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Yashwant Sinha on the 15th July, 1998. Motion for Consideration - adopted

13.50 hrs.

MR. CHAIRMAN The House will now take up further consideration of the motion moved by Shri Yashwant
Sinha on 15th July, 1998.

DR. RAVI MALLU (NAGAR KURNOOL): Sir, I have given notice.

MR. CHAIRMAN: You must have given notice after 10 o'clock today.

DR. RAVI MALLU : I have been waiting to raise a very important issue, Sir. [ will take only one minute.
MR. CHAIRMAN: You will be given chance on Monday.

DR. RAVI MALLU : I have given notice to raise an important issue regarding law and order situation in Andhra
Pradesh.

MR. CHAIRMAN: I have allowed all those Members who have given notices before 10 o'clock today.
... (Interruptions)
MR. CHAIRMAN: I call Shri Motilal Vora to speak. Shri Vora, will you complete your speech in five minutes?

SHRI MOTILAL VORA (RAINANDGAON): As there was not much time to speak yesterday, I had made a
request to the hon. Speaker that my name be called today. ... (Interruptions) My name has been approved by the
Speaker. I have to be given full time now. ... (Interruptions) I will not be wasting the time of the House. ...
(Interruptions)

MR. CHAIRMAN: Nothing will go on record except what Shri Vora says.
(Interruptions)*

MR. CHAIRMAN: Dr. Mallu, your matter must be very important but why have you not given your notice
before 10 o'clock today?

(Interruptions)

*Not Recorded.

MR. CHAIRMAN: I will not allow you. I have called Shri Motilal Vora. Nothing but what Shri Vora says will
go on record. We cannot stretch "zero hour' further. Please take your seat. Please do not waste the time of the
House. Shri Vora.

(Interruptions)*

MR. CHAIRMAN: Dr. Mallu, I am requesting you to take your seat. Do not waste the time of the House. I have
exhausted the list. I have allowed all the Members who had given their notices by 10 o'clock today.

(Interruptions)



MR. CHAIRMAN: We will have to complete this item of business by 3.30 p.m. today. Private Members'
Business will have to be taken up at 3.30 p.m. Please take your seat. I will not allow you. You raise it on
Monday.

(Interruptions)
MR. CHAIRMAN: Nothing will go on record except what Shri Vora says.
(Interruptions) *

*Not Recorded.
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We have stepped up the Central Plan Outlay by Rs.24000 crore raising it from Rs.81033 crore in RE 1997-98 to
Rs.105187 crore in BE 1998-99.

Mr. Chairman, Sir, he has compared the Budget Estimates with the Revised Estimates. No doubt, he is a very
clever Finance Minister. I appreciate his cleverness. He tries to please everybody. In the same way, he has tried
to please the farmers of the country. In the Central Plan Outlay, he has compared the Budget Estimates with the
Revised Estimates of the previous year, which is non-computable.

14.00 hours (Dr. Laxminarayan Pandey in the Chair)

As the hon. Finance Minister knows it well, "the normal practice is to compare between Budget Estimates
figures of the comparable year.' He has taken the other side. "If we take into account the Central Plan allocation
for the year 1997-98 at Budget Estimates stage, it was Rs.91,839 crore. Then the step-up is not Rs.24,000 crore.'
I would like to ask the hon. Finance Minister where from this figure of Rs.24,000 crore has been raised. It is
only Rs.14,000 crore.

Everywhere, I think, the Finance Minister has tried to take credit of higher allocation of comparing the figures
between Revised Estimates of 1997-98 and Budgets Estimates of 1998-99. I think, he knows it full well that in



1997-98, the Central Plan Expenditure was reduced by Rs.10,000 crore. This Central Plan Outlay has been
enhanced. I would like to ask from the hon. Finance Minister why all this jugglery of funds and figures has been
done.
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MR. CHAIRMAN I will convey your feelings to the hon. Speaker. That is all. Please sit down. Hon. Speaker
will do it. Kindly sit down.
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">THE MINISTER OF FINANCE (SHRI YASHWANT SINHA): Mr. Chairman, Sir, I rise to reply to a very
interesting discussion which has taken place on the Finance Bill in this House spread over the last three days.

A total of 37 Members, out of which two spoke just now, participated in the discussion. As I have said, a number
of very important and interesting suggestions have been made in the course of the debate. I would like to say that
I am particularly grateful to the Standing Committee on Finance, headed by my friend, Shri Murli Deora. The
Standing Committee on Finance has examined various issues. They have submitted their Report and they have
made some very valuable suggestions. I would like to assure the House that in formulating my reply, I have
taken into account the suggestions made on the floor of the House and the recommendations of the Standing
Committee on Finance. As I said, when I moved the Bill, suggestions and recommendations have come from a
wide variety of sources including through the media.

We set out to discuss the Finance Bill, but not surprisingly, the discussion wandered into a general discussion of
the Budget which we had in the earlier part of this Session. It will not be possible for me, at the time which is at
my disposal, to go back into a re-reply of the Budget today that we had in this House.

I would, however, like to confine my remarks to two or three very important points which have been made and |
think those deserve to be responded to in this House.



Cutting across various party lines, a mention has been made once again about the impact of sanctions on our
economy and concern has been expressed about the fact that the Government somehow is concealing the facts
from the people of this country and is not tackling this problem up-front. Sir, we have had questions in this
House on this. I remember, this morning during Question Hour, my colleague, the Commerce Minister, had
something to say on this issue. On the question of sanctions, we have had other occasions also when the
Government had put its point of view before this august House. But because this matter has been highlighted
once again, I think it is important that I respond to this concern.

As the hon. Members are aware, some industrialised countries, following the nuclear tests in May, announced
different types of unilateral measures affecting our economic interests. These measures limited new bilateral aid
commitments to different degrees in different countries. The G-8 countries have also agreed to defer
consideration of new loans from multilateral institutions, except those which are described by them as basic
human needs. I would like to make a few things clear. We faced a difficult external environment in 1998. But
this 1s not only because of sanctions; the economic environment all over Asia has deteriorated very significantly
because of East Asian crisis which erupted in the middle of last year and now appears to have both deepened and
got more prolonged than was imagined initially. This is a very very important factor that we have to keep in
mind when we are talking about the external environment. The Japanese economy is showing signs of persistent
weaknesses which is worrying international financial market. The Russian economy is in severe crisis. We are
all aware of the fact that recently they have received huge assistance from the International Monetary Fund.
These developments are likely to contribute to a slow down in trade and growth of world economy as a whole.
India is obviously affected by these developments and we must recognise this reality and try to deal with it. But
we must clearly be able to distinguish the effect of these adverse international factors and sanctions. Often we
tend to mix all these and put everything at the door of sanctions. This is a point which I had made even when |
was replying to the Budget debate that this 1s something which we must remember that if India has gone ahead
and globalised during the last several years, it cannot be said now that we shall dispel and discard whatever is
not in our interest and accept only what is in our interest. You cannot do it in a globalised economy. You have to
take the bad with the good and suffer the consequences of globalisation. That is the situation that the country is
facing today.

Some concern has been expressed about the downgrading of the credit rating of India as a sovereign nation by
the Moody's. | would like to inform the House that because of the apparent slow down in exports which took
place last year and the perception that economic reforms last year were stalled, it was in February, 1997 that
Moody's changed India's outlook to negative.

It was in January, 1998, a few months before this Government came into power, that they announced a possible
downgrade, and the actual downgrading had taken place in June. Now, we came into power in March. All this is
ascribed to our door, all this is ascribed to the Budget as if there was no past and nothing happened in 1997-98. 1
am sorry that my friend and my predecessor Shri P. Chidambaram is not in the House once again. Last time, he
showed the courtesy of coming to me. ....(Interruptions) He was there in the morning. I wish he was here now
because I do not want to say things behind somebody's back. Last time, he had mentioned to me that he had to
go for a family function to Chennai and I told him that he could go. I do not know what is holding him up today.

Sir, I have deliberately avoided criticising the previous Governments. I have deliberately done so because it 1s
not in the national interest that we denigrate what has been done in the past, but certain facts have to be brought
to the notice of this House and the people of this country. We are being charged as if we are responsible for the
Moody's downgrade, for the downgrading by Standard and Poor, and by other credit rating agencies. Last year,
everyone knows, was a very bad year. What is it that I received in legacy? On the economic front, it was one of
the most difficult situations that this Government inherited and we are trying to do our best to take the country
out of this economic crisis in which we plunged last year, the year before and the year before that. Therefore, it
1s true that spreads have spread. I mean that interest rates have gone up. They have gone up for us internationally
because of this downgrade. But I would like to say that even before the Moody's downgrade actually came - the
East Asian crisis took place after November, 1997 - the interest spread went up by 250 base-points in November,
1997. I had not presented my Budget then. We were nowhere on the scene. Why did interest rates on credits for
India went up by 2.5 percentage point?



We are talking of sanctions. Shri Chidambaram talked of indirect impact of sanctions. Now, what is the indirect
impact of sanctions? The indirect impact of sanctions is that interest spreads will rise and some credits might
become more difficult. It actually went up when he was the Finance Minister by as much as 2.5 percentage
point. I had mentioned it in this House in reply to one of the questions that after the Pokhran tests, the rise in
interest rates was only one percentage point. The East Asian crisis erupted once again. The international
environment has become, as [ said, very adverse and interest rates have increased, but to suggest that all this is
happening only because of nuclear tests, all this is happening only because of sanctions is far from truth. This is
where [ would like to take this House into confidence and say that all these factors have to be taken into account.

Now, it is not that we are not concerned. I would not like to indulge in any bravado on the question of sanctions.
We are concerned. We are watching the situation. Every moment, everyday and every week, we are trying to
explain our position to these countries and we have reasons to believe that our explanations are carrying
conviction. A change in attitude is quite clearly visible. We are hopeful that as the days go by, our position as a
sovereign nation - we have not violated any international law - will be better understood. It will be better
appreciated and those countries which have imposed sanctions - there is only one country, [ have explained in
this House, which has imposed sanctions in a legal term and that is the USA - and other countries which have
reacted negatively in certain ways will change their position. Ultimately, it will be possible for the country to
come out of the present difficulties.

But I would like to make one more point on sanctions. I have made it before in this House and I would like to
repeat it once again and, that is, no project in this country, no single project which had contracted any loan
internationally which has got delayed or disrupted as a result of these sanctions - there are some US Exim Bank
loans which have got disrupted - will be allowed to suffer. I would like to assure the House with all the emphasis
at my command that we are in a position, nationally, domestically, to take care of all those projects and not a
single project will be allowed to be disrupted as a result of sanctions. We have enough money in our system, we
have enough money in foreign exchange to be able to take care of that problem. Sir, sanctions have been
imposed; fine. (Interruptions) But I would like to plead humbly with the entire House, cutting across party lines -
that let us not spread a sense of despair in this country, a sense of despondency and a sense of helplessness in
regard to these sanctions. We are a huge country. We have a huge diversified economy. This has been built over
the decades. We do not have anything to fear. We can stand to any international blackmail. This country has the
capacity to be able to withstand it.

Sir, the other point which was raised from this side, from that side and from all sides of the House when we were
discussing the Finance Bill was the question of inflation. It is very natural for Members of this House to express
their concern 1n regard to inflation, reflect on the proposals in the Budget and try and find out whether there 1s
any relationship between the two or not. There have been charges made in the course of the intervention that the
Budget is inflationary and that the present rise in the rate of inflation is directly related to the Budget.

Sir, when Shri Motilal Vora was speaking Shri Goel was trying to ask this question as to how inflation is related
to the Budget and, once again, I regret the fact that my predecessor Shri Chidambaram is not present in the
House. But [ have to refer to the fact that while speaking on the Budget and while speaking on the Finance Bill,
on both the occasions he made much of the fact that he was in total control of the situation on the price front,
that he had broken the back of inflationary expectations in the economy and that this demon was raising its head
once again, as 1f everything has gone wrong in the last 3-4 months that we have been in power and everything
was hunky-dory when he was the Finance Minister.

Sir, there has been a spurt in inflation, we know it is causing problems to the people, we share the concern
expressed in this House and we are taking various measures to ensure that we get control over inflation. But we
have to examine the nature of this inflation and we have to examine the causes as to why inflation has gone up.
Inflation goes up for various reasons. One of the most important reasons - any economist worth his salt will tell
us - for rising inflation is lack of control, lack of discipline on the fiscal front. And what is the discipline which
was shown on the fiscal front last year? Did not the Government of the day say that they would control the fiscal
deficit and keep it pegged to 4.5 per cent? Is it not a fact that instead of ending at 4.5 per cent we ended the year
with 6.1 per cent fiscal deficit and we have a slippage of that magnitude?



Mr. Speaker, Sir, then no one can prevent its impact on the economy. If Shri Chidambaram had been the Finance
Minister, he would be facing the same situation instead of preaching to me from across the House.

Now, what was the M-3 growth? Everyone knows if the money supply which is called M-3, is allowed to rise to
a level which is not within the limits of tolerance, then it will have an impact. What was the rate of growth of
money supply, namely, M-3 in 1997-987 It was 17 per cent. Everyone knows that when money supply increases
it affects the prices and inflation with a time lag of three to six months. We are facing that situation because of
the legacy that we inherited, viz., 17 per cent growth rate of M-3.

Did inflation begin to rise after this Government came to power? I have the figures here. Shri Chidambaram may
or may not take credit for the fact that in August last year, the rate of growth - I am talking of monthly figures -
of inflation (WPI) touched a low of 3.7 per cent in August. It was 3.8 per cent in September last year and then it
started rising. In January, it rose to 5.8 per cent. When this Government came to power in March, the monthly
average was five per cent. It was not that the rate of inflation was going down but when we came suddenly the
rate of inflation started going up. The rate of inflation had started going up from October, 1997 and it has
unfortunately continued to rise. But what is the nature of this inflation?

