motive is behind this and who you are trying to help. It is because your
intentions have been consistently noble and we are certain that this Bill too is an indication of that nobility running downstream.

The NITI Aayog has identified 74 sick PSUs which the Government has been considering for disinvestment. The PSUs had to go through a long
process of getting approvals from the Central Government, courts and relevant authorities. The present provisions of the Income Tax Act do not
allow demerger in case of public sector units selling off their shares. When a company does demerger, the assets and liabilities are transferred to
the entity that is taking over. The value of the assets being transferred is as it appears in the books.

With this amendment in the Income Tax Act 1961, there will be transfer of ownership instead of divestment or as the bill says, selling off
shares will be "deemed as a demerger". The value of assets, as it appears in the books, will be transferred. For example, losses made by sick units
like Air India will help offset profits for the private company. This would be the case until the PSU is turned into a profitable entity.

This is a good move and it should be welcomed. By transferring the burden of even the liabilities and losses to private companies, you are
putting pressure on them to fix these sick PSUs. For decades, these units have been mismanaged and now is the time to fix them up.

The second part of the Bill makes two small amendments to specific sectors. One is the apparel industry and the other is the marble and
granite sector. I will focus on the latter one since Odisha is a producer of good quality granite.

Our Granite industries are incurring losses due to cheap imports from China and Italy. Focus should be paid on all imports especially from
inimical countries like China, where you should pay attention and hike the customs duty so that imports shrink to bare necessities. We want the
Central Government to give tax benefits to indigenous granite and marble factories.

This should be designed in such a manner that not only for internal consumption but the country should also be able to export at competitive
rates.

Keeping this in mind, our Party welcomes the increase in customs duty on Marble and Granite imports from 10 per cent to 40 per cent.

We from the BID, hope that the Government makes every effort to encourage local industries and substitute local products with imported
ones. That will not only save foreign exchange but also increase employment opportunities within the country.

QOur Party supports this Bill in its entirety. Thank you, Sir.

SHRI ARVIND SAWANT (MUMBAI SOUTH): Thank you very much, Deputy Speaker, Sir. While welcoming this Bill, I have certain apprehensions in my
mind particularly regarding the public sector. In fact, when our Government, when we as NDA fought the election, we gave assurance of
employment, generating more employment. But, generating more employment in terms of number is not important but what is important is the
quality of employment along with the quantity of employment. Quality of employment means that there should be growth in it by virtue of their
salaries. For the Government sector, we talk about the Seventh Pay Commission, the Sixth Pay Commission. What about the people who are working
in the public sectors? Of late, when the question was raised in the Parliament, the hon. Minister for Heavy Industries had given in his answer that a



number of public sectors are in losses and handful of public sectors are in profit. The basic idea of creation of public sectors or transformation or
nationalization of all these companies was this. All these were private sectors. Let it be petroleum, let it be banking, let it be insurance, all these
were in private sector They were converted into public sector for two things, firstly, to guarantee employment and secondly, to help the
downtrodden people. Let it be reservation also. It is not there in the private sector. Downtrodden people include all those who are poor irrespective
of their caste, creed, region and religion. They should be helped. What is happening right now? All those public sectors are in losses. Today morning,
I gave a letter to the Minister wherein I have stated, this is because of the policies. Let it be this Government or that Government; I do not want to
politicize the issue. The fact remains that the policy of the Government has created this situation right now.

If you talk about the telecom sector, everyone knows in the world as to what has happened during the allocation of 2G spectrum, what has
happened about 3G spectrum, how the private companies were assisted, were given cooperation.

15.23 hours (Shri Arjun Charan Sethi in the Chair)

In the morning also, a question was raised about EMF. You would not believe, Sir, when the electromagnetic frequency was limited to certain
ranges, the private companies are violating it blatantly. He was saying that stringent action is there; not a single action has been taken. In the
telecom sector, the Government confined the MTNL not to bid for 2G, 3G spectrum, confined the MTNL not provide the services beyond Mumbai city;
whereas in the same city, the technology which Reliance brought was allowed to go anywhere in the country, in the State. What is this? You are
strangulating your own public sectors. Still you say that the employees are responsible. We go towards retrenchment; we go towards privatization;
we go towards disinvestment. We do not want to shoulder the responsibility at all. If you really wish to say that we want to bring the achhe din, we
should show the results. Who is the best doctor? One who survives the patient and makes him healthy is the best doctor Anybody can say, this
patient is not going to survive; he is going to die. So, what for you are the doctor?

Industries are dying. It is not because of the employees but it is because of the corrupt policies of the Government. I am using this word.
Underline this word. Maybe this Government - it is not my own Government right now - is transparent. But the fact remains that it happened
because of the corrupt policies and corrupt vision. I will tell you one example. Pager was introduced in the country first by MTNL and BSNL, and you
would not believe, that time the then Minister opened his own company known as 'Himachal Futuristic Company'. He launched pagers. Being a
Minister himself, he did not allow to sell pagers by the Government company. He allowed the private sector to launch pagers. What had happened?

The company had gone into losses. A company, which was in profit in the year 2008, went into losses because of the policies of the
Government, which compelled BSNL to borrow loans from the banks. An amount of Rs. 10,000 crore was borrowed to get 2G and 3G spectrum
licences. The company was in profit. Who was the owner? The Government was the owner. If they want 3G licence, the Government, which was
receiving all the revenues in terms of taxes and in terms of dividend, should have taken the onus of it, should have taken the responsibility of it and
should have paid the license fee. Instead, they asked them to go to the market and borrow loan. They borrowed Rs. 10,000 crore at the rate of 10
per cent interest. The day they borrowed it, the company went into losses. A company, which was showing a profit of Rs.208 crore in the year 2008,
went into losses because the interest was around Rs. 1,000 crore. Who is responsible? I want to know what my Government is going to do by
bringing these laws.

