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LEGISLATIVE ASSEMBLY 
& c', .• '. • 

Tuesday, 19th MaTch, 1940. 
~  .... 

The Assembly met in - the Assel1ibly Chamber of the Council House 
at Eleven of the Clock, Mr. President (The Honourabld Sir Abdur 
.Bahim) in the Chair. 

STARRED QUESTIONS AND ANSWERS 

(a) . ~ ANSWBBS. 

hDlAI, ,OwxCEBS IN TllB GoVlmlOrlBNT OJ' INDU DlIJ'ABTllBNT8 AND l'1'I 
- , . AirrAemm On'IOBS .. 

" :,;. ,j 

tMB. *.hal Parma BaDd: (a) Will the Honourable the Home Member 
IPleaRe state the number of Indian officers in each of t.he Departments of 
.the Government. of India and its ~ ~  l . l l l ~ at, New Delhi and 
.simla?' ,'- . -:'. 

" / ' 

(b) How many of these are Hindus, ~Il1 l1 ~ Silr.bA, <IUld rpthera? 
(c) What percentage of representation is enjoyed by each community 

-over the appointments now reserved or held by the IndilUls? _ 
(d) What'does he propose to lio to bring up the pereeot&ge of com. 

munities which have got either no iepresentation arvery much less than 
;their due share in each of the Department or-offices?' - , 

!'he BcmoarabIe Sir' BegiDaId KuweU: The information it being 001· 
lected and will be laid on the table 'in due course. 

MoVE OJ' 1'lDI: MIGBATO:sY POBTIOti OJ' THE lxPBBIAL S:JOaJDTABUT TO SDIL4. 

tMt. ·.hal Parma ]laild: Will the Honourable the Home Member 
Jllease state: 

,(a) what date has been fixed for mqve to Simla this year for the 
migratory portion of the Impenal -Secretariat; 

.(b) whether it was originallY intended to move uF the migratory 
portion of the Secretariat to Simla sometime in May and 
move down to Delhi sometime in the beginning of September, 
i.e., to stay in Simla for only four months; 

'(c) whether he intends adhering to the decision OI"iginally BDIlounced 
in regard to Government's lItay in SUnl,l; if not, wny not; 

(d) up to what ~ theotlicers of the Imperial Secretariat are 
moving up, and who are being permanently located in Delhi; 

(e) whether U was ever the intention of Government to keep down 
the officers up to the rank of the Deputy Secretaries, and why 
that could not be followed; and 

t Anawer to this question laid on the table, the que.tioner beiug ,abient. 

(. 1513 ) 
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(f) when it is propoled, to keep ciOlfll ~ ~  up to the rank of 
Deputy . ~ at least in: !>elhi; if not, what a!'e the--
difficulties? 

!'he Honourabl8 Sir BegiDald lluweU: (a) 20th April. 

(b) a.nd (c). No. 1 invite the Honourable Member's attention to the-
Press Communique ~  on the 25th May, 1939, in which it was stated' 
that the stay of the Government of India in Simla will be reduoedto, 
about 4 or 4i months. No decision was taken as to the exact date of the, 
move. 

(d) Officers of the rank Of Under Secl'eilaries and above s.re moving ro· 
Simla, with the exception of such Under Secretaries 8S are required for.-
the supervision of the office' staft in DeIhL \ 

(e) No. 
, . /' , 

(f) There is no such proposal. ~ are satisfied that it will be-
necessary for the prompt anft efficient despatch of business to reqmre' 
Deputy Secretaries to move to Simla. ' " , - : L, 

RlIOBUrnoNT AND PBoMOTIOlt OJ' W ABlLANT OFJ'ICEBS IN TIlE SUPPLy AlU).. 
OBDlfANCB BBAlfCllBS OF TIlE AmrIY. 

t4&O. ·SardR Sant Smp: (a) With reference to the reply to starred1 
question No. 184 given on the 26th February, HMO, will the Defence-
Secretary please state the, facilitlies ,provided by Government for the train-
ing of the Indian Military Assistant Storekeepers recruited as Warrant: 
Officers, ,Clas8 II iDo 1983, and ~  to make them eligible for promo--
tion to Class 11 If none, why not? 
(b ) Were these Indian Military Assistant Storekeepers informed at the' 

time of their recruitment or later on, that 'they will be promoted to 'Class ' 
I oIily after passing the course at the Indian Ordnance Corps Training-; 
Centre, Jubbulpore? If so, when and if not. why not? 

, (c) Has any course been prescribed, or laid down so far for the trainllig: 
and promotion of Warrant Officers ~  Class II to Class I? If not, why-
have Government taken so much time to lay down the courses for their: 
promotion, and when do they propose to announce them? 

(d) Is the Honourable Member prepared to sae that suitable and ~ l 

fied Indian Military Assistant Storekeepers are given promotion to Class L 
from the date from which the'ir colleagul!s of other services have been pro--
moted and complete the full required strength of Glass I'early? If not,. 
why not? ' 

lIr. O ••• G. ,Ogilvie: (a) Courses of instructions at the Indian ArmY' 
Ordnance Corps School are provided. 

(b) No. Government orQers of 1985 provided that promotion 1,0. 
Warrant Officer. Class T, would bp. after eight yeaTS' servit'e. No Military 
Assistant Storekeeper haR yet mght years' service. 

Revised orders of 1939 provided that Warrant Officers, Class II, would 
be promoted to Class I if sleected when they had paBBed the prescribed!. 
departmental tests. 

t Anlwer to this qn_ion laid on the &able, the questioner being absent. 
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(0) A syllabus was in course of preparation but since the outbreak of 
war, departmental. examinations have been held-in .abeyance and special 
courses of training have been prescribed. ,1', .: .' 

(d) Since the postponement of departmental examinations, orders have 
been issued to the effect that Military Assistant Storekeepers, Class D. 
may be promoted to Class I provided they are oonsidered suitable and fit. 
to carry out the duties of a storeholder. 

UlQIJIPLOYllBRT AJrollfG ED1TOA.TBD CL.t.8Ds. 
451. -Mr. B .•• .Abdullah: (a) Will the Honouraple the Home Member be 

pleased to state whether Government are aware of the aoute unemployment 
among educated classes? 

(b) How many officials, officers and clerks, in the Government of India 
offices, located at Simla and/or Delhi have bet'n re-emploY'3d after retire-
ment or retrenchment or have been granted extensions of employment? 
, (0) On what grounds do Government justify the continued employment 
of these officials, and how do they reconcile thispraotioe With the desir-
ability of atlording avenues of employment for youngmen? 

The JIoaoarable SIr BepIaId KaneU: (a) Yea. 
(b) and (c). The required information i. being' 'collected and will be 

laid on the table of the House in due course. 

NOlif-PBOKOTIolif 01' A MUSLIJ[ AS AsSI8T.A!fT FmAlifOlAL AnVIsn I!f TBJr. 
lfu.tT.ABY Fmom: DlIPd.i'WIil4i'. ' 

m. -Jlr. B ••• .Abdullah: (a) Will the Honourable the Finance Member 
be pleased to state whether any Muslim has been promoted to the post of 
Assistant Financial Adviser in the Military Finance Department since thia 
post was created several years ago? 

(b) H the answer to part (a) be in the negative, are Government aware 
that it is time that an effort were made in this direction to give the Musl'im 
community a share in the bestowal of official f\atronage? 

(c) Is it a faot that several members of the other Indil).n communities 
have held and are at present holding the appdintment of Assistant Finan-
cial Adviser? 

(d) If no suitable Muslim is available in the Military Finance Depart-
ment, are Government prepared to appoint a Muslim fro.n the Defence 
Department Secretariat, Army Headquarters or Air Headquarters, bearing 
fn mind the fact that the expenses of these offices are met from the same 
source viz .. Defence Budget, and the nature of work perlormed is similar? 

'!'he BoDoarabl. Sir Jf!IIemy Jr.aIsman: (a), (b) and (d). Appointment 
to the post of Assistant Financial Adviser, Military F'mance, is made by 
departmental promotion on considerations of merit ~  efficiency or from 
the Military Accounts Department and the "Pool". Officers with ade-
quate financial training only can be appointed to tbJR post, but I might 
add for the Honourable Member's information that last year a Muslim 
officer of the Military Accounts Department was appointt'.d as Assistant 
Financial Adviser and a Muslim officer of the "Pool" is now under transfer 
to this post. 

(c) Yea. 
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NON-PRO)(OTION OF A MUSLI)( AS ASSISTANT SECRETARY OR OFFWER 
8uPBBVISOB IN T.IDI DuDOB DBPAB'.DIDT 0 .. .Amrr HtiDQ17ABDBS . 

•• *Mr. E. M. Abdullah: (a) Will the Defence Secretary be pleased 
to .tate whether any Muslim has heen promoted to the posts of Assistant 
Secretary or Officer Supervisor (or equivalent post) in the Defence Secre-
tariat, Army Headquarters or Air Headquarters (i) during the last 20 years 
and (ii) Mce the advent of the British rule in India? 

(b) If no Muslim. has ever been allowed to hold such an a.ppointment 
during the last two or three decades are Gov.ernment . aware that it is time 
that an effort were made to redress the Muslim grievance? . 

(c) Is it a fact that at least half a dozen men of the other Indian com-
munities are at present holding the appointment, permanent or offiC'iating, 
of Officer Supervisor in the Anny Headquarters? .' , 

(d) Is there any system under which the names .of suitable Muslims are 
brought to the notice of the appointing authorities on the occUrrence of 
fluch vacancies, and is there any central organ'isation to consider the whole 
matter from a broad 1mgle? 

(e) If the answer to ~  (d) be.in the affinnative, is the Defence Secre-
tary convinced that the .system ~  been followed in. the past and, will he 
kindly state how many Muslim names have been oonsidered for such ap-
pointments during the past five years? 

lIr. O. M. G. OIQ._: -(a) The post of Oftieer Su,pervisor has only been 
in existence since '1928. At present only three Offieer .Supervi.BOlS are 
Indians. None of these is a Muslim. There is omy one Assistant Secre-
tary in the Defence Department. No Muslim has yet been appointed to 
this post. 

(b) Government oannot agree that there are grounds for a grievance. 
(e) Yes, three Indians and four Anglo-Indians. 
(d) When a vacancy occurs, the appointing authority who is 'the head 

-of the Branch concerned considers the Superintendents serving at the time 
and selects the most efficient irrespective of his community. There is no 
.central organis.ation for selection. 

(e) The answer to the first part of the question is in the- ~ . 
As regards the se-eond it is impossible to say how many Muslims have 
heen considered for such appointments. 

Dr. Sir ZlaudcUD Ahmad: Is it a fact that the Military Department 
-observes the r&Commendations laid down in the Government of. India 
:Resolution of 1934, that is, 25 per cent. reservation for Muslims? 

lIr. O ••• Q. Ogilvie: As regards the Defence Department, yes. 

Dr. SIr ZlallclcUn Ahmad: They observe it? 

1Ir. O. M. G. Ogll'vte: Yes. 
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PaoI'l'l'S nOli ~ WOBKmG 01' 'llDI ElQKy 8mN """'05 TKE 
DBvm.ol'MBNT OF hmux ~ ~. 

11111 

W. -Dr. Sir ZlauddiD Ahmad: (a) Will the Honourable the Finan"" 
Member please state whether it is a fact that Government received 
£3,790,192-19-8 resulting from the work of Enemy Ships UDder the con-
trol of India Office ul> to March 1922? 

(b) Is it not a fact that Sir Basil Blackett in his speech said that the 
profit of 3i millions was made from the control of Enemy Ships belonging 
to India? 

(c) Is it not a fact that the Scindia Steam Navigation Company wrote 
to the Secretary, Indian Mercantile Marine Company, on the 24th January 
1924, that the money so realised should be spent on the building up and 
development of Indian Merc8ntile Marine Company? 

(d) How did Gove!'Dment spend the amount? Is it lying in Suspense 
Account? If so, how do Government propose to utilise this amount? 

The HOD01U'&b18 Sir ,lertrAJ Balm'a: (a) to (c). Yes. 

(d) The net profit which turned out to be £8,718,002 was credited to 
revenue. 

1Jr. IIr Zlaaddln AIunId.: May I ask when it W8S credited to revenue. 
and why was it credited? 

'lIle HOD01I1'&ble Sir lenmJ Kallman: It waf,! credited in the years 
1923-24-£1,675,000; 1924.25-£1,650,000; 1925-26-£393,002. If· the 
Honourable Member will refer to the Budget speech of Sir Basil Blackett--
I think it was the year 1924-25-he will find an ~ . of how this. 
amount \'I"8S treated, and why. 

Dr. Sir ZIauddiD .Ahmad: The Government of India's attention was 
drawn to this by the Scindia Steam Navigation Company on the 24th 
January, 19"M. Did Govemment give any reply toO this? 

, 
'!'lui Honourable Sir lerflllq Kat.aD: Government did reply to the-

proposal at that time. 

Dr. Sir ZiauddiD Ahmad: Was it the reply that the Government of 
India are not willing to spend the amount on ~  development of the 
Indian Mercantile Marine, but wanted to appropnate the :noney? 

'lIle Hcmourable Sir leremJ Ba'aman: The reply 'Was that items of 
revenue must be credited to revenue and not ~  for s.p.ecific p.ur-
p)ses, and that the question of assistance to the I ~ Merc8utlle Manne 
must be dealt with separately, and any sums requu-ed must be voted. 
aeparately by the Aisembly. 
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W. -.hal PIftaa .aid.: Will the Defence Secretary be pleased to 
8tate: 

(a) if it is a fact that, in the newly prepared house tax assessment 
list of houses and shops at Kasauli Cantonment, the assess-
ment valuations of most of the houses and shops have been 
fixed at twice or even thrice their annual renting values; . 

(b) whether GovernIIient are aware that there is a great difference 
between the assessment valuations fixed now and the valua-
tions of any of the previous years . 

. (e) if it Is. ~ ~  in recent years both' the market value and the 
annual renting value of the house f\roperty at Kasauli has 
gone down ~ much, so much so that during the last two 
years a good many houses remained vacant as there was no 
demand for them; 

(d) whether Government are aware that a good deal of sensation 
has been created at Kasauli owing to the excessive assessment; 

(e) if Govemment are prepared 'to place:the copies 'of'the new ~ 
ment list and the last assessment list on the table of the 
House which will show the difference between the two; and 

(f) what action, if any, Government are prepared to take in the 
matter to allay the apprehensions of the peOple eonoerneci'? 

Mr. O. K. G. OgUvle:, I am collecting the information and will lay it on 
the table in due .cQurse. ' ,. 

DlUUNDS 01' THB SIIlOBlll'l'AlUA'l' STAPI' PBBKANBNTLY LOCATBD IN NBW DBLBI.' 

~ . -Bhal Parma Band: (a) Will the Honourable the Home Member 
please state the concessions bv way of extra casual and closed holidays, 
8S also the grant of allowances: etc., which were asked for by the Imperial 
Secretariat Association for such of the staff which has been permanently 
loeated at New Delhi, and which demands have so far been acceded to 
-and which are still outstanding or are under consideration and why? 

(b) Is he aware that such of the Secretariat staff who have been 
permanently stationed at New Delhi consider it a ;breach of unwritten 
agreement or condition of their service whereby they have been deprived 
of not only the healthy climate of Simla but of many other allowances and 
concessions '!Vhich they used to enjoy at Simla by way of free accommod",-
tion, ete.? 

(0) Is he also aware that, by their location at New Delhi, they will 
hereafter be required to pay house rent for full twelve months as against 
-Biz months they used to pay previously? 

(d) Is he further aware that one of the reasons usually advanced by 
Government for the rejection of requests from the Imperial Secretariat 
Asaoeiation and others for the grant of as many holidays as are enjoyed 
by the std of' the Government of the Punjab or ~ Government, has 
been that the Government of' India Secretariat enjoyed 80 many other 
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~  such as, Simla move, and that if holidays were not.:observed 
iII,the Secretariat on those lines, it did not matter? If !lOt, what were 
the other reasons for not acceding to their requeatapreviously, and what. 
~ they now doing? 

(e) Is he further aware that many of the staff who have been perma-
~ l  located in Delhi had been moving to Simla for the last 15 to 25 

sears and are now in a fix how to put. up with the scorching heat. of Delhi? 
(f) Is he aware that many of their children were bom and brousht up 

:in cool climate alid that they entertain fear about sickness in the family 
-entailing burden and more expense on that acoount? 

(g) Is he also aware that they will be required to meet expenses in 
l'e8pect of conveyances and drinks in the summer? 

(h) Is ~ aware that, by the ~  of this move, many of the, 
staff will be obliged to send their families to hills for some time at least 
Which means extra burden· on their income? . 

, ,-he ,B:ODOU1'&ble Sir :aeglD&ld ~ 1l  (a) ~  ll~ ~ . ~ .that 
15 days casual leave and all the- local 'boWlays fallin<g llUiingt.be .notitbs 
of May to September will be admissible to non-migratory staff in Delhi. 
As regards ll ~  I would refer the Honourable. Member to the reply 
given by the Honourable the Labour Member to part (b) of lItarroo quei. 
tion No. 446 on the 18th Umtant. 