U.F. Government as compared to 1992-93?

SHRI YASHWANT SINHA: Shri Baalu, I mentioned the figure of 3.7 per cent monthly average. Let us
understand the other point because we, sometimes unwittingly or knowingly or deliberately tend to relate the
present inflation to the Budget and say that prices have gone up because of this Government's Budget. It is very
easy to make this political point. But it is not based on facts. Let us understand the nature of this inflation. The
nature of this inflation is that this 2.3 or 4 per cent rise which has taken over five per cent which we inherited is
largely accounted for by fruits and vegetables. Eighty-six per cent of the increase is accounted for by these two
categories, viz., fruits and vegetables. It is not that we are not concerned. We are concerned and the Government
has initiated a number of steps to get over the problem and make sure that the consumers get the best deal
possible. But if potato production has declined by 60 per cent, if onion production has gone down this year if the
vegetables has dried up in the fields as a result of intense heat, these are natural factors which everybody is
aware of ... (Interruptions). Please do not laugh.

SHRI ANIL BASU (ARAMBAGH): What about edible 0il?

SHRI YASHWANT SINHA: The edible oil prices have gone up for the simple reason that Indonesia and
Malaysia which are the exporters of palmolein, have run into great difficulties ... (Interruptions). Palmolein used
to be imported. It 1s a product which is on O.G.L. Why are private traders not importing under this facility and
bring down the prices? It is for the simple reason that internationally palmolein prices have firmed up. That is
why, they are not finding it profitable to import. It is because of this, the Government has decided to import 150
thousand tonnes of palmolein to bring the market prices down. That is why, this Government has decided to
reduce the import duty on edible oils by 10 per cent so that our importers could take advantage of that and start
importing. These are the measures that we have taken to bring the prices down. I can assure the House - with all
the little understanding that [ have on these issues - that I see nothing in the price rise which is a cause for
concern in the long run.

If we exclude the vegetable prices and fruit prices, then the rate of inflation would be something around 5.5 per
cent. | am determined to keep the money supply under check. I am determined to keep the fiscal deficit under
check. [ would like to assure the House that I shall not allow the fiscal deficit to slip beyond 5.6 per cent, despite
all the concessions that I have given or I might announce today. Despite all those concessions, I would like to
assure the House that I have enough cushion in my Budget not only to keep the fiscal deficit to the projected
level of 5.6 per cent, but even to be able to bring it down. That is why, we will do all, within our power, on the
monetary front, on the supply side to be able to get over this problem of inflation.

Another issue was raised here by many Members and that was the 1ssue of Centre-State relations. Since the
Central taxes are distributed to the States, it is important that this issue be raised and it is important that [



respond to that issue. The present devolution to the States is taking place on the basis of the recommendation of
the Tenth Finance Commission. ... (Interruptions)

SHRI VARKALA RADHAKRISHNAN (CHIRAYINKIL): You have appointed the Eleventh Finance
Commission.

SHRI YASHWANT SINHA: I have not even spoken on the subject.

SHRI VARKALA RADHAKRISHNAN: The Tenth Finance Commission has recommended that we should take
the aggregate tax income of five years together and then share it between the Centre and the States. The question
1s, would you implement 1t?

SHRI YASHWANT SINHA: I have not even started speaking on the subject, when I was confronted with this
question. But I would like to say that the present devolution is taking place on the basis of the recommendations
of the Tenth Finance Commission. The Government has already constituted the Eleventh Finance Commission. I
presented to the House the Terms of Reference of the Eleventh Finance Commission, and the Terms of
Reference of the Eleventh Finance Commission are very very progressive, which will get the States a much
better deal than they have been getting in the past.

Sir, the moment I took over, the House will recall, when I presented my Interim Budget in this House in March, |
announced that we shall disburse the VDIS collections to the States before the 31st of March, 1998. I stuck to
that promise and I have distributed it. In fact, I gave them more than what was perhaps warranted. I did not even
wait for the full accounts. Now, this is the attitude which this Government has that we want to help the States.
The recommendation which has been supported by all the parties, the recommendation which has been adopted
by the National Development Council that the States should get 29 per cent share in the Central taxes calls for a
Constitutional amendment. I have introduced in this House a Bill to that effect the other day and, I hope, when
that Bill comes up, we will be able to pass it with unanimity. I would like to inform the House that based on 29
per cent devolution, the States will be able to get a much better deal than they are getting at present. That is the
commitment of this Government.

A large number of issues have been raised. My good friend, the former Chief Minister of Bihar, Shri Lalu
Prasad, is not here. He had given a very vigorous speech in the House on the Finance Bill. He had raised various
issues. One of the issues that he raised was that there must be land to the tiller, forgetting that land reforms or
revenue is an issue which is a concern of the State. He had been the Chief Minister of Bihar for seven long years
without doing anything in that regard. It is very easy to start preaching when you go from this side to that side.

SHRI A.C. JOS (MUKUNDAPURAM): Now, you realise it!
SHRI YASHWANT SINHA: We were preaching you from that side. We have not gone back from here.

When I was responding to the Budget debate, I said that there 1s hardly anyone in this House, any party or any
formation in this House, which has not been in Government before and which has not been supporting a
Government.

Therefore, we all must talk with a sense of responsibility. It is very easy to criticise, and it is very easy to preach
when you are not in power. But it is very difficult to implement when you are in power... (Interruptions)

Now, I come to the Finance Bill. (Interruptions) I have already spoken. Probably you were not here. I spoke at
length on infrastructure.

The broad approach in the Finance Bill represents the continuation of the tax reforms initiated by previous
Governments and I have no hesitation in accepting it. Government is a continuous process. In the medium term,
our objective is to have laws which are simple and transparent and improve the quality of tax administration. At
the same time, Tax-GDP ratio which continues to be below 10 per cent must be increased significantly to enable
the Government to pursue a policy of fiscal prudence. Within this framework, the proportion of direct taxes to



gross revenues of the Central Government has also to be suitably enhanced along the lines of all other countries
undertaking major tax reform initiatives.

Our policies contained in the current year's Finance Bill are designed to lend stability and continuity of rates of
direct taxes -- a point which I made when I presented the Budget -- enabling individuals and corporates to
undertake sensible planning. To widen the tax base significantly, the application of one by six criterion has been
made which would increase the total number of people who filed their income-tax returns by 50 per cent,
according to our estimate, in three years. Simultaneously, the mandatory application of a Permanent Account
Number is a major step in minimising incidence of tax evasion and coupled with rapid computerisation,
represents a major effect in modernising the direct tax structure. Declogging of the system to realise the revenue
locked up in innumerable litigations and bringing about an attitudinal change in the relationship of tax
authorities with assessees remains a major priority. As a result of this effort, the direct tax - GDP tax ratio will
increase from 2.91 per cent in the RE of 1997-98 (excluding VDIS collections) to 3.03 per cent in the current
year. Over the medium term, the rise will be more significant, as the exercise to widen the tax base gets going.

I would like now to respond to the suggestions which have been made in regard to my proposals relating to
direct taxes. Much as I would like to positively respond to all representations for tax exemption, the economic
compulsions of moderate tax regime for better compliance by the tax-payers, and bringing about a higher tax-
GDP ratio, to bridge the fiscal deficit, restrain me in contributing further to the complications in the fiscal
management. After carefully evaluating all the valuable suggestions received, I am moving certain amendments
to the Finance Bill.

The Finance Bill proposed to withdraw the status of "not ordinarily resident". It was also proposed to withdraw
the exemption available in respect of interest paid on external commercial borrowings. The provisions relating to
the status of NOR had lived for a long time on our statute book. A resident Indian going abroad and acquiring
the status of non-resident for a few years continued to enjoy the benefit of exemption of foreign income after
returning home after nine years. However, it has been represented to me that these proposals, if approved, may
adversely affect Government's effort to encourage investment of NRIs in India. The burden of taxes in respect of
External Commercial Borrowings would eventually pass on to the Indian Corporate sector and this would be to
the detriment of the economy and especially in view of the adverse external environment, I propose to restore
the exemption of NOR category and also in respect of interest paid on External Commercial Borrowings.

The proposal to withdraw the levy of Gift Tax on gifts made on or after 1st day of October, 1998 has been
welcomed widely. The Finance Bill also contained proposals to tax gifts as deemed income in the hands of
donees. This proposal was mooted for the reason that the abolition of Gift Tax may give opportunity to the
people to split their income. The donor-based Gift Tax was also being misused for obtaining bogus gifts from
different persons. However, I have received a number of representations raising large apprehensions in the mind
of the public with regard to the taxability of gifts as deemed income. Responding to the suggestions and
comments received in this regard, I propose to withdraw the proposal to tax the value of gifts as income of the
recipient. Consequently, all the gifts made on or after 1.10.1998 shall be free from any tax. I hope that this tax-
payer friendly measure would be welcomed by the hon. Members of this House.

In the Budget, I had proposed that the blanket exemption available to educational and medical institutions be
withdrawn. The proposal stipulated that these institutions will have to file their returns of income and make an
application after adhering to certain conditions which are similar to those prescribed for persons deriving income
from property held for Charitable or religious purposes. This proposal emanated from the background that a
large number of educational and medical institutions exist as profitable commercial ventures. But they continue
to enjoy the exemption without filing the return of income tax. However, the proposal invited a large number of
representations stating that this would impose hardship on small educational and medical institutions which will
have to go to the Income Tax Office time and again to avail the tax exemption with all its attendant
consequences. In response to these suggestions, I propose that all educational and medical institutions, which are
financed and managed by Government, should continue to enjoy the benefit of exemption. Other institutions,
whose annual receipts do not exceed rupees one crore per annum which 1s proposed to be prescribed in the rules,
should continue to avail of this exemption as in the past. But the remaining educational and medical institutions
would be required to follow the same conditions as are prescribed for Funds, Institutions and Trusts established



for Charitable purposes or for public religious purposes. Hence these institutions would be required to make an
application to the prescribed authority for grant of exemption. To enable these institutions to shift their
investments to specified investments and not use the funds to take over companies, I propose to give them time
until March 2001 which is a long enough time. I hope these proposals would also be welcomed by the House
and by the medical and educational institutions and they would go a long way in obviating their difficulties.

In the Budget, it was proposed to discontinue the weighted deduction for scientific research and development
expenses as it would be difficult to monitor the eligible expenses. This is a point which Shri Chidambaram as
also the other Members made. In response to requests from the industry as also the Department of Scientific and
Industrial Research, and the points made here by the hon. Members, it is proposed to extend this tax benefit up
to 31st March, 2000.

In the Finance Bill, several tax benefits were proposed for the housing sector. In response to various
representations including suggestions from the Ministry of Urban Affairs, these provisions have been suitably
modified.

The Finance Bill had proposed to extend tax holiday to Radio Paging Services and Domestic Satellite Owners.
Now it 1s proposed to extend this benefit also to Trunk Services and EDI services.

A number of representations were received against the proposal to substitute the fair-market value of land with
the value adopted by State Government authorities for the purpose of stamp duty for calculating Capital Gains.
These representations point out that as the circle values fixed for the purpose of stamp duty are arbitrary, a large
number of bona fide transactions shall be affected by the proposed amendment. The value of properties fixed by
the State Government do not always represent the fair-market value. I agree with the apprehensions expressed in
this regard and hence withdraw the proposal to calculate capital gains tax on the basis of circle rates of stamp
duty.

The proposed Kar Vivad Samadhan Scheme evoked intense discussion in this House as also it, in fact, evoked a
positive response from a large number of organisations and tax professionals.

The lack of clarity in regard to waiver of interest and penalty in relation to settlement of tax arrears under the
Indirect Tax enactment is being taken care of by re-wording the relevant clauses of the Finance Bill. I have also
carefully considered the suggestion emanating from various quarters including the Standing Committee of
Parliament on Finance to extend the scope of this scheme so as to include tax disputes irrespective of the fact
whether tax arrears are existing or not. But as I said, there are two elements. One is litigation and the other 1s
arrears -- Kar and Vivad. If both are not present, then it is very difficult to accept this. The scheme is not
intended to settle disputes when there is no corresponding gain to the other party. The basic objective of the
scheme at this point of time cannot be altered. We will see what experience we gain from this. And if there is
anything which needs to be done, we will come back to the House later when I am presenting the Budget for the
next year.

I would like to make one point clear here because a lot of apprehension has been expressed in this House. We are
not taking away anyone's right. If somebody has paid tax and has gone in appeal, it is because he has a strong
case. [t is quite likely that he might win. If he wins and we have to return the money, we shall certainly do so.
Maybe, he will end up getting a better deal than what we will give him under the Kar Vivad Scheme.

My attempts to make available tax concessions to business reorganisations where proprietary concerns or firms
are succeeded by a company, have been widely welcomed. It has also given rise to the growing demand to
extend such concessions to business reorganisations involving restructuring and demerger of companies for
rationalisation of production system and better utilisation of resources. While I am supportive of the need for tax
concessions for such reorganisation of business, the subject is quite complicated and requires careful evaluation
of tax issues so that the tax incentives are not misused for reasons other than genuine restructuring of business. [
am setting up a Committee to examine the 1ssue of business reorganisation in its entirety. The recommendations
of the Committee will be examined and incorporated in the next Budget.



The proposal to make it obligatory to quote the Permanent Account Number for certain transactions was made
with a view to ensure better tax compliance. However, I accept the suggestion that certain categories of persons
such as agriculturists and foreign tourists should be exempt from these provisions. To mitigate the hardship to
persons who are not having a Permanent Account Number or a GIR number, I propose to provide that such
persons can file a declaration and also proof of their identity, if the transactions are made in cash. There are
representations from the members of the stock exchanges that the limit of Rs.50,000 for transactions in shares 1s
too low. I propose to raise this limit to Rs.10 lakhs in the notification to be made in this regard.
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SHRI MURLI DEORA (MUMBAI SOUTH): Banks are insisting on this Permanent Account Number.