When you say that one of the conditions provide that the employees should be employed for a period of not less than 240 days during the
previous year, this is a common law. In the case of others, they have said it will be 140 or 150 days. I welcome their concept. What happened to the
people who have completed 240 days? Go to the airport. Yesterday also, I have said it. The entire country is outsourcing. Let the Government be
also outsourced to someone. Let us outsource the Government to let them function. Why are we here? They do not need it. They are outsourcing.
This morning, in regard to Civil Services, we were saying that intelligent people from the corporate sector should be brought here. Bring them. Let
them appear in the UPSC exam. They do not want to go to through the UPSC exam. They are intelligent. Borrow it from the general stream. What is
this concept of outsourcing of everything going on?

People are working for 240 days years together. They do not get regularized. They get the same salary for 10 years. There is no increment.
There are no facilities. What is this going on? Are we happy about it? How do you outsource everything? Why do you not take the onus of it?

Therefore, while welcoming the idea also, I would request the Government to show its skill and show its intelligence to bring all those Public
Sector Undertakings which have gone into losses. In some of the companies, you may need PPP projects also. I can give you an example of telecom
factory where we have land banking over there. Go for a PPP project. Bring it up and show that we have generated 5,000 jobs in the telecom factory
in Bengaluru, Allahabad, wherever it is there.
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off axfiic arde Yaot w1 2Aaa &, asft At F Rt @z 2a1 § What is the division? Do you want to weaken the public sector or strengthen the public sector?
What is the whole thing about division?

HON. CHAIRPERSON: Please conclude.

SHRI ARVIND SAWANT: I am concluding in a moment. Therefore, you feel that the idea of division of the Public Sector Companies or the assets to
be transferred directly, wherever it goes, is correct but let us take the responsibility to revive them, strengthen them and create a permanent
employment structure and generate more and more employments. Thank you so much.



SHRI JAYADEV GALLA (GUNTUR): Sir, I thank you for permitting me to speak on this Bill which aims to bring in amendments to the Income Tax Act
and also the Customs Tariff Act. While supporting the proposed amendments, I would like to make a few observations.

Clause 2 is proposed to amend Section 2, Clause 19AA. The hon. Minister is only adding an explanation here to make things clear. If you look at the

Companies Act, demerger is dealt with under Sections 391-394. This Act allows companies to demerge into multiple companies. As a result of
demerger, income expenses and profits of the parent company are transferred to the resultant companies. The Income Tax Act, 1961 takes into

account these transfers from the parent company and also for the taxation of the resultant companies. The Bill clarifies that these provisions will
apply also in cases of Public Sector Company, when it demerges, and the resultant company is no longer a Public Sector Company. The explanation

to Clause 19AA makes it further clear about the demerger. So, it is only an explanation.

The second point is relating to deduction in respect of employment of new employees. The Income tax Act, 1961 allows businesses to obtain a
deduction on taxable income to the extent of 30 per cent of the cost of recruiting a new employee. The Act requires that the employee should have
been employed for a minimum of 240 days in the previous year. Now the Bill proposes to relax this duration of 240 days to 150 days for businesses
which manufacture apparel. This is probably made in view of the gloomy textile sector and continuous downtrend in exports that we are seeing. So, 1
welcome this.

The final part is relating to increasing the customs duty ceiling from 10 per cent to 40 per cent on marble, granite blocks and also slabs. It is not
increasing the rate. It is only increasing the ceiling giving the Government more flexibility to act, when necessary. The current duty is 10 per cent
and bringing the ceiling up to 40 per cent is the bound rate of the WTO.

Apart from this, I have a suggestion to make that the marble industry has been demanding for open permits and removing import limits that are
present now since the demand is 4.8 crore metric tonnes but the domestic production is only 1.16 crore metric tonnes. So, this may please be looked
into.

I would also like to take this opportunity to make a couple of points relating to tax concessions and one point relating to FRBM for my State of
Andhra Pradesh. The Finance Minister is not here but our Minister, the Member from Andhra Pradesh, Mr. Prabhu is here. I would like to seek his

attention to appeal to our Finance Minister on this point. It is at our State's insistence and the insistence of other States, the hon. Finance Minister
has set up a Committee to look into the FRBM limits. We have been asking to increase the limit from three per cent to seven per cent which will help
Andhra Pradesh to get additional borrowings and to boost public spending. I request the hon. Finance Minister, as an interim and urgent measure, to
please permit, at least, Andhra Pradesh to increase our FRBM limit to seven per cent, as we are in dire financial straits.

As per Section 94 of the AP Reorganisation Act, the hon. Finance Minister has also provided 15 per cent additional accelerated depreciation and 15
per cent additional investment allowance. However, these are not sufficient to attract substantial investment and these are not in line with the
assurances made by the then Prime Minister, Shri Manmohan Singh Ji on the floor of Rajya Sabha during the debate of the AP Reorganisation Act,
which makes it part and parcel of that Act.

I would like to remind the Finance Minister that the assurance made by the then Prime Minister was that Andhra Pradesh would get concessions and
investment incentives in line with Himachal Pradesh and Uttarakhand.

The neighbouring States are saying that this will create an unlevel playing field but I would like to remind the House and also the Finance Minister
that we are in an unlevel playing field in Andhra Pradesh. We have no capital. We have no industrial base. We need to create jobs. We need to

provide employment. We need to create urbanization. There are so many challenges we are facing, and without meeting these assurances and
giving us the industrial tax incentives, we will be in a dire strait. I would like to again appeal to the Finance Minister. Mr. Meghwal Ji, you are also

here. Please impress on the Finance Minister. We are only asking to get us to a level playing field. It is an unlevel playing field today. So, it is not fair

for other States to say that it will create an unlevel playing field. We are in an unlevel playing field. We are asking and appealing for a level playing
field. Thank you, Sir.