(b) It has been so stated in a representation submitted by the Imperial 
Secretariat Association. 

(c) The Honourable Member is referred to the reply given by the Hon-
ourable the Labour Member to part (a) of starrei question No 311 on the 
8th instant. ' , . 

(d) No. The reason was that it is preferable 'to ~  Ii. smaber ~ ~  
of real holidays than to ~  a large number of nominal holidays. 

(e) The reply to the first part of the question is in the affirmative. All 
-regards the second part, I am not aware that this is the case. 

(f) I have no ,reason to suppose that 'tHere are' l l ~  l ~  
lUnd: ' 

(g) Yes. 
(h) I have no information. The staff remaining.in Delhi will be in the 

'8&IDe position in this respect as other non-IDip'atory staff has been 
hitherto. 

GUlIT 0.,.4 SUJOOB . ~  TO TlIB SBCBBTAlIUT BTIJT l'BBIUl'DTLY 
LOCATED Ill' NEW DBuu. 

M'l. ·BbIi PanDa Band: (a) Will the Honourable t\e Home Memba: 
!please state what the approximate savings to Government would be during 
1940-41 and each year thereafter on account .of the location of the 
'Secretariat staff at New Delhi, which they would have otherwise been 
nquired to pay to the staff by w,"Y of trave1lirig allowance, Simla ho ... 
cent, rent-free quarters, and other local allowances? 
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(b) W}iat woUld be the expense if they had agreed to pay a small 
alloWance for the hot weather only to such of the staff who ~ beeD; 
10caMd permanently -at Delhi'in ~  to meet extra burden on their purse 1: 

(c) What would be the expense yearly for paying summer allowance&. 
to .. such of the staff until they retire? 

(d) Will ~ pleSIl8 st/1.te the eases in which ~~ made appoint-
ments ill higher grades of the Government of India, Federal 'Public Seriicit 
COmmission and other offices, in which written or unwritten and implied-
condition about their move to Simla was given and on written or unwrittenl 
representations fr0\U such of the officers, Government had to permit thEr 
officers to move up to Simla? 

(e) Is he prepared to consider the desirability of affording some relief 
to such of the staff of the Secretariat who have been deprived of privileges-
on the violation of an implied condition of service about their move· to 
Simla, by way of granting them some allowances for \lummer season ,,,t 
least? If not, why not? 

The BOD01U'I.ble -SIr BepnaJd Kuwel1: (a) 'The approximate savings 
will be Rs. 8 lakhs. 

(b), (e) ani (e). A representation has been received from the Imperiai 
Secretariat Association pra.ying for the grant of a compensatory allowa.nce-
and is under consideration. The cost of such an allowant'e cannot be 
('.alculated at this stage. -

(d) There are no such- cases. 

GRANT OF MORE HOLIDAYS TO SEOBETABIAT STAFF. 

tWo *BhN PU'ID& .aDd: Will the Honourable the Home Member 
please state whether he proposes to sanction the grant of more holidays 
to the staff as 'asked for by the Imperial Secretariat Association? If cot, 
why not? 

The BoDoura.ble Sir JhIiDald Kuwel1: I would refer the Honourable-
Member to the reply which I have just given to part (a) of question. 
No. 456. 

LooATIO!( OF TII1II ABKY HEADQUARTERS IN NEW DBun. 

tB9. *Bhat Parma Band: (a) Will the Defence Secretary please state-
if the location at New Delhi of either the whole of the Army Headquarters 
or a part thereof on the lines of the Civil Secretariat was ever considered? 
it so, when and with wha'trellults ~ ~  If riOt; why-roUT 

(b)·Is he ~  that while moving from Simla doWll. to l~  the-
authorities did n09 allow any joining time to almost the 1vhole of' the '1Btaff 
of the ArmJ, Read.qu!arters who were ordered to join office at New Delhi 
Qn the f(\llow,ing day? Was it because of the war emergency? 
.' I, ,_ '. ._., 

t An8wer to ihi. question l~  on the table, .~  questioner. having exhaust8cIhi.i. 
quota. 
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,(c) Is it a. fact ~  Delhi being a station from where acce8B or· 
approach to all places in Inrua is easier than from Simla, tt was 'consi-' 

~  the best station for transaction of Government business during. 
emergeooiesandso the .Axmy Headquarters ·as a whole moved down? 

(d)' Is he' aware that'some of the branches of the Army Headquarters: 
used to stay as 1\ whole in Simla for the whole of the year? If so, why· 
could not all of such branches of the Army Headquarters or parts thereof,. 
be'located at New Delhi? 

, . (e) What were the eircumstances under which the Headquarters Royal AU--
F9rpe stayed for some years at Delhi and for ~  period at Ambala. 
throughout the year, and do those conditionsoot exist now, ana cm 
whole of that office or part thereof beaWioned; permanently at New-
Delhi now? If not, why not? .'. 

(f) Was it not with the idea of removing congestion at Simla ~ 
Government decided to locate the Civil Secretariat at New Delhi? 

(g) What was ~ pre-war strength of each of the ~  of the-
Army Headquarters and what is it at present? 

(h) Are Government aware of the feeling that the underlying idea 0(" 
removing the congestion of Simla will be frustrated, if the whole of ~ 
Army HeadQuarters is allowed to move up to Simla with its doubll" 
strength of the staff, than the pre-war streD,th? 

(i) Does he propose to see that only such of the Army Headquartel'lF 
staff moves to Simla from now, as is absolutely required? If not, why not r 

.~. . 

Xl. O ••• G. Ogilvie: (a) The matter has been considered; but in view 
of the different nature of the work in . Army Headquarters it· WIIS decided' 
~  ;otJte .• ystem now adopted for the . Secretariat \vould noi result iD-
efficiency. 

,;(b) The reply to botli parts of the ~~~  .~ libe affira;nativc, 

. (0) No. The reason is that Army Headquarters cannot work eftioienti, 
in the ~ ll  emergency if divided. It is also necessary. for it to be in ~ 
closest touch with the Government of India. .' 

(d) The answer to the first part is in the affirmative. The answer kr 
the.eoond is contained in the answer to (e) above. 
","', 

c:' (e), ,Air Headqu;rters, India, remained throughout the yeIJ.r at Ambala: 
between the winter of 1921 and summer of 1923. They have never been 
located at. Delhi throughout ·the ~. Aluhala was. abandoned in favour 
of Delhi (Simla in order to ensure close co· ~ between the Army 
an4 A,ir_E:Clrce. 

(f) Yes: 

(g) A,statement is laid on the table, 

. (h) N? 

":.'(i} ns:: 
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Pze·War StreDgth PleIent StleDgth 

Officers Clerks Offi08l'll ,Cl8l!b 

(1) General Staff Branch 59 153 91 191 

o;(J) Adjutant General's .Elnuu!h (inolud. 36 164 44 211 
ing lIrIedioal Directorllote). , 

,,3) Quarterm&flter General's Branch 41 119 45 121,' 

(4) Maater Geaera.l of the OrdDanoe 46 310 66 4S6 
Branch [including Assistant Dir. 
ector of Ordnance Services (Pro. 
vision)]. 

0(6) Engineer.in·Chief's Bra.nch, 14 159 27 292 

;(6) Military Secretary's Branch 7 45 11 62 

-(7) Air Headquarters ; 28 84 33 93 

:(8) Judge Advocate General'. Office 4 8 4 8 

19) .Contracts Directorate . 6 91 

4(10) .A.BBistant Military Secretary (Per"' 6 4 6 6 
sonal). 

Total 247 1,137 327 1~7  

·Smce placed under the admini»t.rath'e control of the Supply Department. 
• • ~. • ", ~ - '" 0 0 ,:' 

GIVING OF CERTAIN AsSuRANOES '.00 INDUSTRIES AFFECTED BY THE ~  
PBoFITS TAX. ' , 

480. -Sir AbdUl Ha1ImQ!Lamavl: (a) HaE; the attention of the Honour-
:able the Finance Member been drawn to the ,circular of the Chamber of 
Shipping of the United Kingdom, dated London, the 2nd January, 1940, 
~ the subject of Finance Act,No. (2) 1939--:excess profits tax, where the 
.:iollowing statement is made: 

.. When the above Act was passed through all its stages in the early 
days of October there was no time for the various interesta 
concerned to give proper consideration to the measure and the 
Chancellor of the Exchequer gave an assurance that aetailed 
examination and criticism of : the provisions of the excess • 
profits tax might be postponed until the regular budget, in the' 
Spring of UNO"? 

(b) If the answer to part (a) be in the affirmative, do Government prO-
-pose to give a similar assurance to the various industries affected by the 
-tax in this country? ' 

(c) IR the Honourable Member aware that the following statemeDt is 
:Also made in the circular referred to in part (a): 

If ~ re'Presentations will be made that a special reserve should 
be allowed out of profits to replace vessels lost during the 
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war, or vessels in commission at the end of the war which 
would have to be replaced at a cost which would exceed ~ 
cost of the fleet replaced. This is of paramount importance 
if the shipping industry is to be maintained after the ~  

(d) If the answer to part (c) be in the affirmative, will a special 
Yeserve for special depreciation be allowed to the shipping industry in this 
.country and the amount of such reaervefor depreciation deducted before 
:ascertaining the profits liable to the propoaed profit. duty? 

The Honourable SIr .Jeremy Jtalemu: (a) and (c). I have not seen a 
~  of the rircular referred to by the Honourable Member, but I have 
seen .the official report of the Parliameatary proceeamgs rafe1Tt'd to 
therelD. 

(b) The Honourable Member is referred to paragraph 2 of the report 
of the Select Committee on the Excess P>-ofits Tax Bill. 

(d) The Honourable Member is referred to the provisions of the Excess 
Profits Tax Bill which is before the House . 

..ALLoWING 01' CABBY FOBWABD 01' ABPARa AND LossBB I'OB PUBPOSB 01' 
CHABGIl!fG ExcBSS PBoFITS TAX FROM: THB INDIAN SRIPPING bntrs-l'BY. 
"1. ·SIr AbdUl BaUm Gh1llll&v1: (a) Bas the attention of the HOllour-

able the Finance Member been drawn to ~  ~~ and 82 of th, Annual 
Report of the Chamber of Shipping of thij' United· Xingdom 1987-88, 
where the following statement is made in regard to the national defenCe 

·oontribution : ' 
.• After full discussion in Parliament, the Government accepted. these 

proposals and the tax as adopted fully met the views of ship-
owners. In particular, it preaented the .principle of income 
tax practice of allowing carry forward of all arrears of 
depreciation, as well as six years' lossea before the amount of 
profits is ascertained, a point of special importance to the 
shipping industry, who must rely upon good times to make 
up arrears of depreciation accumulated during depreasions"? 

(b) If the answer to part (a) be in the affirmative, will such carry 
~  of all arrears of depreciation as well as six years' losses be a.llowed 
"iio the Indian shipping industry before the amount of profits is ascertained 
-for the purpose of the proposed excess profits duty? 

The JIonourable SIr .Jeremy 'Ba'emu: (a) Government bne not seen 
a copy of the report referred to but the position indicated in the extracil 

-quoted appears to be correct. 
(b) The Honourable Member is referred to the provisions of the Exces. 

Profits Tax Bill which is n.ow before the House. 

~ I  OF MEMBERS TO THE STAN1DING COMMITTEE FOR 
ROADS. 

JIr. Pr8ll4eDi (The Honourable Sir Abdur Rahim): I have to inform 
the Assembly that. upto 12 NOON on Friday t.he 15th March. HMO. the time 
-hed for zeceiving nominations for the Standing Committee for Road • 
.even nominations were receind. The candidature of one member wu 
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[Mr. President.]" 

withdrawn by the proposer. A.s the number of remaining candidates· is. 
equal to the ~ of vacancies I declare the .following Members to be 
duly elected, namely: . 

(1) Haji ChaudhUry Muhammad Ismail Khan; 
(2) Sardar Bahadur Captain Dalpat Singh; 
(3) Syed Ghulani BhikN'a:irang; 
(4) Maulan8 Zafar Ali Khall; 
(5) Bhai Parma Nand; alid 
(6) Mr. J. Ramsay Scott. 

THE EXCESS PROFITS TAX BILL-contd. 

1Ir. Pruldent (The Honourable Sir Abdur Rahim): The House will. 
now. resume consideration of the Excess Profits Tax Bill, clause by clause. 
The question is: 

"That part (d) of Bub-clause (I) of. cleuse 6 of the Bill be omitted." 

. ~ 1  Zia1ldcUD Dma4. (United Provinces Southern Divisions: 
Muhainmadan Rural): SIr, I was supporting yesterday the amendment.. 
moved by my friend, Maulvi Muhammad Abdul Ghani: 

"That part (d) of Bub clause (e) of clause 6 of t.he Bill be omit.ted." 

. This clause was added by the Select Committee. It was not in the' 
original Bill and I should like to poiilt out that the addition of this clause-
has cost a good deal of money as far as the revenue is concerned. I said.. 
clearly that had it been a question of the remission of this amount, L 
will not mind it very much. But if the money so remitted is to be realised. 
by some ~ l tax to be levied on pers0D8 who are comparatively· 
poorer, then I think it is a matt'=lr for serious consideration of the Govern-
ment. I repeat it once more. If the Government is pleased to dispense' 
with their revenue to the extent of about two crores, then I do not mind if 
they remit it. If my wealthier friends become a little more wealthy, I do-
not mi1ld it. But if that amount is to be transferred by means of some 
other taxation to the people who are poorer, such as a taxation on sugar ... 
cr high price d postcard or some ot.her thing, then certainly we, who are 
not so wealthy, will object to su\!h trtmsfeT Bud oppose ~ amendment 
made by the Select Committee. 

Sir, I have got with me the Investors' Year Book and I have ta.ken 
from it 12 companies only. 1 have put down their financial position on this 
l'8per which I will be willing to give tOl\nybody who will take objection t,o.. 
my arguments. I have taken down their profits for the years 1936, 1937 
and 1988.<" The profits of these 12 companies for the year 1988 comes t,o.. 
6,19 laIdis, for the year 1937 it comes to 4,91 lakhs I\nd for ~ ~ 1936-
it comes to 4,71 lakhs. Now, if we adopt only the optioDs given In. th.e 
original Bin, then the standard profit will be 4,80 lakhs, taking the maXl-
mutn of the average of 1985-36.80, if there ~  any income over ~ abo"!&' 
4;80 lakhs, it will be taken to be the excess mcomeand the taxatIon wi1l 
be levied on that. Now, by adding this particular option ~ l  (d) the; 

• 
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~  profit is raised. Instead of 4,80 I.khs, it now becomes 5,55 lakhs, 
.that lS, 75 lakhs more and therefore the .tax that· ,you will now levy will be 
.871 lakhs less. I will give an illustration. Suppose the income of these 
12 companies, during the chargeable accountiug periodll, is six crores then, 
if we adopt the option of the Bill in its original form, the exces; profit 
will be six crares minus 4,80 lakhs, or '1,20 lakhs. and we will get half of 
:ihis profit, namely, 60 lakhR. But if we take the new option, then the 
'iltandard profit will now be 5,55 lakhi a\ld the excess profit will only be 
45 lakhs and the ~ realised will beouly 22i lakha. l.'herefore: we 
.lose 37t lakhs on these 12 companies only. Honourable Members lTJay 
.argue in any way they like, they may ,.ay that I do not understau!l. the 
Bill, as an Honourable Member in his enthuaitJDt. ihas saftl it, ':btitDdbody 
can deny these figures because they are taken from the Investors' BOok. 
So. I maintain that on these 12 companies· alone we lose by ~  option 
37! 1akhl!. And if we take up all the lllills and the various industries-
nud 1 nave not touched texWe at all-then the sum will rise to an 

·{'normous figure and according to my lelit.itha.ie 'i' will be in tIM iieighhour-
:hood of two crares. I think it is Dot corrHt on the part of, the Government 
to let this very big amount go in this particular manner and transfer the 
tax from the richer people to the poorer people. 

When the Finance Bill will be before us, we will implore the Govern-
:.went to reduce the price of the postOUl'J from .uiIb pies to lix Piea ana the 
-Government will say that if they accept our recommendation,' it will coat 
them 60 Iakhs wl1ich they cannot afford to lose .. But here you are prepared 
to lose two crcres and give it to the richer people. If this money is' to be 
:remitted 8lld the incidence would not have fallen on the poor then I do not 
mind it at all. Let the Goverumeut ~l . ~  they like.' But if the inci-
dence is to be transferred from wealthy p6l"8On8to those who are oompara-
tively poor and also those who are really very poor, then 1 object to it 
becauRe it is not just liud you will not be doing jU8tice to the people at 
huge. No doubt, these wealthy people have got a good deal of iufluence. 
They can afford to have propaganda. The.maaer people ,have got no 
.organisation and they can do no propaganda work and the Government 
. alone can be the custodian of their interests. . Gov.ernment hav'" to 'weigh 
ill their mind whether this amount is to be realised from the wealthy 
classes, or this incidence should be transferred from the wealthier clasle8 
to the poorer classes. That is the reul issue in this amendment. We have 
t<l decide whether we should collect about two crares fram these wealthy 
pcople-and there are two industries of these wealthy people whom we 
have protected, namely, the iron aud steel industry and the textile indus-
try, I am not discussing these industriel just now but will do 10 on the 
uext amendmentr--or levy a tax on the poorer people. We are now 
handing over this additional amount to those pel"llons who are already pro-
-tected and who have already got enormous profits, about three times the 
profits which were given to them by the Tariff Board. I dobeeeech the 
.Government to look after the interests of those persons who cannot. apeak 
for themselves and they shou1d not be influenced by the richer people who 
Clin carry on their propaganda ~  ~  ~  of ~  
money they have, which we ha!e put m thea pQCkets because of the hlgh 
iarift waDs. 