SHRI YASHWANT SINHA: That is wrong. We will issue clarifications to the banks that they cannot insist in
law, on new clients coming to them, to quote their PAN. If they do not have a number, they do not have.

SHRI MURLI DEORA : Shri Raja Chelliah who was the Chairman of the Committee, which went into this,
himself told this. He has made a statement that banks are insisting on this.
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Sir, several other changes have been made in response to demands and suggestions received. These include
making the amendment with regard to valuation of inventory prospective, extending the tax concession to
investment by financial institutional investors to unlisted securities and making donations to National Culture
Fund 100 per cent exempt, a recommendation which I received from my colleague, the Human Resource
Development Minister. In addition to the proposals made in the Budget, suggestions for further tax benefits have
been received. The proposals made with regard to Section 10(23G) of the Income Tax Act have invited various
suggestions from different quarters. I have examined those suggestions and I propose to modify proposals
relating to Infrastructural Capital Funds. The income of such funds including Capital Gains would continue to be
exempt if the investee company or the company in which these funds have been invested, are wholly dedicated
to this exemption. This exemption would also be applicable in respect of the secondary market transactions.
There would be no restriction on lending institutions. This is an important point. There would be no restriction
on lending institutions and the provision for a three year lock-in period for venture capital funds is proposed to
be removed. Development of infrastructure is necessary for the country's economic and social development. And
hence to give a boost to infrastructure project, it is proposed to include them as eligible business for purposes of
this exemption.

The Task Force set up by the Government on Information Technology, and I have taken the House into
confidence the other day about the proposals that we were having in that regard, has recommended that benefit
as allowed to "supporting manufacturers" under Section 80 HHC may also be extended to "supporting software
contractors" under Section 80 HHE. To further augment the country's software export drive, similar benefits are



being extended to supporting software contractors. Other concessions announced by me at the time of
commending the discussion on the Finance Bill have also been suitably incorporated in the proposed amendment
of the Finance Bill

Mr. Speaker, Sir, now, I come to the area of Indirect Taxes.
SHRI MURLI DEORA (MUMBAI SOUTH): One minute, Sir.

Those who are owning the telephone, they are included to pay the tax or they have to file the return. An 85-year
old freedom fighter who gets telephone at half the rate is asked to file the tax return now. It is just not possible.
So, please make clarification on this. Several freedom fighters have come and represented to us whether this will
entitle or this will be obligation on them to file the tax returns.

SHRI YASHWANT SINHA: Sir, I am glad that Shri Murli Deora has raised this point. I would like to clarify
that it is not the intention of the Government to harass anyone. And, therefore, we have already taken a decision
that elder citizens, senior citizens will be exempted from this category -- it is just on one telephone -- and we
will take care of that properly.

As the House is aware that in the last few years, several creditable steps have been taken to reform the indirect
tax structure. The rates of excise duties have been moderated gradually and the excise duty structure
considerably rationalized. In order to reduce the cascading effect, MODVAT credit scheme has been extended in
its scope and coverage and procedures have been simplified. Sir, I may mention that on the customs side I have
inherited so many things and I am saying this because it has been pointed out as if I do not know what I have
done with the tax rates. I have spoiled...

SHRI MURLI DEORA (MUMBAI SOUTH): Now, Shri P. Chidambaram has come... (Interruptions)

SHRI YASHWANT SINHA: It has been pointed out as if [ have done violence to the reforms in the tax system
which has been carried on so efficiently in the past years and all that. I may mention, Sir, | have inherited the tax
structure on the customs side with seven main rates of basic customs duty ranging from 3 per cent to 40 per cent.

This includes two isolated rates of three per cent and five per cent. I have added one single commodity at 35 per
cent and retained the tax structure as such. The perception that I have distorted the tax structure is far from true. I
have only made adjustments in duties within the pre-Budget tax structure handed over to me.

I also wish to clarify to the hon. Members the point which I took opportunity to clarify yesterday that once we
have signed the WTO agreement, we are committed to follow the binding. It is in this context that the rate of
customs duties on products like whisky and other liquors have been moderated. It is not that I have shown any
deliberate preference for this particular sector. I would request the hon. Members to appreciate that the Budget
proposals in this context have to be judged in a proper perspective.

Many hon. Members, including my distinguished predecessor, have questioned the justification for a Special
Additional Duty of Customs.

SHRI MURLI DEORA (MUMBAI SOUTH): Dr. T. Subbarami Reddy had also raised this point.
SHRI YASHWANT SINHA: Yes, Shri Reddy also mentioned this point.

SHRI MURLI DEORA (MUMBAI SOUTH): He was very upset because you went away.

SHRI YASHWANT SINHA: I know that I went away.

SHRI MURLI DEORA (MUMBAI SOUTH): But he is satisfied that the Press has covered his speech.

SHRI BASU DEB ACHARIA (BANKURA): There has been an extensive coverage of his speech by the entire
Press.



SHRI YASHWANT SINHA: I was referring to my distinguished predecessor because he is the one single person
in this person who I expect will appreciate and understand the difficulties which I face. The others may not be
understanding to that extent because he was the Finance Minister for about 125 days or 120 days before me. The
ink is not yet dried on what he wrote on the files. I expect better understanding, better appreciation of the
problem that I face. He has suggested that it is a very regressive tax. Other Members have also talked about it.
Shri Prithviraj Chavan also talked about it that these are regressive taxes and that I should do away with them.

I would take some time to explain once again what is the rationale behind it and what is the coverage of this tax.
Shri Chidambaram imposed a duty of 2 per cent across the board in his Budget of 1996 which he raised to 5 per
cent through an ordinance in September 1977. Maybe, he had good reasons to do that. But if that 5 per cent was
not inflationary, then how can this 4 per cent be inflationary? If his fiscal deficit was not inflationary, how can
my fiscal deficit be inflationary? If everything he did was virtuous, how is it that my doing the same things
become vicious? This is something which I do not understand.

The House is aware that the country has a heterogenous commodity taxation structure. I wish to assure the
House that the Special Additional Duty of Customs 1s designed not as a protectionist measure. This is how it has
been projected - Swadeshi tax, this and that. If I wanted to impose a Swadeshi tax, then it would have been much
different from this 4 per cent. This is not a protectionist measure. But it is meant to remove the disability which
1s suffered by indigenous goods on account of Central Sales Tax and other local taxes. This is a point which I
made up-front. I did not conceal this. I consulted the various Chambers of Commerce, various people in trade
and industry. When it was represented to me that this was not just 8 per cent which was what it was originally,
but it was much higher than 8 per cent and that certain sectors of our industry were suffering, then we took this
conscious decision. I would like to assure this House and the people of this country through this House that it
cannot be the policy of this Government, as indeed it should not be the policy of any Government of this
country, that we should build new industries on the ruins of existing industries.

We will not allow that to happen. If Indian industry has been protected, if Indian industry has functioned in a
totally protected environment, that is not thanks to us but thanks to you for forty to fifty years. Indian industry
needs a little more time to adjust and this Government is prepared to give it that time.

PROF. P.J. KURIEN (MAVELIKARA): I fully appreciate what you said. You said that Indian industry should be
protected. Of course, that is not by changing the policy.

The tax which you have proposed now is for a level-playing field. If this is so, I am bringing before you a
specific case. As a result of import of polyurethane in Kerala and the other Southern States, about 300 small
scale industries are suffering. The rubber growers are suffering because polyurethane is imported at a very very
lower rate. I requested your predecessor, the former Minister of Finance to change it. I confess that he did not do
it. I am making a request to you. Will you consider it? Two lakh rubber growers in the South are suffering
because of this. Three hundred small scale industries are suffering. I agree with this particular policy that you
have mentioned. Will you consider it on the basis of this policy so that these small scale industries which are
about 300 in number do not suffer? You may just increase the import duty of polyurethane and allied chemicals.
Will you consider this?

SHRI YASHWANT SINHA: This is a very very specific and pointed question but I will talk about general
principles.

PROF. P.J. KURIEN (MAVELIKARA): Why do you not consider it?
SHRI N.K. PREMACHANDRAN (QUILON): General principles are applicable to specific cases.
SHRI BASU DEB ACHARIA (BANKURA): For a specific question, the reply should also be specific.

PROF. P.J. KURIEN (MAVELIKARA): I gave you an example to illustrate your own concern. So, why do you
not react? Why do you not try and impress that you are sincere?



SHRI YASHWANT SINHA: I am not able to react because you are not giving me a chance to react.

I have said this in order to mitigate the disability which Indian industry faces as a result of the Central Sales Tax
and other local taxes. Why did I roll it back to four per cent and earn the sobriquet, ‘roll-back Sinha', in the
media? I did it for a very simple and very strong economic reason and that reason is that the rupee had
depreciated in the meanwhile and I took that into account. I tried to be honest. I did not stand on prestige. I said:
"I will roll it back to four per cent.'

Professor Kurien, I now come to the specific question which you have raised. My point is, this is the principle
and we will examine it. We have received a number of representations in regard not only to the items you have
mentioned - I cannot even pronounce it properly - but we have received representations in regard to various
other items also. This is a power which the Government has under the statute and the rules in this Finance Bill. It
is not our intention to hurt Indian industry by this process. If something which we have done to help them starts
hurting them, any responsible Government must look at it. The suggestion and the point that you have made is
something which shall be definitely looked at with keenness by us.

Similarly, on the excise duty, the pre-Budget tariff included eight main rates of excise duty ranging from five per
cent to forty per cent. There are a few isolated rates applicable to individual commodities. I have not done
anything to cause disturbance to the on-going reform process of our excise duty. I have not raised the number of
rates. On the other hand, I had very much desired to further rationalise the excise duty structure and bring
compression to a number of rates. But what was the problem that I faced? When I looked at any product, I found
that it was going through a slow down, the performance was sluggish, the industry was facing a crisis. It is this
which prevented me from strongly achieving that congregation towards the mean rate. But I would like to assure
the House that the three rate structure is the direction in which this Government would like to move and when
the situation improves, that will be the kind of exercise that we shall undertake in the field of excise.

I wish to respond to specific issues. (Interruptions)

SHRI PRITHVIRAJ D. CHAVAN (KARAD): You have not answered as to why you have excluded trade on the
customs side. Secondly, why is this duty non-MODVATable? Because it is counterveiling duty. Also, on the
excise duty side, the five per cent disallowance has not been answered.

SHRI YASHWANT SINHA: I need a little time. Various Members have made various specific points. I am
keeping them towards the end. If I have time, I will respond.

I have given very careful consideration to the suggestions made by the hon. Members. On seeing the
overwhelming response in regard to some of these items, I am persuaded to restore some of the exemptions.
Accordingly, I propose to restore the excise duty exemption on branded ghee, skimmed milk powder, butter and
cheese. Many hon. Members from this side as well as from that side, including the Leader of the Opposition, had
personally requested me to consider this point. ... (Interruptions)

To remove the anxiety of many hon. Members, I hasten to add that the excise duty that was imposed on
sweetmeats and namkeens stands withdrawn. Branded spices shall also be now free from excise duty.

I also restore the exemption to coir mattresses and writing ink. Spectacle lenses shall be exempt from excise duty
as before except costly frames, not lenses, above the value of Rs. 500.

I propose to reduce the excise duty on medical furniture from thirteen per cent to eight per cent. Many hon.
Members cutting across party lines have suggested withdrawal of excise duty on packaged tea. ... (Interruptions)
I have decided to meet their demand half way. Henceforth, tea packed in packages upto 100 grams shall continue
to enjoy exemption from excise duty. Packages above 100 grams and upto 25 kgs. shall attract excise duty of
eight per cent.

I would like take the House into confidence. Let us not make much of this point. I had detailed discussions with
the representatives of the tea industry. I asked them a simple question: What has been the rise in the price of tea



since 1991 when the duty was withdrawn? Do you know what it is? It is more than 100 per cent. If industries
raise the price of tea, it is customer friendly and if the Government imposes a small duty, it becomes very
unfriendly. This should not be the argument which any responsible person, at least not the Members of
Parliament, should back.

In my Budget proposals, I had raised the excise duty on marble slabs and tiles from Rs.30 to Rs. 40 per sq.
metre. My friends from Rajasthan may kindly note that I propose to confine the higher rate only to slabs and
tiles of value above Rs. 400 per sq. metre.

Textiles 1s the core sector of our industry. In my Budget proposals, I had announced some duty concessions to
this industry. I wish to announce some further concessions. I propose to raise the duty free exemption for shoddy
fabrics and shoddy blankets from Rs. 100 to Rs. 150 per sq. metre. Fabrics produced in 100 per cent Export-
Oriented Units from indigenous raw materials and sold for domestic consumption shall henceforth be charged
excise duty at the normal excise rate and not at the rate related to customs duty on imported fabrics.

I also reduce the rate of compounded levy for embroidered fabrics from Rs. 60 to Rs.45 per metre length of the
machine per shift.

For the textile sector, I have also some proposals on the customs side. I propose to reduce the customs duty on
carpet grade wool, flax fibre and nylon tyre yarn by five per cent ad valorem. As a singular exception, I propose
that the general restriction of five per cent in the availability of MODVAT credit that I had proposed in the
Budget shall not apply to POY used as input for making textured yarn and to the removal of yarn and fabrics
from one factory to another by multi-locational composite mills.

... (ZF4M)
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SHRI YASHWANT SINHA: In order to encourage the use of pre-fabricated buildings, I exempt such buildings
and their parts from the levy of excise duty. I am glad that my colleague, the Urban Affairs Minister is present
here now. The excise duty that was imposed on specified tyres for animal drawn vehicles also stands withdrawn.
I have made certain changes in the scheme of excise duty exemptions on specified copper alloys in order to help
deserving sectors of user industry.

I also propose reduction in the rate of excise duty applicable to fire works from 18 per cent to 13 per cent.