SHRI P.K. BIJU (ALATHUR): Thank you, Chairman, Sir, for giving me this opportunity.

Sir, I am not an expert in tax laws. But I have to pay direct or indirect tax. I would like to seek some clarifications from the hon. Minister. While
presenting the Bill before the august House, the hon. Finance Minister said that this is a very small Bill with only two or three amendments. But the
impact of these amendments is very big.

Sir, whichever Government is there, whether this Government or that, they always put forth this type of enactments in this House. They do not pay
that much attention to the poor people or the tax paying community of this country. They are always in favour of the corporates. This Bill also has
come on the Floor of this House with a similar purpose. The hon. Finance Minister has put forward an example regarding demerger of BSNL.

In the Statement of Objects and Reasons, it is explained that:

"The existing provisions of the Income-Tax Act, 1961 provide for tax neutrality in matters relating to transfer of capital asset, carry
forward of loss, claim of certain deductions, etc., in case of demerger of entities. The definition of the term "demerger" contained in
clause (19AA) of section2 of the Income-Tax Act, 1961, does not include in its scope, the splitting up or the reconstruction of a
company, which ceased to be a public sector company as a result of transfer of its shares by the Government, into separate companies,
even if such split up or reconstruction has been made to give effect to the conditions attached to the said transfer of shares by the
Government.

With a view to facilitate the splitting up or the reconstruction of erstwhile public sector companies and to give effect to the conditions
attached to the transfer of shares by the Government, there is a need to bring these types of splitting up or the reconstruction within
the scope of definition of the term "demerger"."



Sir, I want to know from the hon. Minister, "Who will demerge these companies — this Government or the private companies? Who is going to benefit
out of this? So, this is a sign of demerger of all our national assets, that is, PSUs. That will happen in our country.

This Government as well as the previous Government set up a Ministry for demerger of Public Sector Units. What happened? Nearly worth of
Rs.40,000 crore demerger happened during this period. In this Budget, this Ministry is going for Rs.70,000 crore of disinvestment in this country. It is
just because of that they are trying to give some assurance to the corporate community. The disinvestment in PSUs will leave ample scope for them
taking up these companies. That is why this Bill has been formulated and put before this House.

Sir, what is happening in and around our country? Who is going to be benefited with this law? Sir, I would like to give an example in this regard.
Here, it is talking about dismantling. Who is the main beneficiary of the fiscal policy of this Government? There is a total exemption from taxes of
5,50,000 crore in 2015-16 for the corporates. That includes 1,84,764 crore of Central Excise Duty and Rs. 3,01,688 crore of Customs Duty. The big
companies are being established in the SEZs where they do not attract certain tax laws. We do not have any interference with the companies set up
in SEZs. There is no excise duty, no income tax or any other tax. There is a complete tax waiver. Every year, they keep on giving such exemptions to

them.

We had also raised this point during the Budget debate. The revenue foregone each year is more than Rs. 5,85,000 crore. Our actual Budget is of Rs.
19,00,000 crore. Out of this, every year, up to 6,00,000 crore are being waived of for the big corporates. At the time of giving reply, hon. Finance
Minister said that while we were raising this point again and again in every Budget, they were going to cut it from the Budget document. He said
that he was going to withdraw it from the Budget document.

The second thing is very crucial. The Government has the right to impose tax or duty as per the Constitution — Entries No. 80 to 90 of the Union List
— on goods and services. I agree with that, but there is a second amendment regarding reducing the job-days from 240 to 150 a year. This will
directly affect the youth of this country. In this regard, I would like to give an example. In the unorganised sector, home-based work increased from
23.3 million in 1999-2000 to 37.4 million in 2011-12, Dismantling of this factory will harm the youth, the unemployed people of this country and the
women of this country. Volume I of the Employment Survey of 2013-14 shows that 51 per cent of men and 49.3 of women are self-employed; 29.3
per cent of men and 36.5 per cent of women are casual workers; and only 42.9 per cent of casual workers get job for 12 months and more than 50
per cent of them get job nearly for 50 per cent only. The joblessness and unemployment is increasing day by day in this country. In such a situation,
why is the Government going to reduce the days of employment? This will harm the community which is living in the rural areas and the marginalised
section of society.

Sir, I would like to ask the Government to rethink about this clause and withdraw it and get this Bill passed.

Thank you.

ADV. NARENDRA KESHAV SAWAIKAR (SOUTH GOAY): Mr. Chairman, Sir, I thank you for giving me this opportunity to speak.

I rise in support of the proposed Taxation Laws (Amendment) Bill, 2016 which has been moved by our hon. Finance Minister, Shri Arun Jaitleyji.
Before coming to the various aspects of the amendments brought in this Bill, I would like to make some remarks about the present economy. The
Indian economy is on a fast track under the visionary leadership of our Prime Minister, Shri Narendra Modiji, and Finance Minister, Shri Arun Jaitleyji.

Today, India is emerging as the fastest growing economy with eight per cent growth rate of GDP. The growing economy throws opportunities to all
the sections of society, including the Dalits, the Backward Classes, and economically-marginalised people, to accomplish their dreams as well as
their aspirations.

Sir, 65 per cent of India's population is young. We as law-makers are entrusted with the responsibility to provide a better tomorrow to the youth of
today. They are looking at us as their agents of hope and change. Keeping this mind, our Government has taken some significant steps, ranging from
FDI in some important sectors to Bankruptcy Code and, of course, the GST which was neither a need nor a demand, but the necessity of time.

Sir, the proposed Taxation Bill is dealing with three comparatively small, technical but important aspects of taxation and tariff laws. The three
taxation amendments which have been proposed are: (1) splitting up and reconstruction of the public sector companies; (2) strengthening the
apparel manufacturing industry in the country; and (3) power to the Government to fix the appropriate and effective rate of Customs Duty on marble,
granite and other slabs.