Ill • .AIrbIl QIwuIra »au. (Chittagong and Rajahahi Division.: N()Jl-
Muhammadan Rural): Sir, I oppose this amendment. . Tlria change .... 
made in the Select Committee in the interest. of new indUllwiea and..,.. 
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[Mr. Akhil Chandra Datta.] 
businesses. 'rhe reason for this amendment is given in tbe report' of ~~ 
Select Committee where tiley say: 

"'Our amendment of 8ub·cla\l8e (1) is intended to provide that a bullinells starwll 
after the 31st day of March, 1936, may at. its option take as the standard profits . . . . .. 

The Honourable. Sir Jilremy Baisman (Finance Member): I am afraid. 
the Honourable Member is speaking to the wrong amendment. ~ 
amendment on which Dr. Sir ZiauJdill Ahmad has just addressed is ~  
which seeks to remove 1988 from the stllndard periods. 

Mr. Akb.il 0haDdr& Da&;g:, My impression was that we are now discus-
sing amendment No. 56. A change was made as I was saying to give the. 
option to new industries and new ~  the option of taking either 
the stanCiard profits . . . . . . . 

The 'JIoDourable Sir lere., Ballman: I am sure the Honow:able 
Member is speaking on the wrong amendment. Amendment No. 56 seeks. 
to omit part (d) of sub·clause (2) ,of clause 6 which was added by the Select;. 
Committee and which gives additional option for the purpose of statutory 
period. • 

Iir. Akbil Oh&ndra DaUa: I stand corrected. But -1 oppose ~ 
amendment all the same. This additional option was given by ,the Select. 
Committee in the interest of the taxpayers because the whole complaint. 
was that we wanted 1938 by itseli, hut the Government. would not ~ 
to that and by way of something like a compromise the average of 198'7" 
and 1988 was adopted. We are strongly in favour of this additional option 
that was given by the Select Committee. There it; some difficulty in deal-
ing with this amendment as the Honourable the Mover did not give any 
reasons whatsoever in support of it. 

Dr. Sir Ziaaddin.Ahmad: Yes, a. saving of two crores. 

JIr • .AkhIl Obandr& Datta: But the Mover di(l -not give his reasons. 
We do lWt know what is ill his miud. It is rather unfair to move an 
amendment without giving reasons to the House. Now, this has been 
supported by Dr. Sir Ziauddin Ahmad in the interest of revenue. So!ar-
as that aspect of the question is concerned, I do not hold any brief for th& 
Finance Member. If the Honourable Member thinks he has any right -to-
hold any brief for the Finance. Member in the interests of revenue, he is. 
quite welcome to do it. We look at the provision not from the stand-point 
of the yield of duty, but from the point of VIew as to whether the addi-
tional option is fair to the assessees in view of the fact that 1988 was com-
paratively a better year for the industries than 1937. Our case is that that 
would make the standard year s little more equitable. Sir, I oppose the· 
amendment. 

The lIonourable Sir Jeremy ltaisman: Sir, I must oppose this amend-
ment. I accepted the provision which is in the Bill. This was put in: 
after long and careful consideratiC'Il and discussion in the Select Committee. 
Mv HODourabie iriend, Dr. Sir Ziauddin Ahmad, dealt with the ~  
purely from the revenue point of view, but as 1 pointed out in my Speech 
on the motion for consideratioD of the Bill, there are other aspects. to be-
aken into account and I beline that by adding this option we have given 
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8 much broader and more equitable basis to the tax .. t ~  however, glad 
to have the full admission of the Honourable the Deputy President that. 
h" is entirely unconcerned with the revenue aspect of these ~. 
That wa,exactly my trouble with him yesterday when he was supporting· 
proposals which would have cut away the whole ground from under the 
tax. Mv own attitude is that I stand midway between those who would 
reduee the yield of this tax- to a nugl!.tory amount and those who. like my 
Honourable friend, Dr. Sir Ziauddin Ahmad. in their anxiety to secure' 
the maximum yield would brush aside considerations of equity. Sir, I. 
oppose the amendment. 

JIr. Prelident (The Honourahle Sir Abdur nnlJim't: The question il: 
"That part (d) of lub-claaae (I) of claulle 6 of this Bill be omitted." 
The motion was negatived. 

Dr. Sir Ztauddin Ahmad: Sir, I neg to move: 
"That in part (d) of nb·c1aaae (II of c1a_ 6 of ~  Bill, .after the word 'eWer-' 

mined' ~  words 'for the year endIDg au the 3lat. day of Mareh, 193jJ, and'. be ' 
iu.erted. .. . . . . . . 

Sir, this is rather an important amendment.··. My HonQurable friend-
rejected the previous amendment on the· ground of equity. Of course the" 
Bill was drafted by the Honourable Member ~ l  and he fOl'got entirely 
this questiou. of equity when he .. drafted the original Bill. This question of' 
equity cropped up in the Select ~ . He just jumped upon the" 
iqea and said that it is a very ,imporlJlnt and equitable thing and he 
changed his mind consequently and he changed all his calculations on-
which his original Bill 1\"as based lUlU ~ ll ild ~  the kind of equity-
suitable for millowners. , '. 

Sir H. P. Kody (Bombay Millowners _-\uoeiation: India.n UOJJllUerCc!lJ: 
The wOl'd "detennined" occurs twice in 1ihI. lub-olause. After which" 
word, "determined", does he want this to apply? 

. Dr. Sir Z1auddln Ahmad: I am referrinG to part Cd) and Dot to part (a) .. 
1 was saying that this question of equity came onIv at the l ~ Com-. 
mittee stage. My friends, Sir H. P. ~I  and Mr: James were able to-
draw ~ ~ ~ to this ~  to ~  and. the Finance Member accept-
ed thiS pnnclple of eqwty on their suggestion. Never mind. ~ the 
profits cf last year be included in that and that amendment is lost. T do 
not quarrel with that. Now, I move the second am611dr.lent and give them 
the benefit of 1989. Take the average of 1939 or 1'338, but take the-

. average of three years, 1989, 1938 and 1987-that is the last three years. 
In that case this is also equitable because you have included in the latest 
profits though the war had not commenced at that time, but certain 
industries were benefited on account of war conditions in Europe. If we 
accept this 1 ~ l  then for the same. 12 in.dul!tries which I have just 
quoted the 1038 will be reduced substantlany, lUl'tead of losing 371 lakhs. 
our losses will be reduced to about 12i Iakhs only _ If your standard profit 
be taken to be the profit not of the last two years, but'of three years to-
gether, which is the object of my amendment, ~  in that case the losses 
would be made up substantially. Instead of Ir. loss of 871 lakhs on these 
industries, you will be losing only 12i lakhs. Thet'e will be a saving. of 
25 lakhs on these 12 industries alone. By taking this option and asking 
the industries combined I think our loss would be reduced from about;. 
two crores to about 50 lakhs, or perhaps less. 
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[Dr. Sir Ziauddin Ahmad.] 
If it is quite equitable to give them the benefit of the enormous prc;>fits 

,during last year, we should at the same time take the average of three years 
instead of two we will do justice to them and justice to us. If you have 

;;a combination ~ two years there is a proposal later on to take the profit of 
-,one year alone in which case the losses would still be greater. My friend 
thought it would be equitable to combine two years, and I want to add 
.one year more in which case our losses will be reduced to about one quarta;r, 

_ .8S is shown by the result of theBe 12 industries. 
As regards equity, I want to discuss that word. As far as steel industry 

·goes, equity means giviJ:l.g theql the profit ,which the I ~ .J.:l.o¥d -&a'!e. 
'·The Tariff Board gave them a profit of one crore, after fueetrilg w6i'km:g 
. expenses, depreciation,·etc. And to give them that ·one crore ~  heavy 
·.duties have been put on the' consumers and on the smaller industlrles. 
Their profit recently has been 3·64 crores, and so beyond one crore is 

.• excess profit which is inequitable. Therefore, in the case· .01 1ilieseG'pro-
·tected articles equity demands that we should give them the. pl'Ofit on 
. .account of which these hea,vy customs duties were levied. '. This principIa 
,of equity should be applied not only to the protected industries bilt .a180 
to the consumers and the smaller industries. The proper share of these 
industries is what ~ to them'.. To give them anything 1es$ 

-Is inequitable and also any profit over and above that is inequitable to ~ 
consumers and the smaUer industries .. "So the word "equity" mllst be 
,applied to India as a whole. 'So I assert that you have shob partiality 

.. to the protected industries and iron and steel but you have been inequitable 
. to the consumers and smaller industries. Sir, I move. 

JIr. Preatden\ (The Honourable Sir Abdur Rahim): Amendment 
-moved: 

"That in part (d) of sub-clause (t) of clause 6 of the Bill, after the word· 'jeter-
mined' the words 'for the year ending on the 31st day of March, 1938, and' be 
i1lserted. ,. 

Sir E. P. lIod.y: Sir, in spite of considerable provocation' i" ~ I not 
'import either passion ot levity in my reply to my Honourable friend. I 

. -must say that I am entirely unable to understand him. Has he consti-
;tuted himself the custodian of India's purse, and is it his sole object to 
. screw out B8 much money as he can through the operation of this meaSure? 
-What is the object of the Excess Profits Tax Bill? The object is to tax 
ihalf of the additional profits which arise as R. result of the eonditions 
generated by the war. My Honourable friend is not concerned with all 

:that. He is all ~  time thinking in terms of two crores and 50 lakhs, 12! 
.}akhs. etc. InCidentally I do not know how he a-rrives at these figures. 
-He must ~  beeD:. ~  a conRiderable amount of midnight oil on 
them. He IS only thmkmg m terms of figures, forgetting all the while that 
what is intended by this taxation is not to enable Government to put tJIeir 
·hands into the pockets of industrialiRts and capitalists. but to tax profits 
which are supposed to accme directly as' a resu!t of the war, in order to 
finance tbe war. The amendment that was adopted by the Select Committee 
-was entirely because we were able to induce the Finance Member to Odnsi-
.der the wiewpoint of industrial and commercial interests. We proved that if 
this additional option were not given what would be taxed would be not 
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war profits but normal profits. My Henourah'e mend's whole argunlbt 
seems to resolve itself into this : try and get as much money as you can 
BDd then put it aside as a reserve so that the quarter-anna post card may 
not someday be raised to half an BDDa, or that those wonderful consumers. 
-I do not know where they reside,- for whom he is perpetually talking 
in this House, may not be taxed. 

Se:veral Honourable Kemberl: They are .here, we are the consumers. 

Sir H. P. KodJ: The consumers in thie House do not strike me as 
being particularly poor. 

If Sir Ziauddin's amendment were carried it would mean only this that: 
what would be subjected to the Excess Profits Tax would be not. war 
profits but profits arising out of the normal expanllion of business; normal; 
prosperity and nprmal development., .. 'l'hat is PUrely not the 'object of 
this measure and I 'strongly oppose the amendment . 

. " 
Dr. Sir ZiHddin Ahmad: Is it not a fact that the Tariff Board gave 

the steel industry one crore and they-are now rEJ&1ising as much 8S Sf erofC!l? 

Sir H. P. :.odJ':The ~ l industry is almost becoming a king Charles' 
head to my HonourabJe friend.' Every time he gets up he trots out the 
Tariff Board report and invokes its aid for whatever argument he has to 
advance. I want to know what that has got to do with this Bill. It 
and when any question of extending the measure of protection which was 
given to the textile, steel or any other industry comes up before the-
House, I can understand ~  Honourable ~  advancing this argument. 
But he seems to{) advance It I)n every conceivable occasion. I do Dot bow 
whether he has now got into the habit of reciting it in his sleep. Sir I 
do not think there is either any logic or sense in what my Honourable 
friend has advanced. 

The Honourable Sir ;Jeremy BatmUl: Sir. in opposing this amendment 
I shall only deal with one point. Sir Ziauddin Ahmad asbd where my 
considerations of equity were when I first introduced this Bill. I think 
I made it quite clear at an earlier stage that in putting before the Houae 
fI mensure which was .rmbl'tantiallv identi('al with the Excess ProfitR Tax 
Act in the Uirited Kingdom I was prepared to go into the matter very 
thoroughly in the Select ,Committee and to consider in what respects it; 
might work inequitably ,in Indian conditions and in what respects it. 
was not entirely suited to Indian conditions. I did nOl; pretend that the 
Bill in the first instance was my last thought on the subject, and in the 
Select Committee I was convinced that the addition of this option was 
necessary in order to secure fair working over the whole field of trade in 
Indian conditions. 

Mr. Pr8lldent (The Honourable Sir Abdur Rahim): The question is : 
"That in part (d) of sub-c1aue (I) of c1a1ll8 6 of the Bill, after the word 'deter. 

mined' the "'orela 'lor the year ending on the 31st da)' of March, 1938, and' be 
iDaerfjBd." 

The motion was negatived. -. 
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II&Dlvl Mubammad Abdul Gllal (Tirhut Division: Muhammadan): 
Sir. I move: 

"That to l ~  (o!) of clause 6 of the Bill the following further proviso be 
added: 

'Provided further that in case of protected industries the standard profit ~ l1 

be the profit allowed by the Tariff Boards'." 

The amendment is a very simple one: There have been vllrious objec-
tions to the methods of realisation of the  tax as mentioned in the Bill : 
there have been several calculations, but there is a Tariff Board authority 
which is accepted and quoted by. several capitalists in this House, and it 
is an authoritative body. It is especially referred to whenever the ques-' 
ti,)n of ~  profits accrued to cane producers comes in. However, 
I agree with them and here is the chance for me to urge the same principle 
which' they have advocated : it will be very fair that the profit worked out 
bJ the Tariff Board in case of protected industries should be regarded as 
the standard profit. There are protected industries which are being benefit-
ed at present at the expense of the taxpayer, and on account of the war 
they are making enormous profits. Why should they not give half of 
those profits over andahove the standard profit to the 'Government? 
T-ake the caBe of the iron 8IIld steel industry. A huge profit is going to 
be made ll~ due to the war. There may be a question whether they 
secured the profit before the war broke out or after, but actually foreign 
countries were afraid of the consequences of the war from before and they 
indented for iron and steel irI lar4!;e quantities simply to full the necessities 
of the war and that profit .Rhould surely be regll'l'ded as profit due to war, 
and there is no excuse. for them not to give half of that enormous profit, 
over lind I1bove the standard profit fixed by t,he Tariff Board. With these 
tew words I move my motion. 

JIr. Preai4ent (The Honourable Sir Abdur Rahim): Amendment 
moved: 

"That to Bub-claus!' (o!) of dauae 6 of the Bill thE' following further proviso be 
alhlE"ll : 

'Provided further that in case of protected industries the standard profit shall 
be the profit  allowed by thl' Tariff Boards'... . 

Dr. SIr Zlauddin Ahmad: Sir, there are no two other persons in the 
whole of the British Empire who are better friends and who understand 
each other more intimately than Sir Homi Mody and myself. If I have 
some jokes with him on the floor of the House, they consist only of 
mathematical figures taken from published reports. Tariff Board report!! 
are bibles to miBionaires. I know that they always quote the Tariff BOllrd 
and always try to get the last drop of blood. They must have their £ull 
.pound of flesh, ahd if there is an iota less they always go to the Tariff • 
Board and say "The Tariff Board gave us so much protection and we 
must have it". 
I think this amendment embodies a very equitable proposal: it says 

the standard profit should be the standard profit given to the industries by 
the Tariff Board. and it only demands that in the case of protected indus-
tries these parts (IJ), (b), (c) aud (d) of clause 6(2) should not be applicable 
aDd there should be only one thing, th",t the standard profit. should! be the 
standard profit allowed by the Tariff Board and anything over and above· 
that should be taken to be the excess. In the first place, I would say 
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"tnt ~  Fiscal ~  Report, on the basis of which' this ~  
"WaS gIven, has made It clear that whatever burden we are levying on the 
consumers of India and what.ever bounties we are giving to these indus-
tries, they are really iQ. the shape of a loan, and when thE' industries are 
in a position to .stand on their own legs, then t.hese loans will be paid 

back in some shape-either in the shape of a reduction in prices, the 
'benefit of which will go to the consumers, or in the shape of additional 
revenue to the exchequer in ~  case the relief will be given to the 
taxpayers. So, sooner or later these things ought to come in. The time 
n89, therefore, now come when we should according t.o the Fiscal Commis-
-&ion's Report take our share. I am not discussing today the question of 
protection because it is really outside the scope of this particular amend-
ment. I am not also discussing now whether there should be a permanent 
tariff board or an ad hoc tariff board. I should only like to point out t·hat 
1IDfortunately the word 'tariff board' is used in two different senses and, 
-on account of that, confusion has arisen resultir.g in this controversy. If 
we ·had the simple word 'inquiry' to find out how t.he whole thing was work-
ing and then appoint an ad hoc tariff board to make ~ .  lUI 
regards particular industries. then the confusion wOl1ld hnve been avoided. 
Rad there been a ~  commiltee of inquiry-eaU it a permAnent 
tariff board if you like-which could have drawn our attention to the 
working of this thing, then all the confusion that hal' ariaen about the 
sugar industry and other industries would have been 'Rvoided. and the 

,quesiion would not have become so complicated as it is now, ~  the in-
action of the Govemment of India and ~ the wrong ~  of two Pro· 
vineial Govemments. I draw Sir Romi Modv's attention to the Taritl 
Board Report on the Iron and Steel' Industry: which he quoted so often' 

'in the year 1984. On page 43 they clearly say that they gave them a 
ptOfit of 199 lakhs or Dearly two crores: they say: 

" Overheads-
lakhe. 