I have received representations about the service tax on tour operators. My colleague, the Tourism Minister is
here. He informed me yesterday that they were going to have a "Visit India Year', from the 1st of April 1999 and
that tour operators will have a major contribution to make, so as to make that "Visit India Year' a success. In
deference to his wishes, I am giving an exemption to tour operators from service tax for a limited period, for this
year and the next year only.

I restore the exemption from basic customs duty on glazed newsprint. I also propose to exempt four specified
drugs for AIDS treatment from customs duty. I have decided to reduce the burden on aluminium scrap which is
energy saving. This would henceforth be subject to basic customs duty at a concessional rate of ten per cent. |
also propose to reduce the customs duty on carbon black feed stock and methanol by five per cent ad valorem
and bring them in line with all feed stock. In order to reduce the cost of production of paper and newsprint, |
propose to exempt waste paper imported by actual users from the special duty of customs.



In my Budget proposals, I had raised customs duty on kerosene imported for parallel marketing to 32 per cent. |
have received representations that imported kerosene is also used as feed stock for extraction of N-Paraffin
which, in turn, is used for making LAB, an important input for detergents. It is argued that the customs duty
burden in this case would add to costs which should be avoided by exempting customs duty in this case. In
response to this demand, I have decided not to collect customs duty on the quantity of kerosene actually
consumed for such purposes. On the remnant, no duty will be payable if it is sold to public sector company for
PDS.

The proposals relating to excise duties are estimated to result in a revenue loss of Rs.192 crore in one year.

The customs duty changes estimated to result in a revenue loss of Rs.71 crore in a year. The above proposals
relating to changes in excise and customs duties shall be given effect from 18th July, 1998 except for the one
relating to kerosene for which notification will be issued in due course of time. Copies of the notifications shall
be laid on the Table of the House in due course.

I am also proposing certain amendments so as to rectify some drafting errors in Finance (No. 2) Bill, 1998. As |
said in the beginning, a number of points have been made by hon. Members of the House. Since I have little
time, [ would like to respond to that briefly.

THE MINISTER OF PARLIAMENTARY AFFAIRS AND MINISTER OF TOURISM (SHRI MADAN LAL
KHURANA): Sir, under Rule 388 of the Rules of Procedure and Conduct of Business in Lok Sabha, with your
consent, I move that, in order to enable the House to complete important financial business, Rule 26 relating to
Private Members' Business be suspended.

MR. SPEAKER: If the House agrees, it may be suspended.

THE MINISTER OF STATE IN THE MINISTRY OF RAILWAYS, MINISTER OF STATE IN THE
MINISTRY OF PARLIAMENTARY AFFAIRS AND MINISTER OF STATE IN THE MINISTRY OF
PLANNING AND PROGRAMME IMPLEMENTATION (SHRI RAM NAIK): It is only for completing the
Finance Bill....(interruptions)

SHRI BASU DEB ACHARIA (BANKURA): For half-an-hour, it may be suspended...(interruptions)

AN HON. MEMBER: Till what time?
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MR. SPEAKER: It is only till the Finance Bill is passed.
SHRI BASU DEB ACHARIA (BANKURA): If it is till the Finance Bill is passed, then it is all right.

SHRI YASHWANT SINHA: Now, a point was made by my friend Shri Chavan that various lobbies were in
operation and the tax rates have been increased or decreased under the pressure of lobbies. I would like to assure
him and reassure him repeatedly that no lobbies are at work. Even if they are at work, nobody has the capacity to
influence this Government. We have taken our decisions in the best interest of the economy of this country and
no lobby has been allowed to prevail and no lobby shall be allowed to prevail in future also.

It has been pointed out that revenue targets may not be achieved. This point is something which I cannot answer
now. The Budget has just begun. I am confident at this point of time that the revenue targets shall be achieved.

There is another point made by my distinguished predecessor and even Shri Chavan that the moment the Budget
was presented, there was thumbs down signal given to the Indian economy. Just because there was some decline



in sensex, that was a thumbs down signal! I have earlier explained the position but much has been made of the
fact that foreign investors are fleeing this country. They are leaving in droves and that millions of dollars are
being withdrawn from this country. I have some figures here which I would like to quote for the benefit of the
hon. Members of the House.

The East Asian crisis erupted last year. As a result of that, in November, 1997, 111 million dollars were
withdrawn in one month. In December, 155 million dollars were withdrawn. In January, 1998, 81 million dollars
were withdrawn. It turned positive in February, 1998 and March, 1998. It turned slightly negative in April. It
was around 24.90 million dollars. Before the Budget was presented in the month of April, because of the factors
entirely unrelated to the Budget, net disinvestment by Foreign Institutional Investors was 216 million dollars.
After the Budget, in June, it came down to 206 million dollars. If the Budget was the reason, then this figure
should have gone up. I am happy to inform the House that until 15th July, the net outflow of FIIs has been only
0.80 millions. So, that trend has been stopped.

I would tell the hon. Members with all the frankness and emphasis that are there at my command that this is not
related to Budget. After 1st of June, it was said that anything that happened in the country was because of the
Budget.

I said, "Thank God, nobody is saying that the crisis in Japan is also because of the Budget presented by
Yashwant Sinha. And the crisis in East Asia is because of the Budget presented by me!

Let me assure you that the choices before me are very clear. I could have treaded the path of the previous
Governments. I could have kept infrastructure investment low. I could have kept agricultural investment low. I
could have kept small-scale industries stalled. I could have kept housing sector by giving it the step-motherly
treatment. I decided not to do it because it was not in the interests of the economy of this country to do so. We
wanted to give a push to the economy of this country. It is most unfortunate that in the last many years, no major
investment has taken place in this country either in the private sector or in the public sector. The Government
abandoned its role. They said, "The public sector will not make investment and the private sector investment
could not take place because no clearances were forthcoming." What happened to fast tracks is something which
is well known not only in this country but also throughout the world. We are trying to encourage both kinds of
investments.

Much has been said about IEBR. I will make sure that we fulfil our targets. I will make sure that we put on
stream immediately all the schemes which are on the shelf and which are in various stages of approval both in
the public sector and in the private sector. And it is possible by giving encouragement to housing, by giving
encouragement to agriculture, by giving encouragement to rural development, and by giving encouragement to
all the sectors of the economy. It is the intention of this Government to see that we impart momentum to this
economy and take it out of the slow down phase in which it has been caught. That is the direction in which this
Government shall continue to move under the able guidance and leadership of our Prime Minister.

A very important point was made by my friend, Dr. T. Subbarami Reddy. This was in regard to Foreign
Exchange Regulation Act. I would like to assure the House that we have taken a decision to bring an amendment
to the Foreign Exchange Regulation Act to convert it into the Foreign Exchange Management Act as well as the
Anti-money Laundering Act. We have considered those suggestions. They are in the last stages of examination.
It is my intention to bring them before this House in this Session. So, we shall take all the steps which are
necessary to realign our laws and policies and to see that we give a push to the economy of this country.

SHRI MURLI DEORA (MUMBAI SOUTH): What about insurance? ... (Interruptions)
MR. SPEAKER: There is no time please.
... (Interruptions)

DR. T. SUBBARAMI REDDY (VISAKHAPATNAM): Sir, the most important thing about which the entire
House should know is this. I understand that ten lakh tonnes of sugar are available in the market today for free



sale. I understand that a substantial quantity of sugar is being imported from Pakistan. I also understand that the
customs duty being imposed now is less than the money that the Indian manufacturer is actually paying for
sugar. The All-India Sugar Mills Association is feeling very much concerned that if it continues, it might kill the
indigenous sugar industry. Therefore, I pointed it out yesterday. But I am surprised that the hon. Minister of
Finance has totally ignored this point.

There will be 12 per cent customs duty on imported sugar whereas the tax on sugar manufactured in our country
will be 20 per cent. Please clarify it.

SHRI YASHWANT SINHA: This was not in The Economic Times today!

SHRI K. YERRANNAIDU (SRIKAKULAM): Sir, I and some other MPs represented regarding reduction in
duty from ten per cent to five per cent on import of pulp. The former Minister of Finance imposed it at the rate
of ten per cent. On representation, he reduced it to five per cent. This year again, it has been raised from five per
cent to ten per cent. We have again requested about it. But there is no mention about that.

SHRI PRITHVIRAJ D. CHAVAN (KARAD): Sir, I am trying to help the Minister of Finance. All the hon.
Members have asked him to lower the customs duty and excise duty and he will lose revenue. I am asking him
to increase the customs duty. Why has he excluded trade from the special customs duty? On behalf of the
manufacturing sector of this country, I am pleading not to introduce this distortion.

SHRI YASHWANT SINHA: Shri Chavan, the simple reply to that is the philosophy under which this tax has
been imposed. When the traders import goods into this country they are required to pay tax. Under the rules, we
would be making enough provisions to ensure that they pay taxes. This is in lieu of the sales tax and therefore it
cannot be imposed on the traders. That is the simple logic.

To the point made by Shri Reddy about sugar, I would like to submit that it is this Government which imposed a
duty on sugar. The hon. Member knows that sugar was being imported absolutely on zero duty. We only have
imposed a duty of 12 per cent. This four per cent additional duty would also apply to them. So, we are watching
the situation. It was only as a result of the close watch that this Government kept on the sugar situation that we
decided to impose that duty. We would continue to keep a close watch on the sugar situation, as indeed on all
imports and wherever corrective measures are necessary we shall not shirk from taking them.

Sir, due to paucity of time I have not been able to reply to many of the other issues, like the one raised by Shri
Yerrannaidu.

SHRI MURLI DEORA (MUMBAI SOUTH): Please clarify the position in regard to the insurance sector.

SHRI YASHWANT SINHA: Sir, I would like to submit that there are various other things and those will be
taken care of, not through an amendment to the Finance Bill but through a notification of the Customs
Department which we shall place before the House.

Sir, Shri Deora has repeatedly been asking about the insurance sector and I would just like to respond to that.
The matter is under the active consideration of the Government. We are formulating specific proposals and as
soon as we are ready with the IRA Bill, we would come before the House.

SHRI N.K. PREMCHANDRAN (QUILON): Sir, what about the caprolactic products? The factories producing
such goods would be affected.

SHRI YASHWANT SINHA: You please ask Shri Chidambaram about it.

Sir, the point is that there is no unanimity in trade and industry; there cannot be any unanimity in this House as
well. There cannot be any unanimity in this House in regard to these various duties. It is because some people
would ask for raising the custom duties and some others would ask for reducing the custom duties. It is the



responsibility of the Finance Minister to take care of all these things and take a holistic view and come to the
conclusions that he wishes to come to.

Sir, I think, I have taken care of most of the points which have been raised by the hon. Members. If there are any
specific areas which have not been replied to, I would ask to be forgiven by those Members. With these words |
would like to conclude.

PROF. P.J. KURIEN (MAVELIKARA): Sir, I have a point to make ... (Interruptions)
MR.SPEAKER: There is no time now.
... (Interruptions)

PROF. P.J. KURIEN (MAVELIKARA): Sir, I would like to submit on an issue which is a concern for all the
Members of this House ... (Interruptions) Mr. Finance Minister, I would like to have your attention please. By
deleting clauses 22 and 23 of Section 10 of the Income Tax Act, the Finance Minister has imposed a new tax on
the educational institutions and hospitals. Earlier, they were not under the purview of the Income Tax
Department. This year, the Finance Minister has brought them within the purview of the Income Tax Department
... (Interruptions) The limit is only rupees one crore. But the income and expenditure of the educational
institutions and the hospitals, even that of the mediocre level institutions, are beyond the limit of rupees one
crore. That means, practically the exemption given to them becomes ineffective. These are the areas where the
Government is not fulfilling its duty adequately.

Sir, my request to the Government would be that the hospitals and the educational institutions should be totally
exempted. They are doing a great service to the nation which the Government is not able to do... (Interruptions)

MR. SPEAKER: Shri Kurien, please understand that there is no time. The time is very short.

PROF. P.J. KURIEN (MAVELIKARA): Sir, I am not speaking for those institutions which are taking capitation
fees. But I am speaking for the educational institutions and hospitals that are doing a great service in the areas
where the Government is not able to fulfill its duties.

SHRI YASHWANT SINHA: Mr. Speaker, Sir, | have already responded to that point and let me assure you and
the House that no genuine institution shall be subjected to any harassment but those who are indulging in
mischief and malpractices must be taken to task.

PROF. P.J. KURIEN (MAVELIKARA): You should accept all such institutions which do not charge capitation
fees.

SHRI SHARAD PAWAR (BARAMATI): A request was made that the Member of Parliament Area
Development Fund be raised from Rs.1 crore to Rs.2 crore. Has any decision been taken on that?

SHRI YASHWANT SINHA: Sir, I am aware of the proposal because I have attended meetings with you. I have
attended meetings with the Chairman, Rajya Sabha. This 1s outside my jurisdiction. An announcement to this
effect must come from the Speaker of the Lok Sabha.... (Interruptions)

SHRI RUPCHAND PAL (HOOGLY): Are you satisfied with the reply? While major further concessions are
being given to richer sections of the society, the poorer sections are being denied of these benefits. Price rise is...
(Interruptions)
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SHRI RUPCHAND PAL (HOOGLY): Sir, many questions have been raised from this side, particularly the issue
of price rise... (Interruptions)

SHRI K. BAPIRAJU (NARSAPUR): Sir, I have to put only one supplementary to the Finance Minister. It is
with regard to drinking water. His Excellency, the President of India had said that in the Five Year Plan he would
see to it that every village gets sufficient drinking water. The hon. Prime Minister has also said that this is not the
intention but the commitment of the Government and that he would see to 1t that in the next five years this
commitment is fulfilled.

I would like to know from the hon. Finance Minister as to how many villages have been identified under this and
what is the estimated amount that would be required to fulfil this commitment. You can, at least, spell out the
rough estimates.