Mr. Chairman, Sir, the insertion of Explanation No. 5 in clause 19AA of Section 2 of the Income Tax Act would provide that if the reconstruction or

the splitting up of a public sector company is due to transfer of its share by the Central Government, then it would be deemed as a merger. As the
Finance Minister has stated in his opening remarks, this proposed amendment has been done keeping in mind the larger public interest and put in
use the land which has been lying idle for more than a decade.

The second amendment is to Section 80JJAA of the Income Tax Act. The apparel manufacturing industry provides employment and is capable of
praviding more employment opportunities. Our Government has recently approved a special package of around Rs. 6,000 crore for the textile and
apparel sector, to create more than one crore jobs, attract investments and also to generate exports. The present amendment will, definitely,
benefit the apparel industry, which is a seasonal business. Therefore, in its own wisdom, the Government felt the need to reduce the period of
employment to 150 days from 250 days during the previous year.

The third amendment to the First Schedule to the Customs Tariff Act would enable the Government to fix the appropriate and effective rate of the
Customs Duty on marbles and granites — from 10 per cent to WTO-bound rate of 40 per cent. This has also been done with an intention to boost the
domestic industry, as explained by the Finance Minister in his opening remarks.



Our Government is moving in the direction of creating a vibrant and sustainable economy, which would create jobs and also help the manufacturing
sector in the country. Therefore, with these few remarks, I support this legislation, which has been moved by the hon. Finance Minister. Thank you.
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SHRI N.K. PREMACHANDRAN (KOLLAM): Hon. Chairman, Sir, I rise to oppose this Bill. This Bill is intended to amend the Income Tax Act of 1961
and also the Customs Tariff Act of 1975.

My first objection regarding this Bill is about the manner in which the Bill has been introduced in the House. The Bill has been introduced even
without circulating it in the House. It is being discussed and it is going to be passed today itself. The structural formation of the entire Bill seems to
be very confusing. It is even very difficult to understand the terms which are being mentioned because it is all about matters relating to taxation. So,
definitely, this has to be more understood otherwise, it will be unnecessarily creating so many confusions.

What is the main intention of the Bill? This Bill is providing certain exemptions, concessions and also expansion of the Customs Tariff Act. If we are
providing some concessions and exemptions to some other agency or to somebody, it should be dealt with in detail. That is the point which I would
like to make. The Cabinet took all these decisions some months back. This Bill is being brought to the House very urgently. We are well aware that
the Finance Act, 2016 was passed just three months back. At that time also, this was not brought into the attention of the House. It is coming as an
urgent item. That is why, I ask as to what the urgency is in bringing this Bill at this time immediately within three months from the date of passing of
the Finance Act, 2016.

About the first amendment, I would say that Explanation V is incorporated in Section 2 and a new Explanation 19AA has been brought in. I am not
going to read the Explanation. Still, I would only seek a clarification from the hon. Minister. In his opening remarks, the hon. Finance Minister has
said that after the Videsh Sanchar Nigam Limited has been privatized, it has gone to the Tata Company. Hence, we are not able to get back the land
or we have to pay the capital tax for getting back the land.

When a company ceases to be a public sector company, it becomes a private company. Then how is the Government able to get back the land
of a company which has already been privatised? I would like to seek this clarification from the hon. Minister, I may be wrong or I am not able to
understand the terms of this Section. But on reading of Section 5 it becomes clear that the company ceased to be a public sector company. A
company which has already ceased to be a public company will be a de-merger entity and the benefit will be given to that company. That means, the
benefit is definitely not coming to the Government. I, therefore, would like to seek this clarification from the Government as to how the Government
will get the land back. That is as regards the first amendment, 19AA.

Coming to the second amendment, I strongly oppose it. I totally oppose the provision of Section 80JJAA. What is the intention of this
amendment which is before the House? If one wants to get concessions or benefits under the Income Tax Act, if one wants to get any exemption,
then the apparel industry has to provide 240 days of work. Only when they provide 240 days of work to the workers they will be entitled to get
certain concessions under the Income Tax Act of 1961. Now you are amending that provision. A new proviso has been incorporated in Section
80JJAA which says that you need not provide employment of 240 days but you just provide 150 days of work and you will be entitled to the benefits
and concessions coming under Section 80JJAA. This 80JJAA was also incorporated by the Finance Act of 2016. At that time also this has not come.
The explanation given by Shri Nishikant Dubey is that we want to boost the apparel industry in our country.

All of us know that we have the best apparel industry in Ludhiana, Tirupur and Coimbatore. These are the big centres of apparel industry. Hon.
Minister has also cited that apparel industry is of seasonal nature. According to me, apparel industry is not of seasonal nature, it is a continuous
employment. So, limiting the number of working days from 240 days to 150 days cannot be accepted. There are many other issues in respect of the
apparel industry. Even if we want to promote exports, this is only for giving incentives to the export industry, but it should not be at the cost of the
domestic industry. Growth of exports should not be at the cost of workers. When the industry is being protected, similarly the workers' interests
should also be taken care of. Otherwise, this benefit shall not be given or 80JJAA may not be applicable to those who are not giving adequate



employment to the workers.

The third amendment is regarding the Customs Duty. In the aims and objects it has been stated that the World Trade Organisation has
written two letters. I was not convinced why WTO is stipulating that the Customs Duty should be enhanced to 40 per cent. If it is being enhanced to
40 per cent, what is the benefit available to the exporting countries? Also, if we want to have the bound rate of Customs Duty, in so many other
items also the WTO stipulation is there. Will the Customs Duty increase in those cases also?