Depreciation 7ft 
Intel'elt on Working Capital II 
lIanaging Agentll' eomm\ia.ion and Head Office ezpel1ll8ll 10 
ltanufar-tuJ.era· Profit 100 

Total 199 
They give a profit of one crore over and above other overhead 

.charges; and the whole figure comes to 199 lakhs. They have given a 
-profit of one orore: that is their share. That is the item which is neces-
-8tJ,ry for the ~  of ~  industry. I do I!0t object, to that. If they 
Dave not realised th18 particular amount, I thmk we should make every 
,effort to see that this amount is fully realised by them. I do not mind 
,even if we increaRe the quantum of protection to ensure that they may 
get the benefit and advantage which the TRriff Board ~ ~  to them. 
'But it works the other way too. In case they a:-e derlvmg more than 
what the Tariff Board have given to them, is it nd just and fair that we 
should request the Government of India to look a:fter the other industries 
also? We tell them to keep the one crore with them, but WP, want them 
to give back to the country the profit which they make over and ~  
that one orore, and they can give it back in three ~ ways, Either 
they should reduce ~  pri_ceS when all. ~ 6ODs'!ffiers Wln be '?enefited, 
or they shQuld sellthell articles to smaller mdnstries. at lower priee8 than 
-tHey get them from elsewhere . . .. . . .2 
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Mr. Preaiclent (The Honourable Sir Abdur Rahim): It has nothing- tOo 
do with. this amendment. The Honourable Member is clearly going 
beyond the scope of the amendment before the House. 

Dr. Sir ZiaudcUn .Ahmad: Very well, I shall leave out the details for' 
the moment and concentrate on the' main issue. The main issue is that 
the standard profit in the case of these industries should be the profit 
which the Tariff Board have laid down, and if they are realising any-. 
profit over and above that, it ought to be taken as excess profit. It; 
might be said that whatever the .profits may be, only the profits made· 
after the war conditions should be taxable, but the war conditions in the-
case of these indus.tries really began when the war in Europe commenced, 
and these industries began to flourish on account of the war conditions m 
Europe, though .not to the same extent ,as the industries in England. 
Therefore, Sir, according to the promises given by the :£t'iscal Commission-
of 1922 ru;ld also according to the promises held out on the floor of ~ 
House when these protections were given, the excess profits which these-
people make shoUld be taxed properly. On this occasion when large· 
sums are required for the prosecution of the war, I would request these-
industries to give back to the exchequer the eXCE:SS profits· they are making· 
not on account of any pressure of Government or of the I..egislature, but; 
of their own accord, and they ought not to wait for any kind of legislation. 
This is a very reasonable demand. Do they require pressure· from the 
Finance Member? I think anybody who is interested in the general. 
prosperity of the country will himself come forward and say that DOt only' 
50 per cent. but the whole of the profits should be given to war fund:. 
After getting the entire amount which was due to them according to the-
recommendations of the Tariff Board, it is not unreasonable to expect.: 
them to give back to the exchequer 50 per cent., if they cannot give more .. 
for the prosecution of the war. Sir, I support the motion. 

Mr. Muhammad lfaum&n (Patna and Chota Nagpur cum Orissa:-
Muhammadan): Sir, I rise to support this amendment though, in doing so 
I may be courting some amount of unpopularity among certain ~ 
of the industrial friends of this country. There is no doubt that protected' 
industries have a first charge to come forward for the relief of the State-
when the!"e is an occasion for it. Let us examine what is it that is wantecl' 
in this amendment? The position is, that the Tariff Board made recom--
mendation for protective duties on certain industries stipulating parti-
cular rate of standard profit. Now, on account of certain circumstaooes, 
those industries are able to make unusually greater profits than expeeted' 
and we say that any profit made over and above the statutory or standard' 
profit laid down by the Tariff Board in granting them protection should" 
be regarded as excess profits. I hope the House will realise that whatever-
profits these industries are making now they are making these profits at the .. 
cost of the consumers and at the cost of the State. The Stat-e came to-; 
their relief by granting them suitable protection in the interest of the· 
capital invested and to increase resources of the country and at the C0811 
of the consumer. Now, when certain circumstances have Brisen and these· 
people are able to make bigger ;profitl! as a result of that cireumstance, 
are they not morally bound to give b8ek to the State the debt. which walt. 
gi.en to thp.m in the hope that Bssoon as they would be in a position f;o-. 
stand independently on their .own.legs they would repay that debt to the 
State or to the consumers? In the circumstances created ·.by the war, r. 

c 
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hope the industries which are protected and which are now able to make 
huge profits as a result of the war conditions will be reasonable enough to 
Tealise the gravity of the situation and pay back at least half of t.he excess 
'Profits they are making. I ~  profits over and above what is laid down 
by the Tariff Board. It might injure a section of the people, a thousand 
-or two thousand people, but I have no doubt that it will be to the interest 
,of the general consumers who fonn the entire population of India. 

It must be remembered, Sir, that whenever protection is granted it is 
~  at the cost of the consumer, and the industry has certainly a 
;m.oral obligation to repay those consumers by way of relief as soon as they 
-are in a position to stand on their own legs or to earn more profits than 
!they weM expected to make out of their investments. It will be 'a good 
thing in other ways also. Circumstances may be created in future by 
which other countries of the world may be in a position to compete with 
-oUr industries, and those industries will have again to face a situation 
which will compel them to approach the Governn.ents und ask for bigger 

'Protection to develo.p or even maintain their indust,rleB, on the ground that 
lbecause they helped the State when they were in a position to do so, and 
that when other countries of the world were competing with them 

;adversely they require bigger protective duties to compete with ot,her 
.countries and deserve to get better protection ..... . 

Bbat Parma WIDd (West Punjab: Non-Muhammadan): Can you give 
an instance of any country in which statutory profits are fixed for industries? 

]D. KuhamJN4 Kaum&D: Unfortunately, I have not looked into the 
legislations of all other countries in this respect, and so I am not in a 
position to give the infonnation just at the moment. My submission is 
:t1sis., that protection is given to industries on the recommendation of the 
'Tariff Board by fixing average or minimuUl profits. and now when these 
'Protected industries are able to make bigger profits than what they were 
expected to earn when protection was granted to them. it is the duty of 
-the State to see that these industries come to the rescue of the State at. a 
:time when exchequer is facing deficit. If after some tinle our industries 
'feel that the protection given to them is not enough, then they can ask for 
·'further protection and it will certainly be given to them. I think the 
House will be well advised to accept this ~  because it will hel,p 
;the Government in giving relief to the middle classes and poorer classes of 
people out of the funds that the "excess profit" on protected industries 
may yield.. . 

It has been the principle of taxation everywhere that the incidence of 
UNa tax should fall on the class of people best able to bear iband 

0011'. that the burden should be avoided on the shoulders of the middle 
-class or the poor class people, especially in the case of direct taxation. I 
-think this principle should have been very well cared for in this particular 
Bill and we are trying to impress on the ~  that here is a case 
where more money can be had from those class of people who have been 
nursed by the State at the cost of the consumer, and who have been 
nursed at the cQlt of the State as well. If we get more money out of that, 
ihen you will De able to give relief to the smaller section of ~ people in 
other activities of life, or even in the same sphere of activities 8S in this 
:Bill 'when later on we propose to move that the limit should be raised from 
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[Mr. Muhammad Nauman.] 

Rs. 30,000 to 40,000. That will give some relief to the middle class people .. 
With these few words I commend this amendment to the Government and. 
to the House for acceptance. 

1Ir. M. S. An.,. (Berar: Non-Muhammadan): My Honourable friend',. 
Dr. Sir Ziflllddin Ahmad, and mv Honourable friend, Mr. Muhammad 
Nauman, are extremely liberal in' asking Government repeatedly, "Why' 
don't you take l11Ol'e and why are you satisfied \vith .the little that you 
want?" That is, in brief, the meaning of the various amendments that, 
have  heen moved by them. I want to remind my Honourable friend, ~. 

Sir Ziauddin Ahmad, that here we ate not laying. down any ·idea.l definitionl 
of excess profits. The Bill is brought in with the clear object mentionecf 
therein and the Government wa.nt to raise taxation for the pUl1JOBe men .. · 
tioned in the preamble itself. What is laid down in the preamble is this: 

'. 

~  it i$ . ~ ll  to if!\pose a ~  on excess profits arisiug out of cel.t .. m, 
.blllllnesleB in the conditIOns prevallmg durmg the present hostilities .  . ." 

.So, the ~~  must have some relation to the conditions that prevail 
durmg the contmuance of the present hostilities. . 

, 
JIr. Muhammad Nauman (Rising from one of the Front Seats): May I 

interrupt my Honourable friend? Is it not a fact ~  ~ ~  ~ '.' .' ~ 

"" .,' 
Mr. President (The Honourable Sir Abdur Rahim): The Honourable· 

Mem\;>er is not in his seut. He must be in hi!? ~~ ~ .. ~ . . ~ .  
questlOn. 

JIr. M. S. Aney: I have listened to my Honourable friend very patientiy' 
and I know what he has in mind. I will try to give my reply to his criti-
cism as intelligently as I possibly can. Here we are not concerned with 
the broad question which my Honourable friend, Dr. Sir Ziauddin Ahmad, 
wants to raise. He :ays that when protection was given to the indUBtries. 
certain calculations of ~  were made in Qlider to find out t.he quantum:.. 
of .protection that must be given, and he regards anything :earned by the 
indust.ry over and above the minimum profit that wall calCtJlatPli for: the-
purpose of determining the quantum of protection must· be taken as .. 
J;Daximum and anything in excess of that should be treated as exceRR profit,. 

Dr. Sir ZiaGddlll Ahmad: During the war. 

Mr .•• S. Aney: The words, "during the war" really mean that you' 
~ not concerned with the figure laid down in the Tarift 'Board's report at 
all. You are concerned with what they have been able to make as their-
highest income at any time before the hostilities broke out, and for that 
purpose the words come in and  any other discussion is, in my opinion, 
outside th" scope of this Bill itself. In you, Sir, I have found an ideal 
tolerant President. You have been interpreting the law of relevance ~ .8. 
very' liberal spirit and, therefore, much of what could have been l~  
out as irrelevant is, out of your magnanimous interpretation of the rules of 
~l  being allowed here. I am not concerned with that. That ia; 
!our business. 
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JIr. President (The Honourable Sir Abdur Rahim): The Chair does not 
think the Honourable Member is justified in making any such remark. If 
any speech was irrelevant according to the Honourable Member, he should 
have drawn the Chair's attention to it. 

JIr. .. •• aq:. I am sorry . I did not mean aily reilection on the 
Chair at all. But very often I have felt that much of the criticism of ml 
Honourable friend was not to the ,point at any rate. . 

Mr. PreIldent (The Honourable Sir Abdur Rahim): The Chair has not. 
allowed any irrelevant remarks in the speech of the Honourable Member. 

Mr. •. •. :&ney: I know you have now and then repeatedly chawa 
attention to il'l"elevant portions. 

JIr. ~  (The Honourable Sir Abdur Rahim)l· The Chair would 
have pointed out to the Honourable Member, if he h&d drawn its atten-
tion, how the remarks that were allowed by the Chair were relevant. 

JIr. JI. S .• All.,: My Honourable friend, Dr. Sir Ziauddin Abmad, is a 
great story teller in this House, and I am reminded· of a story whi,ch I 
would like to narrate here with your permission. There was a story 
teller _ and a king. The king was enamoured of that story teller and he 
want-ed him to tell a story which shall never end. The story teller thought 
over the lllatter and then began telling a story. lie said, there was a 
big tree. n was full of fruit!::, a number of birds were sitting on that tree, 
and somebody came and wanted to scare. away the birds. One bird ftew 
Away. then another bird ftew away, a third bird ftew away. The king 
asked, I How long are you going to repeat that?" "I have to repeat the 

-thing, Sir, till all the birds have ftown away. They are innumerable". In 
the same way Dr. Sir Ziauddin will repeat the story of thill Tariff Board's 
report and the profits made by the textile industry as well as the stael 
industry till the whole protection is removed. Till then this story will 
continue. and if we are asked whether it is going to end at all, the answer 
is, till all the protection goes away and nothing remains of it. It seems to 
me that my Honourable L>iend's story is a never ending story which he is 
determined to narrate to this House. 

\ Dr. Sir ZiauddlD .AhmId: Your story is very unmatqemat-ical. 

111' ••• S. Auy: It goes into infinity as a matter of fact. I find that 
the mention of the textile industry aud the steel indutrtry and the profits 
made by them on this Bill has practically assumed Lhe S8me form which 
the story teller had taken in nalT8ting the story of the ftying away of the 
birds. My .point is this. The Honourable the Finance Member hu 
brought forward this Bill in order to make a cert&in definite amount of 
money. He cannot put down the particular amount but he has got to 
eertain definite amount to raise to cover the expeD8es of th'3 war, and the 
suggestions that are made here are with a view to giving him the money 
that he wants. Therefore, any suggestion which is being made to give 
much more than what he wanta is, I believe, neithp-r in the iuterests of 
tile consumer nor in the interests of the so-called exploiter which my 
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[Mr. M. S. Aney.] 
Honourable friend is so ~  enamoured of criticising every now and 
then. I, therefore, oppose the amendment of my Honourable friend, Mr. 
Abdul Ghani. 

The Honourable ,Diw&ll. Balladur Sir A. Bamaawami Kudaliar (Member 
for Commerce and Labour) :  I intervene in this debate because I feel tha.t 
there is a certairr amount of plausibility about this amendment. My 
Honourable friend, Dr. Sir Ziauddin Ahmad, has pointed out that the 
,Tariff Board gave a certain percentage of profit to tbe industries' whinli had 
to be protected and that, therefore, any profit over and above that would 
bt: unreasonable and that it might be appropriated to the State. My 
Honourable friend, Mr. Aney, has already pointed ~  ~  of. this 
Excess Profits Duty Bill and stated that, therefore, that logic will not 
apply. But since the point about the consumer has been raised .... 

Dr. Sir Zia1lddlD .Ahmad: On a point of personal explanation, Sir. 
The scope of m.'· amendment is taking only one half, not the whole of it, 
during this emergency on account ·of war conditions. 

The Honoura.ble Diw&ll. Balladur Sir A.. kiDaswami kUdaliar: There 
~  certain considerations which I should like to point out even from the 
foint of view of the consumer .whose case Dr. Sir Ziauddin Ahmad has 
aud if I ~  sa:-' BO, very rightly presented to the House on more than ~ 
occasion. The voice of the consumer is so rarely heard in this House that 
1 shall be the "illst to deprecat.:l any attempt to put forward a,-forcibly as 
J·ossible his interests in this House. 