SHRI BASU DEB ACHARIA (BANKURA): Sir, five years back, customs duty on bifocal lenses was 80 per
cent. It has been reduced to 20 per cent now. Because of this reduction, the imported "flint button' has now
become cheaper than the one produced indigenously. There is only one unit in the country which is producing
the flint buttons and that is the Bharat Opthalmic Glass Ltd. There 1s no other industry in the country which
produces this item. As a result of this reduction in customs duty, this industry has become sick. I would like to
know from the hon. Finance Minister whether he would enhance the cuustoms duty substantially and bring it to
the rate which was prevalent five years back.

MR. SPEAKER: The question is:

"That the Bill to give effect to the financial proposals of the Central Government for the financial year 1998-99,
be taken into consideration."

The motion was adopted.

Clause-by-Clause Consideration

MR. SPEAKER: The House shall now take up clause-by-clause consideration of the Bill.
Clauses 2 and 3

MR. SPEAKER: The question is:

"That clauses 2 and 3 stand part of the Bill."

The motion was adopted.

Clauses 2 and 3 were added to the Bill.
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Clause 4

Amendments made:

Page 3, line 26, for "means,-" substitute-

"means a group of assets falling within a class of assets comprising-". (52)
Page 3.-

omit lines 35 to 38. (53)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 4, as amended, stand part of the Bill."

The motion was adopted.

Clause 4, as amended, was added to the Bill.

Clause 5

MR. SPEAKER: The question is:

"That clause 5 stand part of the Bill."

The motion was negatived.

MR. SPEAKER: Clause 5 is dropped from the Bill. Subsequent clauses may be re-numbered accordingly.
Clause 6

MR. SPEAKER: The question is:

"That clause 6 stand part of the Bill."

The motion was negatived.

Clause 7

Amendments made:

Page 4.-

(a) omit lines 4 to 6;

(b) for lines 10 to 19, substitute-

(ca) in clause (15), in sub-clause (iv), in the Explanation, after clause (a), the following clause shall be inserted,
namely:-



"(aa) the manufacture of computer software or recording of programme on any disc, tape, perforated media or
other information device; or". (54)

Page 4, for lines 22 to 40, substitute-
(1) in clause (23C).-
(A) After sub clause (111a), the following sub clauses shall be inserted, namely:-

"(i11ab) any university or other educational institution existing solely for educational purposes and not for
purposes of profit, and which is wholly or substantially financed by the Government; or

(111ac) any hospital or other institution for the reception and treatment of persons suffering from illness or mental
defectiveness or for the reception and treatment of persons during convalescence or of persons requiring medical
attention or rehabilitation, existing solely for philanthropic purposes and not for purposes of profit, at I which is
wholly or substantially financed by the Government; or

(iiiad) any university or other educational institution existing solely for educational purposes and not for
purposes of profit if the aggregate annual receipts of such university or educational institution do not exceed the
amount of annual receipts as may be prescribed; or

(111ae) any hospital or other institution for the reception and treatment of persons suffering from illness or mental
defectiveness or for the reception and treatment of persons during convalescence or of persons requiring medical
attention of rehabilitation, existing solely for philanthropic purposes and not for purposes of profit, if the
aggregate annual receipts of such hospital or institution do not exceed the amount of annual receipts as may be
prescribed; or";

(B) after sub-clause (v), the following sub-clauses shall be inserted, namely:-
"(vi) any university or other educational institution existing solely for educational purposes and not for purposes
of profit, other than those mentioned in sub clause (iiiab) or sub-clause (iiiad) and which may be approved by

the prescribed authority; or

(via) any hospital or other institution for the reception and treatment of persons suffering from illness or mental
defectiveness or for the reception and treatment of persons during convalescence or of persons requiring medical
attention or rehabilitation, existing solely for philanthropic purposes and not for purposes of profit, other than
those mentioned in sub clause (iiiae) or sub clause (iiiae) and which may be approved by the prescribed
authority:";

(C) in the first, second, third, fifth and sixth provisos,-
(1) after the word "institution", the following shall be inserted, namely:-
"or any university or other educational institution or any hospital or other medical institution";

(IT) after the words, brackets and letter "or sub clause (v)" the words, brackets and letters" or sub-clause (vi) or
sub-clause (via)" shall be inserted;

(D) after the fourth proviso, the following proviso shall be inserted, namely:-

"Provided also that the exemption under sub-clause (vi) or sub-clause (via) shall not be denied in relation to any
funds invested or deposited before the 1st day of June, 1998, otherwise than in any one or more of the forms or
modes specified in sub-section (5) of section II if such funds do not continue to remain so invested or deposited
after the 30th day of March, 2001,";

(J) in clause (23F),-



(a) the third and fourth provisos shall be omitted;
(b) in the Explanation, for clause (c¢) the following clauses shall be substituted, namely:-

(c) "venture capital undertaking" means such domestic company whose shares are not listed in a recognised
stock exchange in India and which is engaged in the business or generation or generation and distribution of
electricity or any other form of power or engaged in the business of providing telecommunication services or in
the business of developing, maintaining and operating any infrastructure facility or engaged in the manufacture
or production of such articles or things (including computer software) as may be notified by the Central
Government in this behalf

(d) "infrastructure facility" means road, highway, bridge, airport, port, rail system, water supply project,
irrigation project, sanitation and sewerage system or any other public facility of a similar nature as may be
notified by the Board in this behalf in the Official Gazette and which fulfils the conditions specified in sub-
section (1A) of section 801A;";

"(k) for clause (23G), the following clause shall be substituted, namely:-

"(23G) any income by way of dividends, other than dividends referred to in section 115-0O, interest or long-term
capital gains of an infrastructure capital fund or an infrastructure capital company from investments made on or
after the Ist day of June, 1998 by way of shares or long-term finance in any enterprise wholly engaged in the
business of developing, maintaining and operating any infrastructure facility and which has been approved by
the Central Government on an aplication made by it in accordance with the rules made in this behalf and which
satisfies the prescribed conditions.

Explanation.-For the purposes of the clause.-

(a) "infrastructure capital company" means such company as has made investments by way of acquiring shares
or providing long term finance to an enterprise wholly engaged in the business of developing, maintaining and
operating infrastructure facility;

(b) "infrastructure capital fund" means such fund operating under a trust deed, registered under the provisions of
the Registration Act, 1908 established to raise monies by the trustees for investment by way of acquiring shares
or providing long-term finance to an enterprise wholly engaged in the business of developing, maintaining and
operating infrastructure facility.". (55)

Page 4, after line 49, insert-

"(1v) a project for housing which fulfils the conditions specified in sub-section (4F) of section 80-IA."
(56)

(Shri Yashwant Sinha)

MR. SPEAKER: The questions is:

"That clause 7, as amended, stand part of the Bill."

The motion was adopted.

Clause 7, as amended, was added to the Bill.

SHRI BASU DEB ACHARIA (BANKURA): Sir, five years back, customs duty on bifocal lenses was 80 per
cent. It has been reduced to 20 per cent now. Because of this reduction, the imported " flint button' has now
become cheaper than the one produced indigenously. There i1s only one unit in the country which is producing
the flint buttons and that is the Bharat Opthalmic Glass Ltd. There i1s no other industry in the country which



produces this item. As a result of this reduction in customs duty, this industry has become sick. I would like to
know from the hon. Finance Minister whether he would enhance the cuustoms duty substantially and bring it to
the rate which was prevalent five years back.

MR. SPEAKER: The question is:

"That the Bill to give effect to the financial proposals of the Central Government for the financial year 1998-99,
be taken into consideration."

The motion was adopted.

Clause-by-Clause Consideration

MR. SPEAKER: The House shall now take up clause-by-clause consideration of the Bill.
Clauses 2 and 3

MR. SPEAKER: The question is:

"That clauses 2 and 3 stand part of the Bill."

The motion was adopted.

Clauses 2 and 3 were added to the Bill.
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Clause 4

Amendments made:

Page 3, line 26, for "means,-" substitute-

"means a group of assets falling within a class of assets comprising-". (52)
Page 3.-

omit lines 35 to 38. (53)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 4, as amended, stand part of the Bill."

The motion was adopted.

Clause 4, as amended, was added to the Bill.



Clause 5

MR. SPEAKER: The question is:
"That clause 5 stand part of the Bill."
The motion was negatived.

MR. SPEAKER: Clause 5 is dropped from the Bill. Subsequent clauses may be re-numbered accordingly.
Clause 6

MR. SPEAKER: The question is:
"That clause 6 stand part of the Bill."
The motion was negatived.

Clause 7

Amendments made:

Page 4.-

(a) omit lines 4 to 6;

(b) for lines 10 to 19, substitute-

(ca) in clause (15), in sub-clause (iv), in the Explanation, after clause (a), the following clause shall be inserted,
namely:-

"(aa) the manufacture of computer software or recording of programme on any disc, tape, perforated media or
other information device; or". (54)

Page 4, for lines 22 to 40, substitute-
(1) in clause (23C),-
(A) After sub clause (111a), the following sub clauses shall be inserted, namely:-

"(111ab) any university or other educational institution existing solely for educational purposes and not for
purposes of profit, and which is wholly or substantially financed by the Government; or

(111ac) any hospital or other institution for the reception and treatment of persons suffering from illness or mental
defectiveness or for the reception and treatment of persons during convalescence or of persons requiring medical
attention or rehabilitation, existing solely for philanthropic purposes and not for purposes of profit, at I which is
wholly or substantially financed by the Government; or

(iiiad) any university or other educational institution existing solely for educational purposes and not for
purposes of profit if the aggregate annual receipts of such university or educational institution do not exceed the
amount of annual receipts as may be prescribed; or

(111ae) any hospital or other institution for the reception and treatment of persons suffering from illness or mental
defectiveness or for the reception and treatment of persons during convalescence or of persons requiring medical
attention of rehabilitation, existing solely for philanthropic purposes and not for purposes of profit, if the



aggregate annual receipts of such hospital or institution do not exceed the amount of annual receipts as may be
prescribed; or";

(B) after sub-clause (v), the following sub-clauses shall be inserted, namely:-

"(vi) any university or other educational institution existing solely for educational purposes and not for purposes
of profit, other than those mentioned in sub clause (iiiab) or sub-clause (iiiad) and which may be approved by
the prescribed authority; or

(via) any hospital or other institution for the reception and treatment of persons suffering from illness or mental
defectiveness or for the reception and treatment of persons during convalescence or of persons requiring medical
attention or rehabilitation, existing solely for philanthropic purposes and not for purposes of profit, other than
those mentioned in sub clause (iiiae) or sub clause (iiiae) and which may be approved by the prescribed
authority:";

(C) in the first, second, third, fifth and sixth provisos,-
(1) after the word "institution", the following shall be inserted, namely:-
"or any university or other educational institution or any hospital or other medical institution";

(IT) after the words, brackets and letter "or sub clause (v)" the words, brackets and letters" or sub-clause (vi) or
sub-clause (via)" shall be inserted;

(D) after the fourth proviso, the following proviso shall be inserted, namely:-

"Provided also that the exemption under sub-clause (vi) or sub-clause (via) shall not be denied in relation to any
funds invested or deposited before the 1st day of June, 1998, otherwise than in any one or more of the forms or
modes specified in sub-section (5) of section II if such funds do not continue to remain so invested or deposited
after the 30th day of March, 2001,";

(y) in clause (23F),-
(a) the third and fourth provisos shall be omitted;
(b) in the Explanation, for clause (c¢) the following clauses shall be substituted, namely:-

(c) "venture capital undertaking" means such domestic company whose shares are not listed in a recognised
stock exchange in India and which is engaged in the business or generation or generation and distribution of
electricity or any other form of power or engaged in the business of providing telecommunication services or in
the business of developing, maintaining and operating any infrastructure facility or engaged in the manufacture
or production of such articles or things (including computer software) as may be notified by the Central
Government in this behalf’

(d) "infrastructure facility" means road, highway, bridge, airport, port, rail system, water supply project,
1rrigation project, sanitation and sewerage system or any other public facility of a similar nature as may be
notified by the Board in this behalf in the Official Gazette and which fulfils the conditions specified in sub-
section (1A) of section 801A;";

"(k) for clause (23G), the following clause shall be substituted, namely:-

"(23G) any income by way of dividends, other than dividends referred to in section 115-0O, interest or long-term
capital gains of an infrastructure capital fund or an infrastructure capital company from investments made on or
after the Ist day of June, 1998 by way of shares or long-term finance in any enterprise wholly engaged in the
business of developing, maintaining and operating any infrastructure facility and which has been approved by



the Central Government on an aplication made by it in accordance with the rules made in this behalf and which
satisfies the prescribed conditions.

Explanation.-For the purposes of the clause.-
(a) "infrastructure capital company" means such company as has made investments by way of acquiring shares
or providing long term finance to an enterprise wholly engaged in the business of developing, maintaining and

operating infrastructure facility;

(b) "infrastructure capital fund" means such fund operating under a trust deed, registered under the provisions of
the Registration Act, 1908 established to raise monies by the trustees for investment by way of acquiring shares
or providing long-term finance to an enterprise wholly engaged in the business of developing, maintaining and
operating infrastructure facility.". (55)

Page 4, after line 49, insert-

"(iv) a project for housing which fulfils the conditions specified in sub-section (4F) of section 80-1A."
(56)

(Shri Yashwant Sinha)

MR. SPEAKER: The questions is:

"That clause 7, as amended, stand part of the Bill."

The motion was adopted.

Clause 7, as amended, was added to the Bill.

Clause 8

SHRI BASU DEB ACHARIA (BANKURA): I beg to move:
Page 5, line 8§,-

for "one lakh rupees"

substitute "one lakh fifty thousand rupees" (14)

Page 5, line 10,-

for "one lakh rupees"

substitute "one lakh fifty thousand rupees" (15)

MR. SPEAKER: Now, I put amendments No.14 and 15 moved by Shri Basu Deb Acharia to the vote.
The amendments were put and negatived.