With these observations and clarifications, I conclude. Thank you.
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SHRI ASADUDDIN OWAISI (HYDERABAD): Hon. Chairperson, the taxation policy of the Government is not protecting the citizens. The Government
talks about Make In India and this particular Bill relaxes the limit to 150 days of employment for businesses which manufacture apparel. The textile
industry is the biggest provider of employment after agriculture. Nearly two crore people are employed in this sector. The biggest sufferers of this
Government policy are the powerloom sectors of Malegeon, Bhiwandi, Varanasi and Surat.

Within the Asian countries, there is an agreement that among themselves, they will not impose anti-dumping duties on import or export of synthetic
clothes. China is exporting synthetic clothes to Sri Lanka which in turn is coming to India and which is 30 per cent cheaper than clothes produced by
Indian weavers and companies; the powerloom sector in Malegaon cannot compete.

The Government has imposed anti-dumping duties on synthetic yarn imported from China and cost of importing Chinese yarn has become 20
per cent higher This is benefitting only a handful of corporates. This is not benefitting Make In India; this is not benefitting powerloom sector of
Malegaon or Bhiwandi. Because of this 20 per cent duty, the cost of production of the weavers of Malegaon is higher and hence these weavers of
Malegon, Nasik, Sholapur, Varanasi etc. cannot export their product. As a result, they are not getting fair price in domestic market.

On the other hand, you take cotton. Our statistics show that export of cotton has come down by 23 per cent. Our major exports of cotton go
to African countries. This is falling because of cheap clothes being exported by Pakistan, Bangladesh and Sri Lanka. I request the Government to
withdraw the anti-dumping duty imposed on synthetic yarn and polyester partially oriented yarn (POY) being imported from China.

Your policy is benefitting only small corporates but it is destroying the power loom industry of Malegaon and Bhiwandi. Instead, the
Government should impose anti-dumping duty on synthetic cloth being imported from SAARC countries. I will give figures. According to Textile
Commissioner, as on 31.03.2016, there are 63 lakh workers which are employed in 25 lakh powerlooms whereas man-made fibre or filament yarn
industry is providing employment to only 0.28 million and getting protection under notification issued by Department of Revenue. So, I request the
Government to come to the rescue of power loom industry of Malegaon, Bhiwandi, Surat and Varanasi. It is the biggest sector to provide
employment. Once this powerloom industry is closed, it cannot be revived. They are looking towards us that this House, and particularly this
Government, will come to their rescue because your policy is Make In India. Your Make In India policy is not helping power loom sectors. Please help
them; remove anti-dumping duty on synthetic yarn and impose anti-dumping on cotton clothes.

SHRI VARAPRASAD RAO VELAGAPALLI (TIRUPATI): Hon. Chairperson, thank you for giving me this opportunity to speak in presence of the hon.
Finance Minister. I do not want to discuss much on this Bill because it is mostly a post-mortem issue. So, I do not want to talk much about the rates.
But I want to share my grief with the hon. Finance Minister; kindly evolve a mechanism where NPAs could be controlled. I have not been able to see
for the last two years any specific steps that the Government has taken to reduce or to control the Non-Performing Assets. I am sure that NPAs are
playing a predominant role in the way of socio-economic development and economic growth. Therefore some mechanism has to be evolved either to
realize them or to write them off or to infuse more money into the banking sector. So, the amount of Rs. 24,000 crore that the hon. Minister has
given to the banking sector is very inadequate.

We know that almost eight to ten lakh crores of rupees are stuck in the NPAs and it is almost 11 per cent of the total loans. It is high time
that we gave top priority to the Non-Performing Assets. On the other hand, while the corporates are lynching the banking system, bank people are
insisting on security or margin money for small loans like MUDRA which is a very noble scheme started by the hon. Prime Minister and the Finance
Minister. Unfortunately, at the lower level, I am able to see that the small banks are insisting on margin money. I request the Government that
instructions may be given to banks and the instructions given by the Government should be displayed in each branch so that the common man is
benefitted.

Sir, the hon. Finance Minister is losing sight of the Corporate Social Responsibility (CSR). Nearly two per cent of the companies' profit should get into
society. People like us would go to various villages and companies. What these companies are doing is that in the name of small tree plantation or
school bags or some small and unproductive things, they are spending two per cent of the profits under this category. If the Government of India
could evolve a system where the Corporate Social Responsibility of two per cent is properly spent, I am sure it will definitely add to the income of
the Government of India. It will help in creating infrastructure in the housing sector in villages, drinking water, drainage system, community halls and
roads. All these things could be provided with this money.

I am sure in the name of cooperative federalism, you have increased it from 32 per cent to 42 per cent. It is a noble decision and there is no doubt
about it. But in the process what is happening is that the NREGA money which has to go to the poorest of the poor;, is not reaching the poor. In fact,
where the minimum of 150 days work have to be given to the poor for his livelihood under the Scheme, not even 30 per cent of the population is
getting it for 150 days. You forget about 350 days. I could say this with authority, at least, in respect of my Constituency.



16.06 hours (Hon. Deputy-Speaker in the Chair)

Therefore, you kindly insist on the State Governments to spend the money for the heads for which it is given so that the money is not diverted. I am
not trying to find fault with any State but in Andhra Pradesh, at least, in ten schemes, the money meant for NREGA, is being used. Therefore, it is
high time it was not allowed. It is meant for the livelihood of the common man and for 150 days work in a year. That should be achieved because not
even 30 per cent people are being covered under this scheme.

You have mentioned a penalty tax rate of 45 per cent under the Declaration of Undisclosed Income Scheme which is likely to come up in a few days
or a few weeks.

The Capital Gains Tax of 100 per cent within five years, I find it to be on the higher side. The Affordable Housing Scheme under which there is 100
per cent grant up to 30 square metres is welcome. So, overall I appreciate it.
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KUMARI SUSHMITA DEV (SILCHAR): Hon. Deputy-Speaker, thank you very much for giving me this opportunity to speak on this legislation.