Now, Sir, the fallacy underlying the argument is that the profits of the 
industry are taken into consideration without considering the profits of 
each indiyidulil couc·ern. It is the same fallacy that is expressed when 
my Honourable friend, Sir Homi Mody, says that the textile industry for 
instam'e during the last so many years has been suffering such an amount 
of loss. He knows very well that he is only like the person who tried to 
cross a river depending upon the average depth of the river. It is no more 
true to say that the industry &10 a whole suffered loss. It does not give anY 
more correct picture than the picture of the average depth of the river. 
Several concerns have lost and some concerns have made much ~  than 
the profit which the Tariff Board suggested they might reasonably expect. 
In the first place, the Tariff Board did not suggest that that should be the 
maximum profit for every concern. In the second place, the Indian F'lScal 
Commission, as Imy Honourable friend knows, suggested that reserves 
might be built up for the industry which might stand it in good stead later 
in years of deprcsllion. From the point of view of the consumer, I should 
like to put forward one other consideration. At the present time owing to 
conditions necessarily arising out of the war, certain industries get an artifi-
cial amount of protection owing to the impossibility of importing competi-
tive goods into this country. H the Government felt that the protective 
tariff was too high, the course open to the Government would be to either 
rr·duce the tariff or even remove it altogether. Either of these remedies 
ip. inapplicable to the conditions which prevail now, because the quantum 
of imports is already reduced and competition, therefore, does not exist. 
Apart from that I would like to point out how the consumer would benefit. 
H at the present time, therefore, that remedy is not open to the ~ 
ment IWld protected industries do make larger profits than were at one tIme 
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thought they were capable of making, I hope they would build up reserves 
80 that the period of protection will be shortened thereafter. One of the 
most important considerations which the Indian Fiscal Commission had in 
mind when it granted protection was that the period of protection may be 

~ l  shortened owing -to the rationalisation of the industry and 
OWIng to the reserve profits which that industry wpuld build up. I am 
certain that it does not require any warDing from me for the protected in-
dustries to understand that if on the nen occasion when they come up for 
protection and when they.face another inquiry, the way in which they have 
dealt with the profits which ·have arisen during the war will be one of the 
foremost considerations which any Tariff Board will take into account. If 
any particular industry, steel or textiles, wants the period of protertion to 
be renewed at the expiry. of the present period, I ca1U,1ot conceive of any 
Tariff Board, sitting and doing its duty, which will ~  take into ronsidera-
tiOll how the extra profits th'!t are being now marle owing to the conditions 
arising out of the war Ilre being utilised. If ~  find that tqose profits have 
been frittered away, that they were 'distributed' as they were distributed 
during the last war, I can safely assume that the Tariff Board wffi look 
upon that industry with very little sympathy. 

Slr R. P. JIody: I have nothing to say with regar.d to the warDing 
that profits made during the war should not be frittered away but, surely, 
my Honourable friend rel'ognises that larger profits must mean larger 
dividends. 

TIle BoDOUrable Dlwan Bahadar Sir ~ ........ aml Iludali&r: I hllove 
put it in the way in which I think it ought to be and in the wa.y in which 
{;be industries will understand what I am aiming at and. therefore, from 
that point of view also it is not as if the COlJSUnlers' iuter<!sts will be 
entirely ignored but, in the long run, the consumer himself will ~  
out of the conditions that have now arisen under which extra profits wlll 
bL made by. some of the protected industries. On all these grounds, I 
oppose the amendment on behalf of Government. 

Mr. President (The Honourab1e Sir Abdur Rahim): The question is: 

"That to aub-clauae (II of clauae 6 of the Bill the following ~  pr(>viw be 
added : 

'Provided farther that in case of protected indultries thl! standard profit .hall 
be the profit allowed by the Tariff Boards'." 

The motion was negatived. 

Mr. S. ~ Ohambers (Nominated Official): Sir, I move: 
"That in the proviso to lub-claaae ("1 of clause. 6 of .~~ Bill, before the worda 

'the capital' ~  worda ·the average amount of' be weerted. 

This is a smail drafting point and is intendeci solely for the purpose 
of clarification. Sir, I move. 

Mr. Prelldent (The Honourable Sir Abdur Rahim): The question is: 
"That m the proviao to IUb-daue (8) of c1a_ 6 of the Bill. before the wClrdl 

'the capital' the worda 'the averap amount of' be inserted." 

The motion was adopted. 



1538 LEGISLATIVE ASSEMBLY [19TH MAR. 1940 

Mr. A.khil Chandra Datta: ~ I move: 
"That in sub·clause (4) of clause 6 of the Bill. for the word ·thirty', wherever it; 

occurs, the word 'forty' be substituted." 

Before proceeding further, I understand that there is another ~ . 
NCf. 63, which proposes to raise the limit from thirty thousand to thirty-
six thousand. I understand that Government are quite agreeable to accept-
ing amendment No. 63. If I get an assurance from Sir ~ ~  or Sir 
Raza Ali or from Mr. Essak Sait that that amendment wIll be moved, 
then I am quite prepared to ask for the leave of the House to withdraw 
my amendment. 

Sir Syed Baza All (Cities ~  the United Provinces: Muhammadan 
Urban) : I can say that the next amendment will be moved. 

Mr. Akhil Ohandra Datta: In that case. I beg leave of the Hout!e to 
withdraw my amendment. 

The amendment was, by leave of the Assembly, withdrawn. 

Sir Syed Baza Ali: Sir, I move: 

"That in sub·clause W of clause 6 of the Bill, for the word 'thirty', wherever it 
occurs. the word 'thirty·six· be substituted." 

I understand that the G:0vernment ~ probably prepared. to accept . this 
amendment. As a matter of fact, I must say that the attitude of the 
Government Members on the Select Committee was extremelv sympa-
thetic. A very important alteration was made in Select CoID"mittee to 
which Government Members readily agreed and which has been greatly 
appreeiated in the country. This House will remember that the amount 
of the profits in clause 6 of the Bill, which was to remain exempt from 
excess profits taxation. stood at 20,000. That figure was raised from 
20,000 to 30,000. That was a very important alteration and we appreciate 
that, and the feelings of the classes and sections concerned have been ex-
pressed very freely in the Press and the change has been viewed with con-
siderable ap'preciation. But it BeemB that the ll.lterations that were made 
in the Select Committee were on the whole more favourable to big business 
than to small companies or small men. I am not complaining; I myself 
was a party to that. In fact, I nlOved the amendment, and, therefore, I 
will be the last man to complain that Government had been so ready to 
alter the important provisions of the Bill. On the whole, the fact remains 
that if we compare the amount of benefit that big business is to derive 
under the Bill as amended by the Select Committee with that which will 
go to small men Ilr small l:!usiness, we caDnot but find that the former will 
get more proportionately than the. latter. 

Mr. AlrhiJ. Chandra DatQ.: They are going to accept your amendment. 

Sir S,ed Bua Ali: I do not want to make an unnec6II8&Q .speech. 

Mr. Preaiclent (The Honourable Sir Abdur Rahim); The Honourable 
Member will go on. • 
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~ ~  Bua.&J.i: Very well, Sir, I will go on. ~  is this 
that If this amendment is accepted, the effect of the amendment on clause 6-
of the Bill will be that the standard profits shall be taken to be 
Rs. 3 ~ in any case in which the standard profits computed in accord-
ance With sub-section (1) are less than this sum. I think that will be a 
very substantial improvement. I do not think it is necessary for me to go 
into it at any great length. If this amendment is accepted by Govern-
... t, I believe· 'Gov!3lDment :will ~ ~ thanks of a large section of 
people whOl'e incomes are by no means large. 

JIr. President (The Honourable Sir Abdllr Rahim): Amendment 
moved: 

"That in lub-clause W of clause 60f the Bill, for 'the wird' 't'hrtti< ~~  it. 
~  ..... ,word 'thinyc' .. _bllituted." . , 

. 'lheJlenoarable Sir , .. ., ,ltaiIme: Sir, I am happ;vtQ say that I 
~ prepared to accept this amendment. I agree with the Hcmourable tne 
Mover that possibly the changes made in the Select Committee were more 
favourable to, larger assessees than to smaller firms and partnerships. 
Now, I w&Dt',fIO make it quite rilear that my reason for accepting this in-
crease in the amount of exemption as it is called is because I feel that some-
thing more than the Bill at present provides should be done for partner-
ships. I shan, however, not be prepared t,o go any further than this in res· 
ponSA to the suggestions that something special should be done in regard to 
partners. The position in the United Kingdom is that there is a higher 
exemption limit for partnerships and I think that is the most suitable way 
of. dealing with that type of hardship_ I also am attracted by this form of 
solution booause it reduces the administrative difficulties with which we 
rohall be faced. I prefer to have to deal with a smaller number of. asses sees 
and to simplify the cases of those with which I have to deal. Sir, I accept 
the amendment. . 

Babu Baijuth Bajorla (Marwari Association: Indian Commerce): Sir, 
I am glad that Government, have accepted this amendment, but I am not 
satisfied with the reasons which have been given by the Honourable the 
Finance Member that he is accepting this amendment so as to please the 
partnerships because ,this amendment cannot be a substituta for the amend-
ment which I have got on the order paper under clause 14. 

Xl. Pre8ldent (The Honourable Sir Abdur Rahim) : When that 
amendIrient is reaehed, the Honourable Member can deal with it. 

Bah B&qnath Bajolia: I am only laying this at present that this. 
amendment cannot be a substitute for that amendment. 

Xl. PnIIident (The Honourable Sir Abdur Rahim): The question is: 

"That in nb-claUIe (4) of cla_ 6 of the Bill, for the word 'thirty', wht'renr it. 
oecara. the. word 'thirty-ax' be lubltituted." 

The motion was adopted. 
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lIlr. PreBi4ent (The ~ l  Sir Abdur ~  The question is: 
·"That. clall88 6, &I amended, 8tand part. of the Bill." 

The motion was adopted. 
'Clause 6, as amended, was added to the Bill. 

Kr. PreIldent (The Honourable Sir Abdur Rahim): 'The Chair umf:er-. 
:stands that clause 7 has already been adopted by the House. The question 
:is: 

"That clall88 8, .. amended, stand part. of the Bill." .:.. .' 

Babu BliJnath Bajor1a: Sir, I move; 
"That in sub-clall88 (I) of clauae 8 of the Bin,' _fOlIe the wot'di! ~ A buaine .. ' allall 

mot', occurring in the first line, t.he following be inserted: 
'UDleaa it ie_proved to the .. ~ of tbJil_. Proflta.,1iax-J)"cer 1,hat a 

bOfllJ ~  aale or transference of' a 'bualnen has qeen made for reuoll4ple 
conaideration'. .. " 

Sir, the object of my amendment, is that bona fide'sale or 'transference 
·of business should be. !ecognised under this ~ ll. Sub-claUSe (3), as it 
.stands does not recogl11se bona fide sale and transfer of the business for 
purposes of computing the amount of capital employed in the business 
.after the change. Under section 10 of the Income-tax Act, 1922, such 
consideration is allowed for the purpose of depreciation on the original cost, 
"There are ample provisions already in ~  Bill that if an artificial or a dis-
honest transaction takes place or any fraudulent transfers are made, such 
.actions will be duly penalised. I do not understand why all bona fide 
sales or transfers made after theIst day of SeptelDber, 1939, or even after 
the 1st of J alluary, 1940, are not cODsidered as genuine. Why they should 
be presumed to have been done only to save something for the excess 
profits tax. I have worded the amendment in such a wav that it will 
leave no loophole for a fraudulent operator. I have laid ~  three con-
ditions before sueh a sale can be recognised by the Government. First, it 
.has been left to the discretion of the Excess Profits Tax Officer. Unless 
and until the assessee proves to his satisfaction, he will not have the 
~  of this transfer being recognised. Secondly, it must be a bona fide 
sale or transfer. Thirdly, I lay special stress that it should be for a reason-
.able consideration. 'l'his will stop all loophole. Supposing a business the 
assets of which are worth a lakh and it has been sold for three lakhs or 2, lakhs out of all proportion to its reasonable value, then it can be said 
that the:e has been a fraudulent transfer. If these three . . ~  are all 
sat.isfied, then it cannot be said to be a mala fide or 'frauaulent kansfer. I 
hope the Government will accept this amendment and will not insist on 
presuming that all transfers or sales made after 1st January, HMO, are 
'bogus and mala fide. Sir, I move;' , 

Mr. Pnaldent (The Honourable Sir Abdur Rahim); Amendment 
moved; 

"That in sub-clause (J) of clause 8 of the Bill, before the words 'A businen ~ 3 1 
.mot', occurring in the first linE', the 'following Ue inferted: , 

'Unleu it is proved to ~ satisfaction of ~ Excess Pl'9fits Tax 0. flicer thdt a 
bona fide sale or transference of a busllless hal been malie for reasoualJle 
consideration'." . 
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Sir E. P. Kody: ~  I sUPP.Ol't the ~~ . I ~ l  . .HOVur-
able friend made out· a very reasonable case for reconsideration of the 
position. If clauseS, sub-clause (3) stood in the form in which it is here. 
it would have the effect of hampering the COUl'Be of business, particularly 
during theBe abnormal times. If, for instance, I want to erect a factory 
and I find taat it is extremely difficult to get machinery out or that I 
cannot get it except at very exorbitant cost, it may pay me to buy nD 
~  concern, and in order to induce those who own or control that. 
concern to part with it, I lll ~  ha.,·e to pay special consideration. It 
might pay me to pay a special price, rather than wait until I can get the 
machinery or plant out from,. another country or to pay an exorbitant price 
for the plant. What is the special reason why these transactions should be 
regarded as outside, the Bill? My Honourable friend, Babu Baijnath 
Bajoria, has laid down various safeguards in his amendment, and one of' 
ll ~  is .that the authorities ,would have to be satisfied that a ~ l  

consideration ~  been prud. Now, if they come to the conclusion that 
l'venthough the business W:lS actually worthless, taking into consideration 
all the circumstances, a reasonable pri(;e had been paid, why should not 
reP.ef be given? 1 know of a very important transaction which was under 
negotiation before this Bill was published where the price that was to be 
paid was going to be a great deal higher than the business was worth 
~ l  because of the circumstanoes which I have just pointed out. 
That transaction has naturally fallen through. My submiBBion is that if 
you allow the clause to stand as it is, then the ordinary COUl'Be of busineas. 
will be hampered greatly. I submit that a good case has been made out 
for the amendment moved by my Honourable friend. ' 

:Nr. S. P. OILambel8: Sir, I oppose the amendment, and I do it 88 much 
in the interest of, my Honourable friends. as in the interest of the ~ .  

ment. The position in the Bill, as,it'stands at present, is that a busineaa ia-
not to be deemed to be discontinued if there is a change in the ownership 
after 1st September, 1939, that is to say, the owners of that business are 
entitled to have the &tandard pl'Qfita of the old business related to their' 
chargeable accounting period. If the profits in the standard period were' 
abnormally low, then the firm or the company has a right to go to the· 
Board of Referees or the Central Board of Revenue for special relief. If, 
OD the other hand, the profits are high, much higher than ~  statutory 
percentage, they will have the right to have that higher profit taken ae their' 
standard profit. This amendment, as it is tabled, would do this. It 
would force all businesBes changing hanqs after 1st Septem.ber, 1989, to 
ha.ve the statutory percentage, that is to say, it, would force them to have 
something which they may not want and whioh, if there was a good case 
for them, they could already have under the Bill as ·drafted. It does 
Government no .harm, but it does quite definitely take away a right which 
already exists. I, therefore, oppose. 

SIr E. P. Kocly: If this amendment was at the end of the sub-clause,. 
it would be perfectly all right. 

Mr. S. P. Obamberll: The Honourable Member says it is in the wrong' 
place. I am not concerned with that. 

B.bu Batjll&th Bajoria: I beg leave of the House to withdraw the 
amendment. 
The amendment' W88, by leave of the Assembly, withdrawn. 
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III • .I.. MljnIa (Bengal: European): Sir, I beg to move:· ,:;. '.;-
"That in sub-clause (.1) of clause B of the Bill, for the words and figures 'lat day 

'of September, 1939' the words and figures ... .' 

With your permission, I should like to suLstitute 'January' for'Febru-
·ary' which is printed in the agenda.-

'lat day of January, 194O' be substituted." 
Sir, this is an amendment in the series, the first of which, No. 68, was 

.adopted in the House yesterday, and I move for the same reason. 

1Ir. Pnlident (The Honourable Sir Abdur Rahim): Amendment moved: 
"That in sub-clause (3) of clause B of the Bill, for the words anlt figures· 'lat. day 

-(If September, 1939' the words and figures '1st day of January, 1940' be substituted." , 

.T. B. P. Ohambera: Sir, I oppose this amendment, and, before I S&1 
anything on it, I should like, with your pl'rmission, to make, a short 
explanation of something which I said ~  and which I think might 
have been misunderstood. I referred to certain information I had received 
Jrom Calcutta with regard to the corresponding amendment on sub-clause 
(2). I think certain Honourable Menlbers inferred that I was imputmg im-
.proper motives to the Mover of the amendment. I should like to say at QUce 
that there was nothing whatever of that kind in my mind and that tile 
Information I hnd l'e('eived had anything whatever to do with the Honour-
able Member or with any of the Honourable Members of the Group of 
which he is a member. I shou!d like to make it clear that there was no 
suggestion whatever. I was opposing the amendment oil· the purely 
technical gounds that the provision in the Bill, as it ~  appeared, 
was better .. That is the first thing I wanted to say. The second thing is 
·that all th!,se amendments substituting "1st January, 1940" for "1st 
.Se.ptember" !!ore all interrelated, and that if it is taken as the lst day of 
.January in sub-clause (2), then, in order to make sense, the same da,-, 1st 
day of January, 1940, must be in sub-clause (3). The reason for that I 
-will come to in a moment. But 1 make that point, because . there wBS a 
-considerable misunderstanding yesterday. I had already made my speeeh· 
and I could not, therefore, make a further speech explaining in ~  
detail what I had already said. But as they are related and as there has 
been so much misunderstanding, I should like to give.a more con:tplete 
analysis of the whole clause explaining why the "1st September, 1989" is 
.8 good date and why the "1st January, 1940" is a bad date, and I hope 
that, when I have finished, some of the Honourable ·Members, who used 
·certain adjectives in regard to my attitude. may see fit to withdraw those 
;adjectives. That applies to my Honourable friends, Mr. James and 
Mr. Aney, who thought I was a little eccentric. It is just possible that 
when I have finished, certain Honourable Members will consider that I am 
-eccentric in this way that I am seeking to oppose an amendment which 
itself would do Government less harm than it would do the industries con-
cerned. I have been informed since yesterday that, in 'one l ~  e8M at 
least, this amendment would be nothing short of disastrous for them, and 
they implored me to oppose .this amendment. The .present concemwas 
not dissociated with the group of Members in the House who have moved 
this amendment. 