MR. SPEAKER: The question is:

"That clause 8 stand part of the Bill."

The motion was adopted.

Clause 8 was added to the Bill.



Clause 9 was added to the Bill.
Clause 10 was added to the Bill.

SHRI AKBAR AHMAD (AZAMGARH): There should be increase in the salaries of MP's. The present salary of
Rs.1500 is below the recognised statutory national wages.

YASHWANT SINHA: Before | move my amendments to this clause, let me assure Shri Akbar Ahamad and all
the other hon. Members who are raising this question that the question of Member's salary and allowances is
under the very active consideration of the Government.

Clause 11

Amendments made:

Page 5, line 29, after "intangible assets", insert acquired on or after the Ist day of April, 1998". (57)
Page 5, line 50, after "claimed", insert "and allowed". (58)
(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 11, as amended, stand part of the Bill."

The motion was adopted.

Clause 11, as amended, was added to the Bill.

Clause 12

Amendments made:

Page 6, after line 46, insert-

"Provided also that any amount credited in the special account or Site Restoration Account by way of interest
shall be deemed to be a deposit." (59)

Page 7, for lines 3 to 8, substitute "the case maybe, in the deposit
scheme." (60)

Page 7.-

for lines 20 to 25, substitute-

"(5) Where any amount standing to the credit of the assessee in the special account or in the Site Restoration
Account is withdrawn on closure of the account during any previous year by the assessee, the amount so
withdrawn from the account, as reduced by the amount, if any, payable to the Central Government by way of
profit or production share as provided in the agreement referred to in section 42, shall be deemed to be the
profits and gains of business or profession of that previous year and shall recordingly be chargeable to income-
tax as the income of that previous year.

Explanation.- Where any amount is withdrawn on closure of the account in a previous year in which the business
carried on by the assessee is no longer in existence, the provisions of this sub-section shall apply as if the
business is in existence in that previous year." (61)



(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 12, as amended, stand part of the Bill."
The motion was adopted.

Clause 12, as amended, was added to the Bill.
Clause 13

Amendment made:

Page 8, for lines 16 and 17, substitute-

"13. In section 35 of the Income-tax Act, in sub-section (2AB), after clause (4), the following clause shall be
inserted, namely:-

"(5) No deduction shall be allowed in respect of expenditure
referred to in clause (1) which is incurred after the 31st day of
March, 2000."." (62)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 13, as amended, stand part of the Bill."

The motion was adopted.

Clause 13, as amended, was added to the Bill.

Clauses 14 to 19 were added to the Bill.

Clause 20

Amendment made:

Page 9, line 41,-

for "amount of duty leviable under the Customs Tariff Act, 1975 and". substitute--

"amount of duty of excise or the additional duty leviable under section 3 of the Customs Tariff Act, 1975 in
respect of which". (63)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 20, as amended, stand part of the Bill."
The motion was adopted.

Clause 20, as amended, was added to the Bill.



Clauses 21 and 22 were added to the Bill.

Clause 23

Amendments made:

Page 10, line 14, for "building, machinery, plant, furniture",
substitute "capital asset". (64)

Page 10, lines 28 and 29, for "building, machinery, plant, furniture", substitute "capital asset". (65)
(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 23, as amended, stand part of the Bill".

The motion was adopted.

Clause 23, as amended, was added to the Bill.

Clause 24

Amendment made:

Page 10, lines 45 and 46, for "the benefit availed by the firm or by the sole proprietor, as the case may be",
substitute--

"the amount of profits or gains arising from the transfer of such capital asset or intangible asset not charged
under section 45 by virtue of conditions laid down in the proviso to clause (xiii) or the proviso to clause (xiv) of
section 47". (66)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 24, as amended, stand part of the Bill".
The motion was adopted

Clause 24, as amended, was added to the Bill.
Clause 25

MR. SPEAKER: The question is:

"That clause 25 stand part of the Bill".

The motion was negatived.

Clauses 26 AND 27

MR. SPEAKER: The question is:

"That clauses 26 and 27 stand part of the Bill".



The motion was adopted.

Clauses 26 and 27 were added to the Bill.

Clause 28

MR. SPEAKER: Shri Banatwalla, are you moving your amendment?

SHRI G.M. BANATWALLA (PONNANI): Sir, the Government has positively responded to the question of the
Gift Tax. Therefore, I do not want to move my amendments.

MR. SPEAKER: The question is:

"That clause 28 stand part of the Bill".

The motion was adopted.

Clause 28 was added to the Bill.

Clause 29 was added to the Bill.

Clause 30

MR. SPEAKER: Shri Sangwan, are you moving your amendment?
SHRI KISHAN SINGH SANGWAN (SONEPAT): No, Sir, [ am not moving.
MR. SPEAKER: The question is:

"That clause 30 stand part of the Bill".

The motion was adopted.

Clause 30 was added to the Bill.

Clause 31

Amendment made:

Page 12,--

(a) line 45 omit "sub section";

(b) after line 53, insert--

"Provided that if any of the conditions laid down in the proviso to clause (xi1i) or the proviso to clause (xiv) to
section 47 are not complied with, the set off of loss or allowance of depreciation made in any previous year in
the hands of the successor company, shall be deemed to be the income of the company chargeable to tax in the
year in which such conditions are not complied with.

(5) For the purposes of sub-section (4),--

(a) "accumulated loss" means so much of the loss of the predecessor firm or the proprietory concern, as the case
may be, under the head "Profits and gains of business or profession" (not being a loss sustained in a speculation
business) which such predecessor firm or the proprietory concern would have been entitled to carry forward and
set off under the provisions of section 72 if the reorganisation of business had not taken place;



(b)"unal sorbed depreciation" means so much of the allowance for depreciation of the predecessor firm or the
proprietory concern, as the case may be, which remains to be allowed and which would have been allowed to the
predecessor firm or the proprietory concern, as the case may be, under the provisions of this Act, if the
reorganisation of business had not taken place'. (67)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 31, as amended, stand part of the Bill".

The motion was adopted.

Clause 31, as amended, was added to the Bill.

Clause 32

MR. SPEAKER: Shri A.F. Golam Osmani - Not present.

Shri Kishan Singh Sangwan - Not present.

Shri Madhukar Sirpotdar - Not present

The question is:

"That clause 32 stand part of the Bill"

The motion was adopted.

Clause 32 was added to the Bill.

Clause 33 Amendments made:

Page 13, line 50, for "or sub-clause (iiithg), substitute" or sub-clause (iithg) or sub-clause (iiihh). (68)
Page 13, after line 53, insert-

"(iithh) the National Cultural Fund set up by the Central Government; or

(c) in sub-section (5), in clause (1), the words, brackets, figures and letter "or clause (22) or clause (22A)" shall
be omitted.' (69)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 33, as amended, stand part of the Bill."
The motion was adopted.

Clause 33, as amended, was added to the Bill
Clause 34

Amendment made:

Page 14, line 12, after "Hindu undivided Family", insert "by such family". (70)



(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 34, as amended, stand part of the Bill."

The motion was adopted.

Clause 34, as amended, was added to the Bill.

Clause 35 was added to the Bill.

Clause 36

Amendment made:

Page 15, line 5 and 6, for "and shall be deemed to have been

inserted with effect from the 1st day of April, 1990", substitute "with effect from the 1st day of April, 1999".
(71)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 36, as amended, stand part of the Bill."

The motion was adopted.

Clause 36, as amended, was added to the Bill.

THE MINISTER OF FINANCE (SHRI YASHWANT SINHA): Sir, I beg to move:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in Lok
Sabha in so far as it requires that an amendment shall be within the scope of the Bill and relevant to the subject
matter of the clause to which it relates, in its application to Government amendment No.71 to the Finance (No.2)
Bill, 1998 and that this amendment may be allowed to be moved."

MR. SPEAKER: The question is:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in Lok
Sabha in so far as it requires that an amendment shall be within the scope of the Bill and relevant to the subject
matter of the clause to which it relates, in its application to Government amendment No.71 to the Finance (No.2)
Bill, 1998 and that this amendment may be allowed to be moved."

The motion was adopted.
New Clause 36A
Amendment made:

Page 15, after line 10, insert-

36A "36A. In section 8OHHE of the Income-tax Act



(New with effect from the 1st day of April, 1999.-- Clause)
(a) after sub-section (1), the following shall be inserted namely:-

"Provided that if the assessee, being a company engaged in the export out of India of computer software issues a
certificate referred to in clause (b) of sub-section (4A), that in respect of the amount of the export specified
therein, the deduction under this sub-section is to be allowed to a supporting software developer, then the
amount of deduction in the case of an assessee shall be reduced by such amount which bears to the total profits
derived by the assessee from the export, the same proportion as the amount of the export turnover specified in
such certificate bears to the total export turnover of the assessee.

(1A) Where the assessee, being a supporting software developer, has during the previous year, developed and
sold computer software to an exporting company in respect of which the said company has issued a certificate
under the proviso to sub-section (1) there shall, in accordance with and subject to the provisions of this section,
be allowed in computing the total income of the assessee a deduction of the profits derived by the assessee from
the developing and selling of computer software to the exporting company in respect of which the certificate has
been issued by the said company.";

(b) after sub-section (3), the following sub-section shall be inserted, namely:--
"(3A) For the purposes of sub-section (1A), profits derived by a supporting software developer shall be,--

(1) in case where the business carried on by the supporting software developer consists exclusively of developing
and selling of computer software to one or more exporting companies solely engaged in exports, the profits of
such business;

(1) in a case where the business carried on by a supporting software developer does not consist exclusively of
developing and selling of computer software to one or more exporting companies, the amount which bears to the
profits of the business, the same proportion as the turnover in respect of sale to the respective exporting
company bears to the total turnover of the business carried on by the assessee.;

(c) after sub-section (4), the following sub-section shall be inserted, namely:--

"(4A) The deduction under sub-section (1A) shall not be admissible unless the supporting software developer
furnishes in the prescribed form along with his return of income,--

(1) the report of an accountant, as defined in the Explanation below sub-section (2) of section 288 certifying that
the deduction has been correctly claimed on the basis of the profits of the supporting software developer in
respect of sale of computer software export to the exporting company; and

(i1) a certificate from the exporting company containing such particulars as may be prescribed and verified in the
manner prescribed that in respect of the export turnover mentioned in the certificate, the exporting company has
not claimed deduction under this section:

Provided that the certificate specified in clause (b) shall be duly certified by the auditor auditing the accounts of
the exporting assessee under the provisions of this Act or under any other law.";

(d) in the Explanation below sub-section (5),--

(i) in clause (b), after the words "any such programme", the words "or any customised electronic data" shall be
inserted;

(11) after clause (c) the following clause shall be inserted, namely:-

“(ca) "exporting company" means a company referred to in sub-section (1) making actual export of computer
software;';



(i1) after clause (e) the following clause shall be inserted, namely:--

“(ea) "supporting software developer" means an Indian company or a person (other than a company) resident in
India, developing and selling computer software to an exporting company for the purposes of export." (72)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That new clause 36A be added to the Bill."
The motion was adopted.

New clause 36A was added to the Bill.
Clause 37

Amendments made:

Page 15, for lines 13 and 14, substitute--

"(1) after the words "basic or cellular”, the words" "including radiopaging, domestic satellite service or network
of trunking and electronic data Interchange services or construction and development of housing projects" shall
be inserted: (73)

Page 15, for lines 29 to 34, substitute--
‘(ba) in sub-section (4B), in clause (11), for the figures "1998", the figures "1999" shall be substituted;';

(c) in sub-section (4C), after the words "basic or cellular", the words "including radiopaging, domestic satellite
service or network of trunking and electronic data interchange services" shall be inserted with effect from the 1st
day of April, 1999;

(d)(1) in sub-section (4E), after the words "commercial production", the words "or refining" shall be inserted;

(11) 1n sub-section (4E), the following proviso shall be inserted, with effect from the 1st day of April, 1999,
namely:--

"Provided that the proviso of this section shall apply in case of refining of mineral oil where the undertaking
begins refining on or after the 1st day of October, 1998;";

(da) after sub-section (4E), the following sub-section shall be inserted with effect from 1st day of April, 1999,
namely:--

"(4F) This section applies to an undertaking, engaged in developing and building housing projects approved by a
local authority subject to the condition that the size of the plot of land has a minimum of one acre, and the
residential unit has a built up area not exceeding one thousand square feet;

Provided that the undertaking commences development and construction of the housing project on or after the
Ist day of October, 1998 and completes the same before the 31st day of March, 2001;";

(de) in sub-section (5), after clause (v), the following clause shall be inserted with effect from the st day of
April, 1999, namely:--

"(vi) in the cause of a housing project referred to in sub-section (4F), hundred per cent, of profits and gains
derived from such business." (74)



Page 15, line 39, for "1st day of October, 1998", substitute "1st day of April, 1999". (75)

Page 15, line 40 and 41, for "and shall be deemed to have been inserted with effect from the 1st day of April,
1991", substitute "with effect from the 1st day of April, 1999". (76)

Page 16, omit lines 4 to 6. (77)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 37, as amended, stand part of the Bill".
The motion was adopted.

That clause 37, as amended, was added to the Bill.
MR. SPEAKER: The question is :

"That clause 38 stand part of the Bill."

"The motion was adopted."

Clause 38 was added to the Bill.

Amendments made: Clause 39

Page 16, line 20, for "during the previous year", substitute "in the previous year for three assessment years
including the assessment year relevant to the previous year in which such employment is provided" (78)

Page 16, line 28, for "new workman" substitute "new regular workman". (79)

Page 16, omit lines 39 and 40. (80)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is : "That clause 39, as amended, stand part of the Bill."
The motion was adopted.

Clause 39, as amended, was added to the Bill.

Clause 40 was added to the Bill.