We have had a very comprehensive debate on this amendment Bill, after the hon. Finance Minister introduced the Bill, on various points. The first
amendment relates to Section 219 (a) (a). It has been stated by the Government that this amendment in case of BSNL -- which is in the process of
being disinvested, or facing merger — the tax neutrality provision will apply and therefore a huge burden on the Government of paying Capital Gains
Tax on the basis of surplus land that has gone to the Government and it will save some money. Nobody as such can object to that. But I think,

without repeating it, the point that has been made by Shri Premachandran is an important point about the transfer of that land to the Government
after it has been disinvestment.

The second amendment is in relation to the manufacturing factories with a requirement of 240 days which is now being reduced to 150 days. I have
very less time at my disposal. So, I would like to ask this question. Will this be counter-productive in the sense that whereas 240 was the minimum
requirement, now will this push these industries to reduce it to 150 days and then avail that incentive? Do we dilute that requirement of 240 days?

Sir, apart from that I would like to ask the hon. Minister that we agree that when it comes to the marble and granite industries we are having to
compete with China. But in the Sixth State Review Policy of India, as prepared by the WTO, it has expressed some concern that although the
Government of India will now have more flexibility between the 10 per cent and the 40 per cent capping, the question is, will tariff become
unpredictable? That is a question that has been raised in the Report.

Sir, every Member who spoke from the Treasury Bench has applauded this Government for yet another job creating provision that has been
brought in especially in the manufacturing industry but repeatedly the mood of the House has been that while we are talking about eight per cent



growth, are we heading towards a jobless growth? Is it based on the Labour Bureau's data or is it based on your own BMS? It is consistently saying
that India is heading towards jobless growth. We have seen the hon. Prime Minister traveling abroad but we have also seen in the past that FDI
does not necessarily always add to the manufacturing growth. It is always concentrated towards certain sectors. We should be careful about that.

There is a primary promise of this Government to a country where its demography is such that 65 per cent of India is young and that is job. It was
the biggest promise of this Government. We feel that we are heading towards jobless growth. Will the hon. Finance Minister please address this
issue?

DR. RAVINDRA BABU (AMALAPURAMY): Sir, our Party has already supported this Bill wholeheartedly but I have one small doubt.

The demerger clause which was there in the Income Tax Act is now sought to be applicable to the Public Sector Undertakings also. Public Sector
Undertakings are Government Undertakings. There, the percentage of Government representation would be more than 50 per cent and therefore, all
the Government rules, reservations and other things will apply there. In case, after the demerger of the Public Sector Undertakings, the percentage
of Government investment comes down below 50, then all Government relaxations, reservations, concessions and facilities available to SCs, STs and
OBCs will not be there naturally.

Is my apprehension correct that this demerger of PSUs would also mean dereservation for the people of this country? This is my small doubt. Will the
demerger of the Public Sector Undertakings also lead to dereservation for the employees belonging to SCs and STs of these companies?

*mi18
SHRI ADHIR RANJAN CHOWDHURY (BAHARAMPUR): Sir, I have brought two amendments.

Sir, I am thankful for your gracious attitude towards me. I would like to draw the attention of the Finance Minister that so far as Explanation is
concerned, I have submitted for omission of the last two lines where it has been stated as "also fulfils such other conditions.”

You should not bring a legislation in such a cavalier manner because a few months ago, you have presented the Budget and Finance Bill and now,
you are talking about serving the interests of private entities. You have already earned the kudos of Fortune 500 companies that it is the Government
of the Corporate, for the Corporate and by the Corporate.

Secondly, hon. Finance Minister has stated that it is only to facilitate the apparel sector that this kind of a legislation needs to be brought into. I think
it will further aggravate the unemployment scenario of the apparel sector.

Thirdly, in so far as marble sector is concerned, marble industry is forced to sell out at higher prices for importing finished marble from countries like
China and Indian marble industry is seeking Rs. 2000 crores for open permit and removal of import limits. They are also seeking open general
licence. Shri Arjun Ram Meghwal is also present here, If rough marble is allowed, we can import and become competitive by re-exporting finished
marble after value addition leading to huge foreign exchange earnings.

With these words, I would like to draw the attention of the hon. Finance Minister and strongly oppose this kind of legislation which has been brought
to serve the interests of some special personalities.

SHRI ARUN JAITLEY: Sir, I am extremely thankful to a very large number of Members who have spoken on this subject.

I will broadly respond to the broad arguments which have been made and some questions which have been raised. Shri Hooda who opened the
debate had one valid point to make. He said that one of the statements that the Government has made repeatedly — he is right on that — is that
when the corporate tax rates come down, they will be accompanied by phasing out of exemptions. The reason is that our tax books are not clean.
Ostensibly, tax plus cess is about 34 per cent. But with the kind of exemptions which are given in income tax, the corporate tax rate effectively
realised in this country is about 22 to 23 per cent. Therefore, one of the intentions of the Government is that to the extent possible, except those
which are absolutely essential, the exemptions be phased out and the corporate tax rate would come down to 25 per cent. A neat 25 per cent rate
without exemptions would actually be higher than what is the position today. So, optically we are a high tax rate economy, but actually we are
recovering less. The bulk of the litigation is because of this complicated system that we follow.

He is right that it has been the policy. Now, this is in relation to the Income Tax Act.

As far as indirect taxation is concerned, the exemption today being spoken of is in the Customs Tariff Act, The Customs Tariff Act functions on the
principle that there is a bound rate and there is an applied rate. The bound rate is the maximum at which the Duties can be charged. The applied
rate is the rate at which it is actually being charged at that time. Supposing in relation to a particular item, the bound rate is 60 per cent. It means
you are going to charge Customs Duty up to 60 per cent. The Customs Tariff Act is operated by virtue of exemptions that even though 60 per cent is
the maximum - that is the roof — the actually applied rate may be only 15 or 20 per cent. That has nothing to do with the Income Tax Act about
which you are making a comparison.