Now, with regard to the sub-clauses. Sub-clause (I) lays down a 
general principle that any change in the ownership or partnership of 
a business shall have ,this effect that the businesp shaU be deemed to have 
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been discontinued and a new business started. That is the general over-
riding sub-clause. ~ . as we follow with sub-clauses (2) to (6), there 
are ~  modificatiOns of that solely for the purpose of determining 
l ~ l~ perlods and ~ profits; Sub-clause (t,) merely gives the 

. optlOn III the case of partnership changes to be treated as the old business 
notwithstanding sub-clause (1). And the effect of the amendment that 
was aooepted yesterday is to extend the option to changes which took place 
up to the 1st January, 1940. As I explained yesterday, that would mean 
tliat any large sums paid on the taking over of a business will have to be 
taken into account. and certain other points will have to be taken into 
account which would have the effect of giving a favourable extra option to 
the firm. When we come, however. to sub-clauses (3), (4) and (5) the 
po!;ition is very different. Under sub-c!ause (3), as it stands, if there is a 
change in the ownership after the 1st September, 1989, the business is to 
be treated as old b';lsiness. As I have explained on the previous amend-
ment moved by my Honourable frielld, Mr, ~  that gives the right 
to have the profits of the standard period taken as the standard profits. 
If that profit is too low, there is a,right of appeal to the Board of Referees 
and a right of application to the Central Board of Revenue under clause 26. 
But, at the end of that sub-clause appear these words: 

"and. in particw&r, in computing the capital employed in the businf'8lI after the 
ehlUlge, no regard .hali be had to any consideration given in respect of the tranlfl'r of 
the bOline.. er any of the a&lets thereof on the oCCllllion of thl' cbange," 

N0w, whereas with partnership changes the mutter may be unimportant, 
changes in the ownership of other concerns, it may be concerns owned by 
companies, are much more important. My Honourable friend, 
Mr. Baioria, thought that we should not treat as improper any transactions 
which took place earlier and we should not assume that they were entered 
inilo for the purpose of avoiding excells prOfits tax. The point about that 
is that this is intended not merely or solely to avoid artificial transactions. 
Thete is another clause which deals with that. It is common knowledge 
that the values at which commodities and shares and assets have changed 
hands since 1st September, 1939, have been definitely somewhat artificial. 
They may have been unduly high or unduly low. Mostly, I think that,. in 
the concerns in which we are interested, the prices may have been unduly 
high; and prices may have gone down considerably since. That is to say, 
the prices may have been unduly high in the very period which is affectefl 
by this amendment,-lst September, 1939 and 1st January, 1940. So 
that this amendment would have the effect of giving certain concema the 
right to take a statutory percentage on what may be 1m inflated capital 
value, whereas what we have done in the Bill is to ~  those concerns a 

, right to the standard profits in a st.andard period, with a right of appeal to 
the Board of Heferees and the Central Board of Revenue if that fjtandard 
profit is too low. I suggest that the provisions of the Bill as they existed 
before that amendment are in that respect satisfactory and that the amend-
ment of this sub-clause would only give option in e. case in which the price 
of the asset was unnatural or artificially high, and that there is no special 
reason why we should do that. 

I will not deal with each Bub-clause by itseH because the amendment 
isonlv on this'sub-dause, but I should like to refer to the effect of this 
amendment on sub-clause (5) which reads thus: 

"(.5) Where, on or after the la\ day of September, 1939, ~  .of .. bu.ine.. it 
tranlferred &I a going concern by the perlon theretofore carrylDg It on to BDDtoor 
{lerson, the part tr&DIferred and 'he part not tr8lllferred lhaD each be dMmed for 
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the purposes of the provisions of this Act relating to the romputation of standard: 
profits to be a continuation of the original business, and the said provisions, including 
the provisions of this bcctiOIl relating to' amalgamations, shall applyaecordingly. 
subject to any necessary runciifications:" 

The important part about this is that there may have been changes of 
ownership and transfers' of parts of bu;siness between 1st September, 1 3~ 
and 1st January, 1940. If so, under the Bill, as drafted at present, thea& 
concerns will have the benefit of the standard profits of the old buainese. 
Tci take a (:Oncretl:' case,-it is not a hypothetical case, I have been told 
that this represents an actual case,-if a business in December, 1939 owned. 
by a company was split up into four or five parts and each part taken by a. 
separate company, then. under the Bill. as drafted. these ·separate com-
panies would have the right to the standard profits of the old company for 
the purpose of computing their standard profits and. their ~  profits. 
Under this amendment, these companies would not have that rigPt. That 
right is taken away. and even under sub-clause (6) they would have no 
right to have anything above the statutory percentage of the capital em-
ployed in the business, that is to say, on the capital paid for the businesa 
on the change. In a particular case, I am informed that the capital 
happened to be small I!-nd the standard profits happened to be large and 
the result would therefore be disastrous. That is a type of case one has tc> 
keep in mind. If one takes the clause, as it stands. these companies haV& 
their right to the standard profits. If those profits are abnormally low. 
they can have them increased by reference to the Board of Referees and 
the Central Board of Revenue which can. in all reasonable cases, give them 
adequate relief and could even go to approximately the figures which, in .. 
favourable case, they might be given under this amendment. But th&, 
amendment exc:ludes definitely and permanently all cases in which the1'&" 
have been these partial changes between the 1st September. 1989 and the-; 
latJanuary, 1940. 

Mr. 1' ••. James (Madras: European): In spite of the proviso? 

1Ir. S. P. Ohambers: The proviso says: 

"Provided that, for the purposes aforesaid, such apportionments shall be made of 
the profits made, and 10BBeB' incurred, and the capital employed, in the original 
basines8, and of any &B8ets of the original business as may appear to the Excess Pnlfit. 
Tax Officer, or on appeal in the prescribed time and manner to the Board of Refarees. 
to that Board, to be just." , 

All that it says is that if you have got one business and divide it into 
five. parts, then the Excess ~ ~  01li?er must, in treating the part 
busmesBes as successors to the ongmal' busmess, apportion the capital of 
the original business and apportion their assets and apportion their profits-
so as to make 0. fair division ss between the five companies. That is th& 
only effect of that. I feel that the Movers of these amendmends had not 
in mind these facts, and perhaps I should add that yesterday, when I was 
speaking on sub-clause (9), I was speaking strictly to that sub-clause, 
and, therefore, I could not have referred to all these other matters. I was 
not aware that all these would be moved and pressed. I feel that ~ 
regard to this explanation. the ~ l  the Mover may feel ~  tD 
withdraw his amendment. Sir. I oppose the amendment. • 
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1Ir. A. AIIlm .... : Sir, we are very grateful to Mr. chkiHbiiii'= trir his 
technical explanation, and. in thE> oircuDlst.ances, I ask ior leave of the 
House to withdraw the amendment. 

"lIr. S. P. Ohamberl: May I add this? As my Honourable friend has 
'aSked for leave to withdraw, it may, I think, be necessary to make the 
-whole clause consistent by tabling an amentlment 00 sub-clause (2) revers-
ing the amendment accepted yesterday. That I undertake to do in the 
-qouncil oj State. 

·Kr. Preatdent (The Honourable Sir Abdur Rahim): Has the Honour-
:able Member the leave of the House to withdraw the amendment? , 

'8eftr&l Hcmourable Members: Yes, yes. 
"Theamendment was, by lARve of the Assembly, withdrawn. 

"lIr. President (Tbe Honourable Sir Abdur Rahim): The question is: 
'''That clause 8, as amended, stand part of the TIm." 

'The motion was adopted. 
Clause 8, a.s amended, was added to the Bill. 

:"](r •. President (The ~ l  Sir Abdur Rahim): The question is: 
., 'That clause 9 staDIl. part of the Bill." d'· ~ .. 

lIardar San, Singh (West Punjab: Sikh): Sir, I move: :' 
"That after sub-clause (8) of clause 9 of the Bill, the following new lub·c1aule be 

:added x . , . 
'(9) the principal company shall be eutitled to· allDcate to it.- lubei&ty eompany 

or eompanies tbf' respective proportionate alw1!1 of Ole exc!MII profit. tax 
payable by the ~ l  group' .. • 

The intention underlying this cuause is t·ha.t the profit. for thepmposee 
-of the Excess Profits Tax Bill. of all the companies. princtpal as well ae 
-subsidiary, be conBOlidated. and the pmfitB collected on' tlle:--iOtIa"lLmMnt 
arising as profits from all this group of companies. This ifl only a techP,ical 
-point ana empowering the principal company, if the money is paid by the 
principal company, to get their share of exceBB profiU tu paid by toe 
-prinCipal company from the subsi.diary company. .I do not think, ,.he 
Gov.ernment will have any objection to aeeeptlng the same'. ' ., , 

"JIr. ·Pre81den' (The Honourable Sir Abdur Rahim):. l1 l ~  moved: 
"That after Bub·clau8e (8) of clause 9 of the TIm, the following new nb-cIauae be 

added: -;. ...... . .. -

., (9) the ~ compaDY: ahal! be l ~ to ~  to it.a nbaidiar.y cqmpany 
or companleli t!le l ~ DY'Oporhotlltte .. hares of the excels profttl tHX 
payable by the whole group'... . . 

lIr. B.1'.·"'1IiII: 8tr, IaCoept t1le ameni!meDt .. 
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JIr. Plelident (The Honourable Sir Abdur Rahim): The question ill: 
"That after sub·clause (8) of clause 9 of the Bill, the following new sub-clause be 

added : 
'(9) the principal company shall be entitled to allocate to its subsidiary company' 

or companies the respective proportionate shar8ll.of the excess profits tax: 
payable by the whole group'." 

The motion was adopted. 

Dr. Sir Zlauddill .Ahmad: Sir, I beg to move: 
"That after sub-clause (9) of clause 9 of the Bill, the following new sub-clause be-

added: 
'(10) The excess profits tax payable by virtue of this section by the principaf 

company in respect of the profits of any subsidiary company shall. for tb .. 
purposes of section 12. be deemed to have been paid by .the subsidiary 
company and not by the principal company·." 

I think equity really lies here. It is really on account of this equity of 
the distribution of the taxes that I move this ~ Sir, I move. 

JIr. President (The Honourable Sir Abdur Rahim): Amendment moved: 
"That after sub·clause (9) of clause 9 of the Bill, the following new sub-clause be 

added: 
'(10) The excess profits tax payable by virtue of this section by the prinCipal, 

company in respect of the profits of any subsidialY company shall. for the· 
purposes of section 12, be deemed to have beel' paid by the subsidiary 
company and Dot by the principal company'... , 

JIr. S. P. Chambers: Sir, this amendment is acceptable to Government. 

JIr. Preatdent (The Honourable Sir Abdur Rahim): The question is: 
"That after sub-clause (9) of clauBe 11 of the Bill, the following new sub-clause be 

added: 
'(10) The exr.eu profit. to: payable by virtue of thia section by the principal 

company in respect of the profits of any subsidiary company shall. for the 
purposes of section 12. be deemed to have been paid by the subsidiary 
company and Dot by the principal company'." 

The motion was adopted. 

Kr. Preatden\ (The Honourable Sir Abdur Rahim): The question ~ 

"That clause 9, as amended. stand part of the Bill." 

The motion was adopted. 
Clause 9, as amended, was added to the Bill. 

Kr. Pnalden\ (The Honourable Sir Abdur Rahim): The question is: 
"That clallse 10 stand part of the Bill." 

Sardar Baat Singh: Sir, I move: 
"That for clause 10 of the Jfill the following be substituted: 

'10. No deduction. shall be made in respect of any transaction or operation of 
any nature If and 80 far lUI it appears that the transaction or operation has 
artilicially re4ucetl .or would artiliciaDy reduce.tM ~ .  
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Clause 10 deals with artificial transJ/oCtions, and, as ..~ ~  from 
the Select Committee, it consists of three partS : the first is that. 

1 P... provision is made for entering into fictitious or artificial transac-
tions or carrying out any fictitious or artificial operation. The explanation 
to this part explains as to what acts will be included in the term artificial 
transaction or operation. Then, part (2), as it stands, declaTes these 
transactions to be null and void; and part (3) penalises further the operation 
of these artificial transactions. I move this amendment to do awwy with 
all these things and say that such artificial transactions or operations shall 
be null and void. I take this amendment from the United Kingdom Act. 
as given in the Finance Act, II of 1939, in Schedule VII, in para. 9. I 
have taken it verbatim from that. The United KingdoJD Act only declares 
such transactions to be null and void. The effect of this would be that if 
any artificial transaction or operation is included in the accounts, the Excess 
Profits Tax Officer can say "I will not hlrVe any 'regard for this and I will 
treat it as non-existent." But certainly it will be going too far to penalise 
the person in the manner in which it is proposed to penalise him under the 
Bill. Therefore. I submit that the onus lies upon the Government Members 
to() convince us 8S to why they want to take additional precaution in India 
which has not been taken in the United Kingdom: In this connection, I 
may be permitted to add that the mental background of the Tax Colleotor 
in India is that of a police officer which was made clear in one of the 
standard books on evidence written by Mr. Field. While describing the 
differencl' between the mental attitude of II police offi('flr a.nd a IIlR'Jistrate. 
'Mr. Field said that the reasons why a police officer, whatever high post he 
may hold, is not regarded as reliable witness in a Court of law are that 
the polioe officer starts with the presumption that everybody is guilty. 
The magistrate, on the contrary, starts with the presumption that every-
body is innocent unless he is proved guilty. The mental attitude of the 
Income-tax Offioer and the Excess Profits Tax Offioer js that of the police-
men. Why do you start with the presumption that every man is dishonest 
unless he is proved to be so? You should regard him as honest until he 
is proved to the contrary. That is the mental attitude which I would 
recommend the Honourable the Finance Member to bring to bear upon this 
matter. Therefore, I oommend this ~  for acceptance of the 
House. 

Mr. Pruldem (The Honourable Sir Abdur Rahim): Amendment 
moved: 

, "That for clause 10 of the Bill the following be IUbltitated ~ 

'10. No deduction shan be made in respect of any t.ranAaction or operation of 
allY nature if and 10 far as it appears that the traneaction or operation baa 
artificially reduced 01' would artificially red_ the pl"Olltl'." 

1Ir. S. P. OhImben: ,f;ir, I oppose this amendment, and I would like to 
start where the Honourable Member has just finished. He said that the 
attitude of Income-tax ofIlcers is to treat people as dishonest, and that he 
thought that their attitude should be to treat t.hem as ~  until they are 
found out. Let me say at once that I agree entirely with the Honourable 
Member's attitude, and it is an attitude which I have been trying to 
instil into officers in this oonntry that they should treat ~  as 
honest and ~ IdlOuld tre.t.t them fairly and ooarIIeoai1y .~ ~. '. ~.  .' 

01 
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Sir 1ItIId 11041: They don ~ the 88se88ees a chance of being dis-
honest. 

lIr. S. P. Ohambers: If as my friend suggests, they don't give the 
assessees a chance of being dishonest, so much the better. . I am sorry if 
my friend is disappointed. But that is the very reason, and a very good 
reason why, when we have found them doing things which we think they 
ought not to do, we should penalise them and penalise them adequately. 
In all these matters, I think, the assumption should be that the assessee 
is honest but when we look into his accounts if we find that he is not honest, 
then we will treat him accordingly, and it is a fact, I thhlk, that the fairer 
the' officer treats honest assessees the better case he has for dealing severely 
with the other assesees. We are not concerned with those who are 
honest here or those who are not entering: into such transactions. ~ 
clause, as it appears at present, gives what I might call a sporting chance 
to a man who wants to dodge excess profits at something like a 50: 50 
chance. If he is found out, he pays Government twice, if not, he does not 
pay once. That is, if he is not found out. then he avoids all the tax; 
if we find him out, then" the effect of this amendment, as drafted, will be, 
we shall be leaving all the chances on his side. I suggest that that js 
neither fair nor equitable . 

. Now, reference bas been made to the position in India in the 1919 Act 
and also to the position in the United Kingdom. In 80 far as the 1919 Act 
is concerned, that Act, which was only in operation for one year, was full 
of defects. No doubt it will have been amended if it had been in existence 
longer, and there are very few provisions in the 1919 Act which are "till 
appropriate to the condit.jons in India in 1940 .•.. 

l1li' B.P. JIocl,: H the Income-tax officer happens to overassess, he ~  
wiH . be!i.ble to a penalty? . 