SHRI YASHWANT SINHA: I beg to move :

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in Lok
Sabha in so far as it requires that an amendment shall be within the scope of the Bill and relevant to the subject
matter of the clause to which it relates, in its application to Government amendment No.8] to the Finance (No.2)
Bill, 1998 and that this amendment may be allowed to be moved."

MR. SPEAKER: The question is :

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in Lok
Sabha in so far as it requires that an amendment shall be within the scope of the Bill and relevant to the subject
matter of the clause to which it relates, in its application to Government amendment No.8l to the Finance (No.2)
Bill, 1998 and that this amendment may be allowed to be moved."



The motion was adopted.
Amendment made: New Clause 40A
Page 16, after line 48, insert--

"40A. In section 1I5AD of the Income tax Act, in sub-section (1), for clause (a), the following clause shall be
substituted with effect from the Ist day of April, 1999, namely:--

"(a) income received in respect of securities (other than unit referred to in section lI5AB); or" ' (81)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That new clause 40A be added to the Bill."

The motion was adopted.

New Clause 40A was added to the Bill.

Clause 41 was added to the Bill.

Clause 42

SHRI G.M. BANATWALLA (PONNANI): I beg to move :

Page 17,--

omit line 7 (3)

It is about the scheme which is called one by six. May amendment is directed towards amending that a person
satisfying two of the several conditions, namely, having a telephone or a house etc. to be required to file a return.
My submission is that in trying to widen the tax base, the Minister should not cause untold hardship to people

who may not be subjected to the tax require them to file the return. I spoke at length when the Bill was under
consideration. I hope that the Government would accept the amendment.

MR. SPEAKER: I shall now put Amendment No.3 to the vote of the House.
The amendment was put and negatived.

Amendment made:

" Page 17, after line 12, insert--

"Provided further that the Central Government may, by notification in the Official Gazette, specify class or
classes of persons to whom the provisions of the first proviso shall not apply." (82)

(Shri Yashwant Sinha )

MR. SPEAKER: The question is :

"That clause 42, as amended, stand part of the Bill.
The motion was adopted.

Clause 42, as amended, was added to the Bill.



Clause 43
Amendments made:
Page 17, after line 17, insert-

"(a)in sub-section (1), in clause (ii), for the words "fifty thousand rupees" the words "five lakh rupees" shall be
substituted; (83)

Page 17, line 21, omit "not". (84)
Page 17, line 29, for "the form", substitute "the form and the manner". (85)
Page 17, after line 30, insert-

"(f) the manner in which the Permanent Account Number or the General Index Register Number shall be quoted
in respect of the categories of transactions referred to in clause (b);

(g) the time and the manner in which the transactions referred to in clause (b) shall be intimated to the prescribed
authority." (86)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 43, as amended, stand part of the Bill."
The motion was adopted.

Clause 43, as amended, was added to the Bill.
Clause 44 was added to the Bill.

Clause 45

Amendments made:

Page 17, lines 38 and 39, for "and shall be deemed to have been inserted with effect from the 1st day of April,
1986", substitute "with effect from the 1st day of April, 1999.". (87)

Page 17, lines 40 and 41, omit "(as 1t stood immediately before the 1st day of April, 1955)". (88)
(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 45, as amended, stand part of the Bill."

The motion was adopted.

Clause 45, as amended, was added to the Bill.

Clause 46

Amendments made:

Page 18, for line 6, substitute -



"(b)the total undisclosed income relating to the block period shall not include the income assessed in any regular
assessment as income of such block period;". (89)

Page 18, line 8, for "every", substitute "any". (90)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

That clause 46, as amended, stand part of the Bill."

The motion was adopted.

Clause 46, as amended, was added to the Bill.

Clause 47 was added to the Bill.

Clause 48

MR. SPEAKER: There is an amendment to Clause 48. Shri P.C. Chacko, are you moving your amendment?
SHRI P.C. CHACKO (IDUKKI): I beg to move:

Page 18, line 14,-

omit "and shall be deemed to have been inserted with effect from the 1st day of July, 1995." (51)
I would like to have an explanation from the hon. Minister.

In the search cases, there 1s a period of limitation for making the final assessment. It was one year and
subsequently made two years. Now, the new amendment, being proposed by the hon. Minister, is giving a new
interpretation to Section 158 (B) (E) of the Income Tax Act. Thereby, the word ‘executed' is interpreted in a very
wrong way. According to the original clause "executed' means the date on which the search operations start.
According to the present interpretation proposed, it is the last date of issuing of panchnama after the search
operations are completed. That means, giving officers the unbridled powers to harass the assessees. They can
drag on the search operations for an unlimited period of time. This is very unfair.

SHRI P. CHIDAMBARAM (SIVAGANGA): Let me explain. This is an important amendment. It is not that we
want to start a debate on this. The point is that the amendment is being introduced. It could be that the
implications have not been thought of. One year was made to two years. They have two years to complete the
assessment. Now, what they are saying is from the date the warrant is executed, it is two years. Now, the word
“executed' is being given an artificial meaning. The search could take place in ten different places over a period
of three months. The two years period will now come to the last panchnama. All they have to do is to have one
more search and extend it again, one more search after three months and extend it again. Let him reflect on it. [
do not think this 1s the intention. I do not think anybody will support it. This will give an unbridled power to the
man who searches it.

PROF. P.J. KURIEN (MAVELIKARA): Sir, I also move the amendment because this can be used to
unnecessarily harass the people. Once the raid is started, you can extend it to any length of time by this
amendment. Therefore, it should be limited and our amendment will serve that purpose.

SHRI YASHWANT SINHA: Sir, I will respond briefly. I have considered the point which has been raised by
hon. Members here. While it is not the intention of the Department to harass anybody, it is also true that we
should not do anything which will hamper searches and seizures. That 1s why [ am not in a position to accept
this amendment.



PROF. P.J. KURIEN (MAVELIKARA): All right, accepted. But you should look into it because this is an
unending process.

MR. SPEAKER: I shall put amendment No.51 moved by Shri P.C. Chacko to clause 48, to the vote of the
House.

The amendment was put and negatived.

MR. SPEAKER: The question is:

"That clause 48 stand part of the Bill."

The motion was adopted.

Clause 48 was added to the Bill.

Clause 49 was added to the Bill.

Clause 50

Amendments made:

Page 18, for lines 52 and 53, substitute--

(b) "applicant" means any person who--

(1) 1s a non-resident; or

(11) 1s a resident falling within any such class or category
of persons as the Central Government may, by notification
in the Official Gazette, specify in this behalf;

(ii1) makes an application under sub-section (1) of section
245Q.". (91)

Page 19, line 1, for "the proviso", substitute "the first proviso".
(92)

Page 19, after line 2, insert--

"(c) after section 245R, the following section shall be
inserted, namely:-

"245RR. No Income-tax authority or the Appellate
Appellate Tribunal shall proceed to authority

decide any issue in respect to which an not to

application has been made by an appli- proceed n

cant, being a resident, under sub- certain



section (1) of section 245R." . cases.

(93)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 50, as amended, stand part of the Bill."
The motion was adopted.

Clause 50, as amended, was added to the Bill.

Clause 51

Amendments made:

Page 19, lines 29 and 30 for "section 271B, section 271BB,
(94)

Page 19, line 33, for "1998", substitute "1988". (95)
Page 19, for lines 49 to 51, substitute--

"Explanation-- For the purpose of this sub-section,
where on or after the 1st day of October, 1998, the

post of Deputy Commissioner has been redesignated as
Joint Commissioner and the post of Deputy Director has
been redesignated as Joint Director, the references

in this sub-section for "Deputy Commissioner" and
"Deputy Director" shall be substituted by "Joint
Commissioner" and "Joint Director" respectively.'.

(96)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 51, as amended, stand part of the Bill."
The motion was adopted.

Clause 51, as amended, was added to the Bill.

Clauses 52 and 53 were added to the Bill.

Clause 54



Amendments made:

Page 20, for lines 27 to 49, substitute--

‘(a) in sub-section (1), in clause (a), after the words

and brackets "Deputy Commissioner (Appeals)", the words, figures
and letters "before the 1st day of October, 1998" shall be
inserted;

(b) in sub-section (2), in clause (a), after the words

and brackets "Deputy Commissioner (Appeals)", the words, figures
and letters "before the 1st day of October, 1998" shall be
inserted.". (97)

Page 20, line 50, for "(3)", substitute "(c)". (98)

Page 21, line 11, for "appeal”, substitute "application".
(99)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 54, as amended, stand part of the Bill."

The motion was adopted.

Clause 54, as amended, was added to the Bill.

Clauses 55 and 56 were added to the Bill.

Clause 57

Amendment made:

Page 21, line 20, omit "on or". (100)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 57, as amended, stand part of the Bill."

The motion was adopted.

Clause 57, as amended, was added to the Bill."

Clause 58

Amendment made:



Page 21, line 23, for "on or", substitute "against an order
made under section 254". (101)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 58, as amended, stand part of the Bill."

The motion was adopted.

Clause 58, as amended, was added to the Bill."

Clause 59

Amendment made:

Page 21, for lines 27 and 28, substitute-

"(1A) Where the High Court delivers a judgement in an appeal filed before it under section 260A, effect shall be
given to the order passed on the appeal by the Assessing Officer on the basis of a certified copy of judgement.".
(102)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 59, as amended, stand part of the Bill."
The motion was adopted.

Clause 59, as amended, was added to the Bill.

Clause 60

Amendments made:

Page 21, for lines 34 to 37, substitute-

"(2) An appeal under this sub-section shall be-

(a) filed within one hundred and twenty days from

the date on which the order appealed against 1s communicated to the appellant;
(b) accompanied by a fee of ten thousand rupees where
such appeal is filed by an assessee;

(c) in the form of a memorandum of appeal precisely stating there in the substantial question of law involved.".
(103)

Page 21, after line 47, insert-

"(6) The High Court may determine any issue which-



(a) has not been determined by the Appellate Tribunal; or

(b) has been wrongly determined by the Appellate Tribunal, by reason of a decision on such question of law as is
referred to in sub-section(1).". (104)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 60, as amended, stand part of the Bill."
The motion was adopted.

Clause 60, as amended, was added to the Bill.
Clause 61

Amendment made:

Page 22, lines 6 and 7, for "on or before the 1st day of October, 1998 or an appeal made to the High court after
that date" substitute-

"against an order made under section 254 before the 1st day of October, 1998 or an appeal made to High Court
in respect of an order passed under section 254 on or after that date". (105)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 61, as amended, stand part of the Bill."
The motion was adopted.

Clause 61, as amended, was added to the Bill.
Clause 62

Amendments made:

Page 22, omit lines 14 to 16. (106)

Page 22, line 22, omit "in the case of an order which has been passed". (107)
(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 62, as amended, stand part of the Bill."
The motion was adopted.

Clause 62, as amended, was added to the Bill.
Clause 63

SHRI KISHAN SINGH SANGWAN (SONEPAT): Sir, I beg to move:



Page 22, line 29.-
for "one thousand rupees"

substitute "five hundred rupees" (30)
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MR. SPEAKER: I shall now put Amendment No. 30, moved by Shri Kishan Singh Sangwan, to the vote of the
House.

The amendment was put and negatived.
Amendment made:

Page 22, line 28, for "on or before the due date", substitute "before the end of the relevant assessment year."
(108)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 63, as amended, stand part of the Bill."
The motion was adopted.

Clause 63, as amended, was added to the Bill.
Clauses 64 to 68 were added to the Bill.

Clause 69

Amendment made:

Page 23, line 44, for "seven", substitute "ten". (109)
(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 69, as amended, stand part of the Bill."
The motion was adopted.

Clause 69, as amended, was added to the Bill.
Clause 70

Amendments made:

Page 23, for lines 54 and 55, substitute--
Amendment 70. In section 5 of the Wealth-tax Act, with effect of from the 1st day of April, 1999,--

section 5



(a) in the proviso to clause (i), the words, brackets, figures and letter "clause (22) or clause (22A) or" shall be
omitted;

(b) for clause (vi), the following clause shall be substituted, namely:--
(vi) one house or part of a house or a plot of land belonging to an individual or a Hindu undivided family:

"Provided that wealth tax shall not be payable by an assessee in respect of an asset being a plot land comprising
an area of five hundred square meters or less.'. (110)

Page 24, omit lines 1 and 2. (111)

(Shri Yashwant Sinha) MR. SPEAKER: The question is:
"That clause 70, as amended, stand part of the Bill."

The motion was adopted.

Clause 70, as amended, was added to the Bill.

Clause 71

MR. SPEAKER: The question is:

"That clause 71 stand part of the Bill."

The motion was negatived.

MR. SPEAKER: Clause 71 is negatived and dropped from the Bill. The subsequent clauses may be re-numbered
accordingly.

Clause 72

Amendment made:

Page 24, for lines 24 to 31, substitute--

"Explanation--For the purposes of this sub-section, where on or before the Ist day of October, 1998, the post of
Deputy Commissioner has been redesignated as Joint Commissioner and the post of Deputy Director has been
redesignated as Joint Director the references in this sub-section for "Deputy Commissioner" and "Deputy
Director" shall be substituted by "Joint Commissioner" and "Joint Director" respectively.'. (112)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 72, as amended, stand part of the Bill."

The motion was adopted.

Clause 72, as amended, was added to the Bill.

Clause 73

Amendments made:

Page 25, for lines 21 to 24, substitute--



"(a) in sub-section (1), after the word and figures "section 23", the word, figures and letter "section 23A" shall be
inserted. (113)

Page 25, after line 29, insert,--

"(d) in sub-section (4), for the words "two hundred rupees", the words "one thousand rupees" shall be
substituted.". (114)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 73, as amended, stand part of the Bill."

The motion was adopted.

Clause 73, as amended, was added to the Bill.