Now, why is this change required in marble trade? Currently, we have transient measures, like Quantitative Restrictions, what is the quantity
that can come from outside and we have the Minimum Import Price. The MIP also exists just as when the global crisis took place recently on steel



and you had a lot of Chinese steel getting into various parts of the world, we have imposed on certain categories of steel the Minimum Import Price.
In the United States, for example, for certain categories of steel, the Anti Dumping Duty went up to 280 per cent. So, they applied only the Anti
Dumping Duty. Now, these are various mechanisms which are available.

Now, the present proposal to raise the roof is that some of these measures which we have taken, whether it is the QRs or whether it is the
MIP, are transient and there can be a re-think on the duration of these measures. Therefore, if any of these measures is removed, we should not
have a situation where a lot of international marble comes in, floods the domestic market and the domestic companies are not able to sell their
marbles. Therefore, you are raising the flexibility, creating a new head space between the present 10 per cent which is the bound rate and also the
applied rate and giving it a little flexibility by taking it up to 40 per cent. Giving it a little flexibility by taking up to 40 per cent you may not use the
entire 40 per cent but you have the flexibility to prevent a certain flush of exports getting into the country itself.

One of the questions raised was this. Will it raise prices of imported material? Well, if you have to protect the domestic industry, that is one of the
instruments available. Those consumers who are rich enough and have deep pockets to use imported marble all the time, if the prices go up, they
would probably afford to pay a little. So, Shri Hooda should not be seriously concerned about them. You will have other forms of marbles available
here itself.

About the VSNL question, if we look at the nature of the amendment, there is only an example of one company which had this kind of a clause

where as a part of the shareholders agreement the land was to be hived off from the disinvested company and put in another company. A large
chunk of this land, about 52 per cent, will come to the Government of India. How does Government get this land,
Shri Premachandran asked. The Government gets this land by virtue of its rights under the agreements which were signed in 2002. There is no
dispute. How will the land be used? When the land comes to us, it will be parked in a Special Purpose Vehicle and HPIL, a new Government company
- majority holding with the Government - has been created. The land would be parked there. Then the Government has the option to use it in many
manners.

For example, we are all aware, recently the new Moti Bagh was developed, and this gave more Government housing for senior officers. Now,
you have Kidwai Nagar, Laxmi Bai Nagar and all the Government colonies which are being redeveloped and a particular redevelopment model is
taking place. There is scarcity of Government housing in Delhi. Government officers, Judges, Members of Parliament, Ministers, all have to wait
before they get their housing. Therefore, housing for Government officers is one option; office spaces for Government can be ancther option.
Depending on the user of the land - once the land vests in a company owned by the Government - the Government will have the flexibility to use this
land in many ways. A large part of this land is located absolutely in prime areas of South Delhi. Therefore, this will be a great asset which will vest in
the Government. The object is to facilitate this transfer because commercial part of the transaction has taken place and the company was divested
14 years ago. Today, the object is that for 14 years the Government has not taken back its own share of the land. Its resource is being wasted.
Therefore, the resource must come to the Government and it must come free from any tax liability. That is the objective. There is no change. The
company today is only a land owning company. It has no employees. It is only the land, which is a notional asset of this company. It vests in a
Special Purpose Vehicle which has been created. Reservation policy will have no impact as far as this land itself is concerned.

The third important issue is with regard to garment exports. Why have garment imports shrunk? Why have imports shrunk? In international
trade, buyer lives outside the country. You sell to foreign countries. One of the big changes which has taken place in the last two or three years is,
when global trade itself has shrunk, and this shrinkage of global trade is because the countries which buy from us, their economies are adversely
impacted. So, the buyers today have less money in their pockets. That is the first reality which we must accept. The world trade shrinking, therefore,
is a global phenomenon.

There is a second phenomenon which is deceptive in the figures you read. Even their volumes of trade have increased and the values of the
goods have shrunk. So, metal prices have shrunk; commodity prices have come down; oil prices have come down. In the export basket of India,
crude oil which comes to India, is refined and sent back. Crude oil itself is 18 per cent of our export basket.

If instead of 115 US dollars, the rate is 45 US dollars, then this 18 per cent itself is shrinking. The volume will remain the same, but the values will
shrink. So, a lot of shrinkage in values also has taken place. Under these circumstances, what Members have all agreed is that textiles of various
forms, whether it is handloom or it is powerloom or it is textile apparel for exports, is an important job creator for India where millions of people are
actually employed.

Last month the Cabinet has approved a complete package as far as the growth of apparel exports and textile industry for domestic use in India is
concerned and one of the objects is to give a boost to it. Shri Deepender Hooda and Prof, Sugata Bose raised a point that in China, which was a
great global supplier of garments, the wages have gone up and, therefore, China is losing that competitive advantage because of the wages that it
had. It still has a lot of competitive advantage because there are large volumes in China and they have very modern factories.

Smaller economies like Bangladesh, Cambodia, and Vietnam have started doing well and one of the key reasons why many of them are doing well is
that in international trade, each one of them has valuation or taxation advantage over India. Bangladesh, for example, has the advantage of being an
LDC. The LDCs have their own quota and their own pricing and taxation regime. So, when the world buys from them, they have a price advantage.
Even Pakistan has a price advantage when it exports to Europe, Therefore, we start with a disadvantage of about 8 to 10 per cent. In our domestic
manufacturing for exports, when we start with a handicap of 8 to 10 per cent, with our neighbouring economies enjoying an advantage, we have to
cover up for that. So, indirectly, unless we are able to incentivise in some manner, we will not be able to compete and 8 to 10 per cent in pricing
gives you a competitive edge.

Now, a question has been raised. If 240 days become 150 days, will employment go down? The reality is that Indian garments which are
manufactured apparel for export — we can visit any of our export units — are all summer garments like skirts, blouses, western dresses etc. We are
not a great exporter of woollen garments and, therefore the nature of this trade itself is seasonal.