Mr. S. P. OIwDbeIJ: If the Extra ~ Tax Officer atteIllpts to over: 
flssess, what will happen is. tlie assessee will have a' right of .. appeal. , May, 
I remind the Honourable Me'm:bel'· tliat; under l;he Income-tax Act, .~l1 1 
-are full time Inspecting Assistant Commissioners, and the Inspecting Assist-
-ant Commissioner will severely reprim8'Dd the Excess Profits Tax Officer, 
:and his penalty may De se-.ere-he may actually lose his joh, ! , s.. ! ~~ 

The other matter referred to was the position in the United Kingd'lm. 
There clearly the pQilitionis that DO penalty is shown in tbeFinanoe fAc.t 
of 1939. There the position is, if a man enters into transactions of thi!l 
nature or in any wwy defrauds the revenue, the only remed,yis ~ l action. 
That course is Dot easy in the United Kingdom. I think it· ia estill more 
difficult in India, and, I think, in a monetary matter of this kind, the 
provision we have ~  present is more .satisfactory ~ ~.~~ ~ l.  ~~  
tax. Rnd also sometb1Il4J more by way of penll'lty, wp..cn 18 a ~ l  pl'O<less, 
and r ~  it is a simple a.nd equitable ~~ . tl?-an. ll ~  
to enter mto a 1 ~ and dlfficult prosecutlon wblca may end m l l ~ 
mat).t. tam Bure that those who would !tnter into. transactions of this kind. 
'WOuld rat'her pay the tax than go to prison. :.' . 

, Mr .•. II~ ~.  Bir,.,l,am I ~ ~~  ~ l  fl!ieDd .... bot 8iIJ8n 
UB ~ '\':ery convmcmg reason for dlscnmmatmg the Indian position bom the 
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practice followed in the United Kingdom. He stated that in the United. 
Kingdom the remedy is to proceed against the defaulter penally. I belie v,!! 
that remedy still exists under the present Act . . . .. . 

~ HonOurable ~  Jeremy ltaIImu: We have excluded it. In S!lY 
case in ~  departmeQtal action is taken prosecution is excluded; it· is 
an alternative. See clause 16 (2). 

Irr .•. S . .&D.,: The offences for whieh he is liable under the Indian 
:(>enal Code or any other ~ law are not at all excluded, because in' a 
composition proceedings are take" under this Act. What is excluded 
here ...... . 

Mr ••. S . .&Dey: No prosecution for an offence against this Act shall 
be instituted in respect of the same facts as thole in respect of which a 
penalty has been imposed. It will not be an offence under this Act, but it 
will be an offence under the Indian Penal Code. That ,is not excluded at all 
in this section. In terms of the wording of section ·25, what is excluded is 
any criminal &eiiion against this Aot and for having violated the provisions 
of this Aet only. -

Now, it.,llot only amounts to a violation of the proviSIons of this Act, but 
it ~. amount to a l ~ of the provisions of ~  other. Act and ~ 
p,oaecl,ltioll. uodltr that Act 18 left open. Therefore, if the eXIstence of a. 
penal remedy is considered as a sufficient ground for not making a provision 
for recovering all additional penalty in this form in the United Kingdom, 

~ l  bolds good here also. Either we must provide uopl:Qjjec¥*ion 
under any criminal law arising out of the facts which amount to II violation 
of anything under this Act---<>r we must do aWRY with the clause of penalty 
that exists here. That requires to be clarified. 

The Honourable Sir Jeremy BN'lIIlu: The intention was to exclude 
prosecution ·iIl every C8l8. 

Mr ••• S • .&Dey: I believe it requires to be made more specific aud clear. 

The Honourable Sir Jeremy Ballman: I am prepared to take steps to 
ensure that this intention shall be carried out, namely, no prosecution will 
l ~ on the same facts on which a penalty has been impOlled on the assessee 
under this section . 

...... Sant SIDP:' In view of this IIBSUraDf".e, I bElg leave of the House 
to withdraw this amendment. 

The amendment was, by leavlo of the Asseqlbly, ~  

Baba BaljuU1 Bajorta: I mo,-e : 
"That in 8ub·dau8e (3) of clause 10 of ~ Bill, ~  the, w,. ~  'a penal?, DOt; 

exceeding' the words 'half of' be inserted." 

. I do not go 80 far as .my Honourable friend, Sardar Slmt Singh, that no 
penalty should be levie'c1, bnt what I want is that the penalty should not 
exCeed half of the tax evaiecL' In a Bill of this type, which is a Bill of 
heaVy taxation, the amount of tll'l[, if the penalty is equal to the tax-it 
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will amount practically to whole of the 100 per cent. of pr.ofits and even 
more than that. Probably on the 50 per cent. for which the penalty is 
imposed he will have to pay income-tax and super-tax. So it is not 
fifty-fifty as my Honourable friend, Mr. Chambers, has put it. If my 
amendment is accepted, it will be more than deterrent for anyone who 
wants to dodge the tax under the provisions of this Bill. He will have 
to pay 25 per cent. further, it will be 75 per cent. of the profits and then on 
50 per cent. he will have to pay income-tax and super-tax, and that will 
take away cent. per cent. af the profit. I hope that my amendment will 
be accepted. 

, Kr. President (The Honourable Sir. Abdur Rahim): Amendment 
moved: 

"That in sub· clause (3) ,f clause 10' of the Bill, after the worda 'a penalty not 
exceeding' the words 'half of' be inserted." 

Mr. S. P. Ohambers: I am afraid I must oppose this amendment al80, 
and I do so because I feel that the Honourable Member's arithmetic is not 
altogether correct. If the excess profits tax was not paid, the amount 
saved by the tu-payer is not the full 50 per cent., because he pays incOme-
tax on the excess profits saved. He has to pay income-tax on the whoi.9 
of the profits without having any deduction for the excess profits tax payable. 
1 think, therefore, that tne ratio is approximately 50: 50. I may add that 
under the Income-tax Act the penalty is II times. I oppose the amend'-
ment. 

JIr. Prealdent (The Honourable Sir Abdur Rahim): The question is': 
"That in Bub·clause (3) of clause 10 of thll Bill. afteJ:" the worda 'a penalty not 

exceeding' the words 'half of' be inBerted." 

The motion was negatived. 

Mr. President (The Honourable Sir Abdur Rahim): The question ia: 
"That clause 10 stand part of the Bill." 

The motion was adopted. 
Clause 10 was added to the Bill. 
The Assembly then adjourned for Lunch till Half Past Two of the 

Clock. 

The Assembly re-assembled after Lunoh at Hslf Put Two of the Clock, 
Mr. Deputy President (Mr. Akhil Chandra Datta) in the Chair. 

Mr. Deputy PreIIldent (Mr. Akhil Chandra Datta): The question is : 

"That clause 11 stand tJ&rt of the Bill." 

Mr. Mubammacl Bauman: Sir, I move: 
"That in BUb-clanse (I) of clause 11 of the Bill, for the words 'one half ~  

01' to one-half' the worda 'the full amount thereof 01' the tull amount' be substituted." 
The object of this amendment is that full relief to the extent of double 

tUXB'tion should be given to those merchants who are having then. bUBinese 
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an such foreign countries where their Governments have I~  for 
Excess Profits Tax. They are liable to Excess Profits Tax in those 
countries of origin and it is very fair that they should be given relief to the 

.extent of the full amount that they have to pay in those countries. The 
.Bill provides for rebate or relief of only half of the amount so paid as tll'X 
in those foreign countries or in India whichever is less. I think equity 

-demands that they should have full relief. Otherwise double taxation 
~ at least to the extent of half that they are cOPlpelled to pay under 
the present Bill as it is. Already, under the in..:ome-tax, after the introduc-
;tion of the world income system of taxation, they have to pay full one and 
.-again half income towards income-tax. I think risk of trade in foreign 
,>countries has increased and this is not the time, Sir, when instead of 
_,giving them any encouragement such a stringent legislation should be made 
:as would rather involve them in further diiF,culties. 1 think risk of trade 
in foreign countries has ipcreased with war conditions and there 81'e greater 
;&mounts of risk for them now than in uspal conditions and security of relief 
must be provided. I do not of course know what amount will be involved 
,as a loss to the revenue by granting this full relief. I do not suppose it 
~ be at all large enough to make the Governmeni) feel .by of accepting 

rthis modest amendment. I do not know how many countries have already 
legislated for excess profit but even those who have not legislated yet may 
-follow suit soon. 

I want to illustrate my point by quoting a concrete example to the HOUBe 
'm order to impreSB upon the House the hardship which will fall if Excess 
Profits T8x is invoked in other countries and which is not very unexpected. 
When I say foreign merchants having foreign trade, naturally it includes 
,lot of people. It is not only those Sindhis for whom my friend, Mr. 
Lalchand Navalrai, has been pleading. Mter the separation of Burma, 
:Aden and ot'her places, which were PdlLs of old India, all those people who 
Dave been trading in those colonies will be sailing in the same boat and 
so naturally things deserve more serious consideration than they are usual. 
ly considered to be. Now, I want to impress upon the House by a concrete 

,example how this taxation is going to affect the foreign merchants if they 
are not going to be refused relief to the full extent of the amount paid 
in o£her countries. Suppose a person trading in Java has a standard profit 
.dfRs. 1,00,000 and a profit of Rs. 1,50,000 in the chargeable accounting 
year. If the rates of income tax and excess profits tax are the same in t.he 
·two countries, the approximate amcunt of excess profrts tax and the income 
·tax pay8'ble on this income would be as follows. Standard Profit, 
Es. 1,00,000. Profit in chargt:aole yetil Rs. 1,50,000. Excess uh&1'geable 
Rs. 50,000. Tax at 50 per cent. in Inclis, Rs. 25,000. Tax At 50 per cent. 
in Java Rs. 25,000. Less 50 per cent. of tax paid in Java refund due in India 
Rs. 12,500. 'The net ExceSB Profit Tax will be Rs. 87,500. Now, Honour-
~ l  Members will see that it becomes really hard when they have to pay 
Rs. 87,500 out of fifty thousand excess and ~  get no relief. Unless the 
Government accept this amendment and give them full relief, that is to the 
extent Of Re. 25,000 paid in Java, thi8 will work as a great hardship in 
countries where legislation similar to ours bas been passed, or may be 
:passe8. With these words I move my amendment. 

J[r.lJIpu'r PreIIldeJl& (Mr. AkhiI Chandra Datta): Ame.ndmentmoved: 
''That -in lab.clauae (.I) of e1aaae 11 of the Bill, for the worda 'Goe half thereof 

-or.to ~ l  the worth 'the fan Imoant thereof or the full _t' be aabatitatpd." 
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Xl. IJ • .,. 0hamberI: Sir, I oppose this amendment. I would like to-
draw the attention of the House to the fact that clause 11 of the Bill deals; 
with double exeess profits taxation, whereas clause. 12 deals with the· 
aHowanee 01 excess profits tax in arriving at income chargeable to income-
tax. I mention this at this stage because there is on the paper a further 
amendment to clause 12. The effect of that amendment is to allow, as S'. 
deduction for income-tax purposes, the whole of the foreign .tax }>aid _. 
respect of profits arising in a foreign country whether that ~ country-
is part of the British Empire or not. That amendment will be accepted' 
b;V Government if it is put, but this amendment to clause 11 would plaee· 
us in rather an embarrassing position. The normal process of double taxa ..... 
tion relief is for one l ~  to grant pnrt of the relief and for the othel'" 
to grant further relief, so that in total the  tax paid does not exceed the 
greater of the two amounts. Now, if the amendment were carried, the 
effect would be that India, without Bony effort on the part of the other 
countries, .would have to allow the whole relief for theexeess profits tax; 

bl •. I pllcya e. __ ,_ 

1Ir. K.Jg.mmM. lfaum&ll: Ma;V I interrupt? You said "without any-
eBort on the' part of the other countries" _ I could not Il ~  that. As a 
matter of fact, if there is no legislation, this clause is useless. 

IIr. S. P. Ohamber8: May I point out that it says ~ ll  the fulf 
amount". This amendment is not an amendment of sub-clause (1). It is 
an amendment to sub-clause (g) of clause 11, and I will read the sub-clauae-
so as to make it intelligible: 
"(I) If my person, who has paid excess profits tax under this Act for any charge·· 

able accounting period in respect of profits arising outside India in a country the l",wlI· 
of which. do not provide for any relief in respect of exoese profits tax charged ill 
British India, proves that he has paid excess profits tax nnder the laWB of the said 
country in respect of the same profits, he shall be entitled to the deduction from the-
el1088I profits tax payable ill British India of a Bum (in the Bill it is one-hdll, in f.AI! 
_Mtnllnt it iI the full amou71t) thereof or to one-half of the excese profits,tax pay ... 
ahIe in the said cotlntry, whichever is the leas." 

The question about this is that this would involve no effort on the part; 
of the other country to enter into reciprocal arrangements. The full burden. 
of the whole of the foreign excess profits tax would fall on the Indian-
~ . That goes further than we could allow, because, under that 
ame.-ndment, there win be no iducement to any country either an Empire 
country or any other country to enter into any arrangement with India for-
reciprocal relief: We woulQ. have to allow the whole 9f the reli,ef, and the· 
whole burden would fall on ~ Indian exchequer. That is the difficult.: .. 
We have sympathy with the Honourable Member, but I think that 0,-
allowiqg ~ l  here and allowing the. wbole tax. paid, wliether I ~ 
or foreign, as a deduction for ~  purpqses in c1a.use 1~  we hava. 
gone as far as we can reasonably go. Sir, I oppose the amendinent. 

1Ir. Xub .. mma4 lIauman: In view of the very good 6Jqllanation giveD" 
by Mr_ Chambers. I wish to withdraw the amendment. I appreciate the-
poi-nt that it will give other countries no chance ·of making a l ~  

with us-
. ':; ;. ~ 

JIr. Deputy President (Mr. Akhil Chandra Datta): Has l l~ 

Member the leave of the House to withdraw his amendment! 
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JIr. HU8Dbhai Abdullabbat. Lall" (Bombay Cenira! Division: Muham-· 
madan Rural): I rise on a point of order, Sir. I ~  1;0 speak on this, 
,:menlhnent, but in the meantime my Honourable friend, Mr. Muhammad. 
Nauman, has withdraw {I it. 

JIr, DepatyPrIBi_" (Mr. Akhil Chandra -D.ttJo):-Is · ... ;Cb. •• to· 
understand that the Honourable Member is opposing the leave being: 
granted to withdraw the amenl,iment? 

JIr. Husenbbai Abdullabbai Lali": Yes, if it comes to that, beoause I. 
am one of the seconders of this amendmeJ;lt and I .wish tQ spepk on it. 

o _ ( .!:", . 

Kr. Deputy President (Mr. Akhil Chandra Datta): The Honourable· 
Member has every right to oppose the leave being granted. 

JIr. HU8eDbhai Abdullabbai Lall": Sir, the position is - this. Mr. 
Chambers has nicely put the case by saying that unless and until we make· 
some such provision the other Governmentla will not be prepared to make a 
reciproc.al arrangement with us. But 80 far as the Indian people are con-
cerned, may I draw the attention of Mr. Chambers to the peculiar position 
ill' which we are. It is a fact that so far 8S the ImUan Government is 
concerned, they are nowhere in the British Empire or outside barring O-reat 
Britain: Nobody cares for us and nobody would care for us. There is.· 
nCJbody to represent us. It is only our poor merchants who are trading ill 
'foreign lands on their own without any help or' protection. Surely, thos& 
persons who have to have any eonnection with India they will certllinly 
make their treaties ~  Great Britain. But 80 far as we Indians are 
concerned, we· are helpless and very few and far between. We have got 
no Ambassadors, no Counsel, to fight about our oases there, and, further, 
it is preposterous to consider that for a small business that the Indians do 
in, foreign countries, the Governments of those powerful foreign colin tries 
wiH try or care to make a reciprocal agreement with the Governme.nt of 
India. This would have been a fair proposal if we were in the same position 
~ the Dominioos. But that is not the case. Sir. as I have repeatedly 

said it is with a great handicap that we hpe been exporting our things 
and it is alsO, with a great 'handicap that we have been working the cause· 
of our country outside. Of course, we do make at times a little profit. 
(Laughter from European 8nd Government BencMs.) My friends are 
laughing. I am very sorry to see my friends laugh I feel very much t,hat 
~  do so ",hen they are in a comfonable position. When Europeans come 
Qut trom their Countries, they have the advantage of Government support, 
~ I  I need not. repeat the tale of our pitiable condition. I do not wish 
1.0 say more at this stage., But I must say this that they ought not to. 
I9ngh. but that they ahould be ashamed of themselves when they see that. 
India has nobody 1lo, help or to support her. If we get any represen-
~  or represeDt.tivelin our :oountTy flum the Coloniel or from 
Great Britain, our Government is alWays ready to help them. Sir. this i. 
our position-most pitiable. I do not want to introduce aoy heat but, 
amelY,it is absuJ!d ~ think tm.t any Iittle consideration will be shown t;o.. 
the Indian trader by. thoae .wong foreiga ~  01' that they will 
.war ~ or ofter to Fe aomethinR' out of their taxel. That is why' 
I appeal to the Honourable. the Finuce Member to realise the actual torue. 
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position. Do not go by theory but realise the peculiar and pitiable . ~ ~ 
of Indians and also the position of our Indian Government as the subordl-
lDute Government of the British Empire. 