Clause 74

Amendments made:

Page 25, omit lines 35 to 37. (115)

Page 25, lines 44 and 45, omit "in the case of an order which has been passed”. (116)
(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

That clause 74, as amended, stand part of the Bill."

The motion was adopted.

Clause 74, as amended, was added to the Bill.

Clause 75

Amendments made:

Page 25, line 49, for "sixty days", substitute "one hundred and twenty days". (117)
Page 26, after line 14, insert--

"(7) Assessing Officer shall give effect to the order of the High Court on the basis of a certified copy of
judgement delivered under sub-section (6).". (118)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 75, as amended, stand part of the Bill."
The motion was adopted.

Clause 75, as amended, was added to the Bill.



Clause 76 was added to the Bill.
Clause 77

Amendment made:

Page 26, for lines 21 to 23, substitute--

"(b) in sub-section (2), after the word and figures "section 27" the words, brackets, figures and letter "or in sub-
section (7) of section 27A" shall be inserted.". (119)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 77, as amended, stand part of the Bill."
The motion was adopted.

Clause 77, as amended, was added to the Bill.
Clauses 78 to 82 were added to the Bill.

Clause 83

Amendments made:

Page 27, omit lines 3 to 5. (120)

Page 27, line 11 omit "in the case of an order which has been passed". (121)
(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 83, as amended, stand part of the Bill."
The motion was adopted.

Clause 83, as amended, was added to the Bill.
Clauses 84 and 85 were added to the Bill.

Clause 86

Amendments made:

Page 27, omit lines 28 to 30. (122)

Page 27, line 36, omit "in the case of an order which has
been passed". (123)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:



"That clause 86, as amended, stand part of the Bill."
The motion was adopted.

Clause 86, as amended, was added to the Bill.
Clauses 87 to 89 were added to the Bill.

Clause 90

Amendments made:

Page 28, for lines 16 and 17, substitute -

"(I) "disputed tax" means the total tax determined and payable, in respect of an assessment year under any direct
tax enactment but which remains unpaid as on the date of making the declaration under section 91. (124)

Page 28, for lines 24 and 25, substitute -

52 of 1962. *(j) "indirect tax enactment" means the Customs

1 0of 1944, Act, 1962 or the Central Excise Act, 1944 or the

51 of 1975. Customs Tariff Act, 1975 or the Central Excise Tariff
5 of 1986. Act, 1985 or the relevant Act and includes the rules or
regulations made under such enactment."; (125)

Page 28, for lines 41 to 46, substitute -

"(1) in relation to direct tax enactment, the amount of tax, penalty or interest determined on or before the 3 Ist
day of March, 1998 under that enactment in respect of an assessment year as modified in consequence of giving
effect to an appellate order but remaining unpaid on the date of declaration;

"(i1) in relation to indirect tax enactment, -

(a) the amount of duties (including drawback of duty, credit of duty or any amount representing duty), cesses,
interest, fine or penalty determined as due or payable under that enactment as on the 31st day of March, 1998
but remaining unpaid as on the date of making a declaration under section 91; or

(b) the amount of duties (including drawback of duty, credit of duty or any amount representing duty), cesses,
interest, fine or penalty which constitutes the subject matter of a demand notice or a show-cause notice issued on
or before the 31st day of March, 1993 under that enactment but remaining unpaid on the date of making a
declaration under section 91,

but does not include any demand relating to erroneous refund and where a show-cause notice is issued to be
declarant in respect of seizure of goods and demand of duties, the tax arrear shall not include the duties on such
seized goods where such duties on the seized goods have not been qualified.

Explanation - Where a declarant has already paid either voluntarily or under protest, any amount of duties,
cesses, interest, fine or penalty specified in this sub-clause, on or before the date of making a declaration by him
under section 91 which includes any deposit made by him pending any appeal or in pursuance of a court order in
relation to such duties, cesses, interest, fine or penalty, such payment shall not be deemed to be the amount
unpaid for the purposes of determining tax arrear under this sub-clause."; (126)



Page 28, line 47, for "in this scheme but not defined" substitute "and not defined in this scheme but defined".
(127)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 90, as amended, stand part of the Bill."
The motion was adopted.

Clause 90, as amended, was added to the Bill.
Clause 91

SHRI BASU DEB ACHARIA (BANKURA): Sir, I beg to move:
Page 29, line 8, -

for "thirty-five per cent."

substitute "forty-five per cent." (36)

Page 29, lines 10 and 11, -

for "thirty per cent."

substitute "forty per cent." (37)

Page 29, line 13.-

for "thirty-five per cent."

substitute "forty-five per cent." (38)

Page 29, lines 13 and 14.-

for "thirty per cent."

substitute "forty per cent." (39)

Page 29, lines 26 and 27.-

for "one per cent."

substitute "ten per cent." (40)

Page 29, line 32.-

for "two per cent,"

substitute "twenty per cent." (41)

MR. SPEAKER: I shall now put Amendment Nos.36, 37, 38, 39, 40 and 41, moved by Shri Basu Deb Acharia,
to the vote of the House.

The amendments were put and negatived.



Amendments made:

Page 29, line 36, for "tax arrears", substitute disputed value of the gift. (128)
Page 29, -

for lines 51 and 52, substitute -

"(1) where the tax arrear is payable under the indirect tax enactment -

(1) in a case where the tax arrear comprises fine, penalty or interest but does not include duties (including
drawback of duty, credit of duty or any amount representing duty) or cesses, at the rate of fifty per cent, of the
amount of such fine, penalty or interest, due or interest, due or payable as on the date of making a declaration
under section 91,

(1) in any other case, at the rate of fifty per cent, of the amount of duties (including drawback of duty, credit of
duty or any amount representing duty) or cesses due or payable on the date of making a declaration under
section 91,"; (129)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 91, as amended, stand part of the Bill."

The motion was adopted.

Clause 91, as amended, was added to the Bill.

Clause 92 was added to the Bill.

Clause 93

Amendments made:

Page 30, line 5, after "such determination", insert "towards full and final settlement of tax arrears". (130)
Page 30, line 8, for "authority", substitute "designated authority" (131)

Page 30, after line 10, insert -

"Provided further that the designated authority may amend the certificate for reasons to be recorded in writing.".
(132)

Page 30, line 22, after "withdrawn", insert "on the day on which the order referred to in sub-section (2) is
passed". (133)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 93, as amended, stand part of the Bill."
The motion was adopted.

Clause 93, as amended, was added to the Bill.



Clause 94 was added to the Bill.
Clause 95

Amendment made:

Page 30, after line 35, insert -

"Provided that in case an appeal is filed by a Department of the Central Government in respect of such issue
relating to the disputed chargeable expenditure, disputed chargeable interest, disputed income, disputed wealth,
disputed value of gift or tax arrear (except where the tax arrear comprises only penalty, fine or interest), the
appellate authority shall decide the appeal irrespective of such declaration.". (134)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is:

"That clause 95, as amended, stand part of the Bill."
The motion was adopted.

Clause 95, as amended, was added to the Bill.
Clauses 96 and 97 were added to the Bill.

Clause 98

Amendments made:

Page 30, line 47, after "enactment" insert "or in respect of a person who has been convicted for concealment on
or

before the date of filing the declaration;". (135)

Page 30, lines 48 and 49, for "any direct tax enactment", substitute "sub-section (4) of section 245D of the
Income-tax Act or sub-section (4) of section 22D of the

Wealth-tax Act, as the case may be,". (136)
Page 30, for lines 51 to 53, substitute

"(c) to a case where no appeal or reference or writ petition is admitted and pending before any appellate
authority or High Court or the Supreme Court on the date of filing of declaration or no application for revision is
pending before the Commissioner on the date of filing declaration;". (137)

Page 31, after line 5, insert--

"(c)in a case where no appeal or reference or writ petition is admitted and pending before any appellate authority
or High Court or the Supreme Court or no application for revision is pending before the Central Government on
the date of declaration made under section 91."; (138)

Page 31, line 7, after "Indian Penal Code", insert "the Foreign Exchange Regulation Act, 1973". (139)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is :



"That clause 98, as amended, stand part of the Bill."

The motion was adopted.

Clause 98, as amended, was added to the Bill.

The Schedule to Chapter IV

Amendment made:

Page 32, after line 35, insert,--

"23. The Industries (Development and Regulation) Act,
1951;

24. The Tea Act, 1953;

25. The Sugar Export Promotion Act, 1958;

26. The Sugar (Regulation of Production) Act, 1961;

27. The Marine Products Export Development Authority
Act, 1972;

28. Any other enactment imposing the auxiliary duty of
customs or the special duty of excise.". (140)

(Shri Yashwant Sinha)

MR. SPEAKER: The question is :

"That the Schedule to Chapter I'V, as amended, stand part of the Bill."
The motion was adopted.

The Schedule to Chapter 1V, as amended, was added to the Bill.
Clauses 99 to 106 were added to the Bill.

Clause 107

Amendment made:

Page 38, in line 20, omit "but excluding drawback"; (141)
(Shri Yashwant Sinha)

MR. SPEAKER: The question is :

"That clause 107, as amended, stand part of the Bill."

The motion was adopted.

Clause 107, as amended, was added to the Bill.



Clauses 108 to 118 were added to the Bill.

Clause 119

SHRI G.M. BANATWALLA (PONNANI): Sir, I beg to move :
Page 47, --

omit lines 24 and 25 (4)

Page 48, --

omit lines 8 to 11 (5)

Sir, these amendments seek to delete the service tax imposed on the slaughter of bovines. Even sacrificial
slaughter will also be subject to this service tax and the service tax is Rs. 1,000 per animal. It will be disastrous
for the meat industry. I have spoken at length on this subject. I fervently appeal to the Finance Minister to accept
my plea. (Interruptions) He does not even respond also.

Amendment made:

Page 47, for lines 34 and 35, substitute "tourist

vehicle covered by a permit granted under the

59 of 1988 Motor Vehicles Act, 1988 or the rules made thereunder"; (142)
(Shri Yashwant Sinha)

MR. SPEAKER: I shall now put the Amendment Nos. 4 and 5 moved by Shri G.M. Banatwalla to the vote of the
House.

The amendments were put and negatived.

MR. SPEAKER: The question is :

"That clause 119, as amended, stand part of the Bill."
The motion was adopted.

Clause 119, as amended, was added to the Bill.
Clause 120 was added to the Bill.

Clause 121

SHRI G.M. BANATWALLA (PONNANI): Sir, I beg to move :
Page 50, line 32,--

for "Rs. 3.00"

substitute "Rs. 2.00" (6)

Page 50, line 34,--

for "Rs. 3.00"



substitute "Rs. 2.00" (7)
Sir, it is about postal rates.

Rs. 2 for envelopes instead of Rs.3 should be maintained. At least somewhere let the Finance Minister respond. I
hope it will be accepted.

substitute "Rs.2.00"

MR. SPEAKER: I put amendment Nos. 6 and 7 moved by Shri G. M. Banatwalla to the vote of the House.
The amendments were put and negatived.

MR. SPEAKER: The question is :

"That clause 121 stand part of the Bill."

The motion was adopted.

Clause 121 was added to the Bill.

Clause 122 was added to the Bill.

MR. SPEAKER: Shri Kishan Singh Sangwan - Not moving.

The question is :

"That the First Schedule stand part of the Bill."

The motion was adopted.

The First Schedule was added to the Bill.

The Second Schedule and the Third Schedule were added to the Bill.
Fourth Schedule

MR. SPEAKER: Shri G. M. Bantwalla, are you moving your amendment Nos. 8 to 12? SHRI G.M.
BANATWALLA (PONNANI): I beg to move :

Page 62, line 11, --
Omit "3907.91" (8)
Page 63, --

Omit lines 8 to 14 (9)
Page 64, --

Omit lines 2 to 5 (11)
Page 64, --

Omit lines 10 to 19 (12)



Sir, I do not move my amendment No.10 because the hon. Minister has kindly responded to the question of
excise duty of rubberised coir industry. But then he added excise duty on such items as vegetarian food
packages. Already a service tax of Rs.1,000/- on slaughter of bovine animals and then this excise duty of 8 per
cent on non-vegetarian food packages is levied. The question of spectacles and lenses is very partially and
grudgingly responded to and the Government must not be so grudging. In the case of tea also, a grudging
response has come. Instead of buying big packages, we may continue to buy small packages.

MR. SPEAKER: Shri Basu Deb Acharia, are you moving your amendment Nos.16 and 177
SHRI BASU DEB ACHARIA (BANKURA): I beg to move:

Page 64, line 4,--

for "8%"

substitute "Nil" (16)

I am not moving amendment No.17 because the hon. Minister has already exempted excise duty on masala . But
the hon. Minister has partially exempted tea. I want that the 8 per cent excise duty which is being levied should
be exempted. It is a very simple amendment. The hon. Minister has partially exempted. Total exemption should
be there for tea.
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MR. SPEAKER: I shall now put Amendment Nos. 8, 9, 11, 12 moved Shri Shri G.M. Banatwalla and the
Amendment No.16 moved by Shri Basu Deb Acharia to the vote of the House.

The amendments were put and negatived.

MR. SPEAKER: The question is:

"That the Fourth Schedule stand part of the Bill."
The motion was adopted.

The Fourth Schedule was added to the Bill.

The Fifth Schedule was added to the Bill.

The Sixth Schedule was added to the Bill.

Clause 1, the Enacting Formula and the Title were added to the Bill.



SHRI YASHWANT SINHA: Sir, I beg to move:
"That the Bill, as amended, be passed."

MR. SPEAKER: The question is:

"That the Bill, as mended, be passed."

The motion was adopted.

SHRI BASU DEB ACHARIA (BANKURA): We are walking out. Since our suggestion has not been accepted
by the Minister and since there is no concern for the poorer sections of the people, as a mark of protest, we are
walking out.

1648 hours

(At this stage, Shri Basu Deb Acharia and some other hon. Members left the House.)