SHRI P.K. BIJU: But the production is there in all seasons, not only in the summer season. The production continues in all seasons.



SHRI ARUN JAITLEY: No, it is not there. Therefore, if we are to cover up for this tax disadvantage or handicap that Indian exports have as compared
to LDCs and other neighbouring competitors, we have to give our companies some kind of a tax advantage. The whole object is that because it is
seasonal in nature, if you expect them to work for 240 days to get that employment incentive, they are not able to do it. So it is only an incentive
which we have given on paper. In other industries where there is job for 365 days a year, they can avail of it. But in apparel industry, they are not
able to avail of it and that is why this additional advantage is intended to be given. Prof. Bose was right when he said that most of the people
employed in this industry are women, 70 to 80 per cent of the people employed in this industry are women. If we go to Karnataka particularly, it is
very advanced, in Gurgaon also it is very advanced and most of the employees are women. The nature of the industry is such that this tax advantage
is intended to be given to them so that the apparel industry also becomes competitive and they are able to take the cost advantage. I am sure that
with these incentives the apparel industry would be able to contribute for the creation of a large number of jobs. Sir, with these two observations, I
commend this Bill for the acceptance of the House.

HON. DEPUTY SPEAKER: The question is:

"That the Bill further to amend the Income-tax Act, 1961 and the Customs Tariff Act, 1975, be taken into consideration.”

The motion was adopted.
HON. DEPUTY-SPEAKER: The House will now take up clause-by-clause consideration of the Bill,
Clause 2 Amendment of Section 2
HON. DEPUTY-SPEAKER: Shri Adhir Ranjan Chowdhury, are you moving your Amendment No. 1 to clause 2?
SHRI ADHIR RANJAN CHOWDHURY (BAHARAMPUR): Yes, Sir.
I beg to move:
Page 1, lines 17 and 18,-

omit "and also fulfils such other conditions as may be notified by the Central Government in the Official Gazette". (1)

HON. DEPUTY-SPEAKER: I shall, now, put Amendment No. 1 to clause 2 moved by Shri Adhir Ranjan Chowdhury to the vote of the House.
The amendment was put and negatived.
HON. DEPUTY-SPEAKER: The question is:
"That clause 2 stand part of the Bill."
The motion was adopted.

Clause 2 was added to the Bill.

Clause 3 Amendment of Section 80J]JAA
HON. DEPUTY-SPEAKER: Shri Adhir Ranjan Chowdhury, are you moving your Amendment No. 2 to clause 3?
SHRI ADHIR RANJAN CHOWDHURY: Yes, Sir,
I beg to move:
Page 2, line 6,-
for"one hundred and fifty days"
substitute "one hundred and ninety days". (2)
HON. DEPUTY-SPEAKER: I shall, now, put Amendment No. 2 to clause 3 moved by Shri Adhir Ranjan Chowdhury to the vote of the House.
The amendment was put and negatived,
HON. DEPUTY-SPEAKER: Shri N.K. Premachandran, are you moving your Amendment No. 3 to clause 3?
SHRI N.K. PREMACHANDRAN : Yes, Sir.
I beg to move:
Page 2, line 6,-
for"one hundred and fifty days"



substitute "two hundred and fifty days". (3)
HON. DEPUTY-SPEAKER: I shall, now, put Amendment No. 3 to clause 3 moved by Shri N.K. Premachandran to the vote of the House.

The amendment was put and negatived.

HON. DEPUTY-SPEAKER: The question is:
"That clause 3 stand part of the Bill."
The motion was adopted.
Clause 3 was added to the Bill.
Clause 4 was added to the Bill.
Clause 1, the Enacting Formula and the Long Title were added to the Bill.

HON. DEPUTY-SPEAKER: The Minister may now move that the Bill be passed.
SHRI ARUN JAITLEY: Sir, I beg to move:

"That the Bill be passed."
HON. DEPUTY-SPEAKER: Motion moved:

"That the Bill be passed."

SHRI DEEPENDER SINGH HOODA (ROHTAK): Sir, while the Finance Minister has answered a lot of questions, regarding apparels, trays and exports,
the kind of solution that the Government is proposing is going to be detrimental to the workers. A lot of workers will lose their employment. On the
other hand, what are the measures the Government should be taking? The Finance Minister is right in saying that a lot of smaller countries are
moving ahead of us. Bangladesh, for example -- CRISIL Reports says — accounts for 4.5 per cent of international trade. India accounts for just 3.5
per cent. So, we need to look into it. The World Bank Report says that it is on account of high Duty on non-cotton fibres etc. So, all these things
should be taken care of.

HON. DEPUTY-SPEAKER: Just put your question.

SHRI DEEPENDER SINGH HOODA: This measure is just providing relief to the financially stressed companies. So, we support the Amendment of Shri
N.K. Premachandran that the number of days should not be reviewed. It is harsh on the workers providing temporary relief.

HON. DEPUTY-SPEAKER: The Amendments have already been negatived.
Now, Mr. Biju, just ask your question.

SHRI PK. BIJU : Sir, I would seek a small clarification. In the MNREGA also, we are increasing the days of work from 100 to 200. But here, it is 240.
The Minister is saying that it a seasonal job. But the production is not seasonal. It is a continuous work. These 240 days have been reduced to 150
days. The labourers are suffering. How can the labourers survive?

SHRI ARUN JAITLEY: The quantum of work can even be 365 days if you have an order. The issue is, in order to get tax incentive, you should create,
at least, 150 days of employment. So, in case, some company has orders, the number of work will depend on the number of orders. Summer clothing
orders do not come in winters. That is a global phenomenon.

HON. DEPUTY-SPEAKER: The question is:
"That the Bill be passed."
The motion was adopted.