JIr. Deputy PlllideDt (Mr. Akhil Chandra Datta): T,he question is: 

"That in sub-clause (S) of clause 11 of the Bill, for the worda 'one half thereof 
or to one·half' the words 'the tull amount thereof or the full amount' be ~ l.  

'fhe motion was negatived. 

JIr. Deputy President (M;r. Akhil Chandra Datta): The question is: 

"That clause 11 stand part of the Bill." 

'The motion was adopted : 

Clause 11 was added to the Bill. 

lIr. Deputy President (Mr. Akhil Chandra Datta): The question is: 

"That claW''' 12 stand part of the 'Bill." 

Dr. P ••• Banerjea (Calcutta Suburbs: Non-Muhammadan Urban): Sir. 
I beg to move : 

"That for 8ub·clause (3) of clause 12 of the Bill the following be substituted: 

'(I) There shall also be 80 deducted the amount of any UceBII profits tax payable 
under any law in force in a country outside British ~  on. the ~ ~  
of the business in respect of any char$6able accountmg period to tne 
extent that such profits arose in the ll&id country, after diminishing sl1ch 
amount by any amount which is allowable by way of relief by repayment, 
set off or otherwise under any law in the country where the tax is payable 
providing for the granting of relief in that country where excess profits 
tax has also been charged in British India: . 

Provided that where, under the provisions of this Act relating to deficienci61 
of profits or under any corresponding law in force in the said country 
without  British India relief is given by way of repayment from exC6sa 
profits tax chargeable for any chargeable accounting period previous to 
that in which the deficiency occurs, the amount of the deduction allowed 
uuder sub-section (1) or 8ub·section (I) shall not be altered, but the 
amount repayable shall be taken into account in computing the nrofit. 
and gaius of the business for the purposes of income·tax as if it Were a 
profit of the business ~  in the chargeable accounting period in which 
the deficiency of profits occurs'," 

Sir. the amendment is a rather long one, but I shall explain its signifi-
<C8Dce in a. very few words. Sub-cl.ause (1) of clause 12 of the Bill provides 
that the amount of excess profits tax payable shall be allowed to be deduct-. 
ed as an expense incurred in the cOurse of carrying on the business. This 
.is good. Sub-clause (2) of this clause further pro-yides that the amount of 
the excess profits tax payable under any law in force in the United Kingdom 
or in any Indian State or in any other pari; of His Majesty's Dominions 
,shall also be deducted as expense. Thi. also is good SO far as it goes. But 
the application of the principle should not stop at the frontiers of His 
Mr.jesty's Dominions. What I urge is that ~  principle should be extended 
to foreign countries. If that is done, the ends of justice will be satisfied. 
'That is why I move this amendment. There should not be any distinction 
.iu respect of Indian business carried on within the ~  of His Majesty 
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:and the Indian business carried on in any foreign countl"JJ., ,··This ~ &"tery 
reasonable amendment and I hope my Honourable friend. Mr. Chambers, 
-will accept it. . 

Kr. Deputy President (Mr. Akhil Chandra Datta): Amendment moved: 
"That for 1I~l . ..lll  (S) of clause 12 of the Bill the foUowing be subitituted : 

'(') There shall also be so deducted the amount ~  any .~  ~l  tax payable 
under any law in force in a country outside British I~ l  on. the proftt.a 
of the business in respect of. any ~ l  accountlOg. ~ ~ . to U,e 
extent that such profits arose 10 the said country, after. dumnishlOg sach 
amount by any amount which is l~ l  by way of rehef by ~  
set off or otherwise under any law 10 the country where the tax II payable 
providing for the granting of relief in that country where excess .. lOlits 
~ has also been charg41d in British India: 

Provide<i that where, under the provieions of thie Act relating to" deficieuciel 
of profits OF under any corresponding law in force in the said country 
without British India relief is given bl way of repayment from ~ 
profits tax chargeable for any chargeable accounting period previool tIo 
that in which the deficiency oceurs, the amount of the deduction ,Uowed 
under sub·section (1) or lub-section (I) shall not" "be altered, hot the 
amount repayable shall be taken into account in computing the profitl 
and gains "of the business for the porposes of income·tax all if it were a 
profit of the bUMesB accruing in the chargeable eccounting period in whioh 
ate deficiency of profits oceul'll'." 

"fte BaIlourable Sir 1 • ..,., ....... : I accept the amendment. 

"lIr, Deputy PnIklent (Mr. Akhil Chandra Datta): The question is: 
! , . . 

"'That for mb-clause (I) of clause 12 of the Bill the following be lubstituted : . 

'(I) There shall allO be 10 deducted the amount of any exC88B profite tax payable 
under any law in force in a .country outeide Britiah India on the profitt 
of the businell in relpect" of any chargeable accounting period to the 
ezfIeDt that such profits al'Ole in t.he aaid countJ7, afterlii.-,iQilhing IU.m 
amount by any amount which i. allowable by way of relief by repayment, 
set off or otherwi!e under any law in the llOuntry where the tax il payable 
providing for the grJUlting of relief in that country where excel. profitl 
tax bas allo been charged in British India: 

.Provided thaL where, under the provilioDi of this Act relating to deficiencies 
of profits or under any ~  law in force in the &aid count::y 
without Britieh India i-elief i. given by way of repayment ~ 

~ tax. chargj!able !or any chargeable accounti.g period previous to 
that m whIch the deficlenC1 oceun, the amount pf the deductioo 'illowed 
under lub-sect.ion (1) or lOb-section (I) aball not' be altered," but the 
amount repayable shall be taken mto aCllOunt in computing the j,rofitl 
and gainl of the bUlinele for the purposes of income·tax as if it were a 
profit of the bUlin .. s accruing in the charJl;eable t&CCOIlIJting period in whieh 
the deficiency of profits OCCUI'II'." 

'The motion was adopted. 

Kr. Deputy PnIldent (Mr. Akhil Chandra Datta): The questiqn ~.  . 
.. 'That c1a_ 12, as amended, etand part of the Bill." 
The monon was adopted. 
OJauae H, 88 amended, was adeled to the Bill. 

Ill. Dlpaty I'IeIIdeU (Mr. AkhiI Chaodra Datta): The question is: 
.. 'That c1aUIie 13 atand pert of the Bill." 
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Dr. P. If.'Bauerjea: Sir, I beg to move: 

"That to sub-clause (2) of dauae 13 of the Bill the following proviso be' added.:' ' 

'Provided that the Excess Profits Tax Officer shall not require ~ ~~  'of 
any accounts rdating to a period prior to the ~ .1~~ . . , .!;; 

Sir, ~  ~  of clause 13 gives power to the Excess Profits, '):'ax: 
Officer to call for accounts without ~ limit of time. Now,if we look at 
toe Income-tax Act, we find that under section 22, sub-section (4) proviso 
the period of time is limited to three years. After careful examination of, 
the whole :Sill it was settled when the Income-tax Act was passed that. 
three years was n reasonable period of time. Now, why should we not stick 
to that limit? 

There is another important consideration in this regard. Clause 22(6) 
of the Excess Profits Tax Bill provides that all information obtained in 
respect of the excess profits may be used in respect of the income-tax. If 
the present sub-clause is allowed to stand as it is, it would amount to-
amending the IncoIlle-tax Act by the ~ That would not be a very. 
desirable state of things. -

1 do not know whether this limitation of the period has been omitted 
through oversight or by deliberation. I believe it has been omitted through 
oversight, and if it be so, I hope the Government will accept the amend:" 
manto If, however, it has been a 'cWibera1ieaetmi the ptll'Ii.of ~ . 
ment, it deserves the strongest condemnation, because for sometime past 
the feeling has been abroad that the Government'hu .d ... ~ . . pte· 
straightforward in its dealings. The Government shoul.d now do ~ l1  best 
tQ remove such a feeling. I hope the Government WIll find theIr way to-
accept my amendment. 

JIr. Deputy PnaideDt (Mr. Akhil Chandra Datta): Amendment moved:' 

"That to sub-clause (8) of clause 13 of tho Bill the ll ~ proviso be added: 

'Provided that the Excess Profits Tax Officer sil$ll not require the production of.' 
any accounts relating to a period prior to the year 1935-36' ... 

The Honourable Sir leremy B.ai8man: I accept the amendment. 
, 

1Ir. Deputy Pre8id8llt (Mr. Akhil Chandra Datta):, The question is: 

"That to. sub-clause (,!I) of clause 13 of the Bill the following provisope adde:i : 

'Provided that the Excess Profits Tax OfIicer shall not require the production of 
any accounts reiatinll to a period prior to) th .. year 1'935-36' ... 

The motion was adopted. 

Kr. Lalchand Bavalrat (Sind: Non-Muhammadan Bur;l): Sii-;:i ~  to-
move: 

"That to sub-claulkl (2) ~  clause 13 of the Bill tht' following' proviso· be 'added' : 

'Provided that in respect 01, profits ~ 9f arising with.ll. BritJah fn4i& the, 
~ . Profits '1'ax Officer may not require production of account boob, 

maintained at t.he places of ~ ~ 11 without. .~ . ~ if ~~ . 
of accounts venfied by aftlda'-tt ·Of the tax·parer or auy'oilier ·periKm II1II 
hi. behalf are produced· ... 
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Under ~ ~  Act, a notiQe is given to the *&xpayer for sub-
'3 ~ .. illllttmg retul'IIS and the. ~  kind of notioe is givea under 

. clause 13 of this Bill for filing returns ~  60 days, this 
period being fixed by the ~ l  Cowmittee. ~~  sub-clause (2) says: 

, '·(1) The Excess Profits Tax' Officer may 881"9'8 on &DY, person, upon whom a notice 
bas .been served under sub-section (1). a notice J:O!'CIuirillg him 011 a date to be !.herr-in 
"pecified to produce, or canlIE' to be produced, BUch accountB or document. &8 t.hl' 
EJlceae Profits, Tu Officer may require and may from time to, time Berve furth!!r 
Dotices in like manner requiring the pl'oduction of such ftirlliE'r accOunts or doclllRelltl 
-or other evidence as he mly rE'quire." 

The difficulty in thn mattElr of account books has been ~  to 
the House not only now but even at the time of the ne'\\' Income-tax :Act. 
Now, due to the ,war, the difficulty is greater because people do not gell 
visas or passports to come here from foreign countries and their books and 
documents are all there. Apart from this it has 'been said that Indian 
nlerchants and specially Sindhi merchants keep, their accounts in a parti-
oCular way and auditing consists in the MBDAger going there after two or 
-three years and going through the accounts. Again, these accounts will 
be of no use to the officers Bnd so their production showd not be insisted 
upon. What I ask in my amendment is for some, facility to satitlfythe 
officers with regard to these accounts, in the shape of a statement of 
accounts supported by an affidavit sworn by the tax-payer or any other 
person on his behalf. An affidavit is a serious thIng arid for swearing a 
false affidavit he may be sent,. to jail. Therefore I submit this little facility 
'Should be allowed.. " ' '," 

Again, they might be asked to produce audited accounts, 88 under the 
I ~ ~  Act. ~  in those parts .ev(lD ~~  ~  II:ccounts ~  t,b-ese 
days IS dIfficult owmg to lack of qualIfied auditors. So leubinlt it "hould 
not be insisted on, specially when' aD affidavit is produced befOte the E;roess 
Profits, Tax Officer. As Goyernment are showing reasonableness on certain 
amentlmet1ts I hope they will see the I'8MODable .... of" ih¥t . I IlIII ~  
and accept it. , ' 

1Ir. Dep1ltJ Prea1dent (Mr. Akhil Chandra, DattA): Amendment 
moved: '" 

"Tllat to sub-claWl4! (S) of clause 13 of the Bill the following proviso be added: 
~  that in reapect of 'profits ~ ~  ~~ ~~~ ~  ~1 l  

ExceBs Profits 'fax Officer may not relJuire production of account il'JOi.. 
maintsined at the places of businea. WIthout Briti.h India it .tatement. 
of accounts verified by ~ l  of the tn-PIIIJ4', ,cf4 all)' other ~ on 
his behalf are produced'." 

Mr. I. P. CDaamberll: Sir. when the Income-tax Amendment Bill was 
under diSct1ssion in this House, a similar amendment waS tabled and the 
then Finance Member, Sir James Grigg, explained that in some respects 
the amendment did not go quite far enough, and in other ways ~ ~  8 
little too far. He gave an assurance that i.nstructionll would he ilSued 
to all Income-tax Ofiicers that the, ~  books should t'lot be 'catIed' for if 
audited statements of account.. oou41 be proc1uced or-he went'mue1l.fUr-
ther,-if ~  assessment could be determinl'!d in ",ny other way without 
catnng .for,:the .books. ~  goe!3' furthet. because in ~  ~.  
veri5ea statement of accounts mIght ~ ,be the "roper' kind Of ~ . ~ 
And.'iiIf&c.t. ~ there wet-e no accounts maintaiiietlin ~ ~. 
funces. the' assessee coul!' hot produCe anythiDg 'arid 'this 'ametidtM!tA·'WOUht' 
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not help him. I think, Sir, the metood adopted, when the Income-tax. 
Bill was in this House, is more suitable. and I understand it has been. 
working quite well. I suggest that that is the better course here and. 
I am prepared to give an assurance that similar instructions will be issued 
to all Excess Profits Tax Officers. 

Mr. L&1ch&Dd Xavalra1: Will the Honourable Member allow me to 
amend it accordingly, so that there may be a statutory provision? 

Mr. S. P. Ohambers: I was explaining that jt is difficult to make this 
&. mat,ter of statutory provision, because it is really more a matter for the-
discretion of the Excess Profits Tax Officer, having regard to the peculiar 
difficulties of each individual case, and I think that the method of giving-
an assurance is more suitable on this occasion. If I give that assurance, 
perhaps the Honourable 'Member may see fit to withdraw his amendment 
with the permission of the House. 

Mr. L&1cha.nd Xavallai: Sir, I will accept the assurance, and I take it 
that the Honourable Member will issue instructions in the way he iras 
said here today, because it is a very comprehensive one, and, under these 
circumstances, I beg leave of the House to withdraw my amendment. 

Mr. Deputy President (Mr. Akhil Chandra Datta): Has the Honourable 
Member the leave of the House to withdraw' his amendment? 

Several HODOUrable .embers: Y'es, yes. 
The amendment was, by leave of the Assembly, withdrawn. 

1Ir. Deputy Prelldent (Mr. Akhil Chandra Datta): The question is: 
"That clause 13, aa amended, stand part of the Bill." 

The motion was adopted. 
Clause 18, as amended, was added to the Bill. 

1Ir. Deputy Pr_dent. (Mr. Akhil Chandra Datta): The question is: 
"That clause 14 stand part of the Bfll." 

Babu Baijnath Bajorla: Sir, I move : 
"That to 8uh-cIauae (3l of clauae 14 of the Bill the following proviso be added: 

'Provided however that in the C1ase of registered firma the __ em w:ilI be 
made on the partner. thereof in accordance with the provisiona of the 
Indian Income·tax Act, 1922'." 

This ,is an important amendment. Sub-clause (8) reaa..: 
"Where ~  or !Dore persons were carrying on the business jointly in the charge-

able &c09untlDg pet:'-od, the l ~  shall be mad.e upon them jointly and, in the 
cue of a ~ l ll . may be made In the partnel'llhlp name." . 

It m&aDB that even if the business is carried on in partnership either 
as a registered firm or an unregistered firm, or whether the busi:neSB is 
can:ied. <?n by an ~ of .individuals, still the assessment will be Ill. ]OQlUy and no conmderstion will be giveo that the business is 
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camed on by different individuals or partners. I am leaving out the cas& 
of the association of individuals: I am also leaving out the oaBe of the· 
unregistered firm; I am also leaving out the case of the Hindu Joint 
family, though I would very much like that the adult male members of' 
8 Hindu joint family also should be assessed separately, because w& 
fought that battle on the Indian Income-tax Amendment Bill and l ~ 
I do not want in this amendment to make any departure from the Indian· 
Income-tax Act as it obtains now. The assessment of a registered firm. 
is made, not on the firm itself, but on the partners in accordance with 
their shares, and I do not understand how in this case the Government. 
wants to aBBess the profits of the business in a lump sum and do not want 
to &ssess the individual partners separately. This will mean a very real' 
hardship to the partners of the firm. I will give an illustration. Su,ppose. 
the standard profit of a registered firm in a standard period was, say, 
Rs. 40,000: whereas in the chargeable accounting period, their profits: 
amounted to say, Rs. 60,000; and there are four partners in the firm. 
That profit of Rs. 60,000 has been made ~  the joint efforts of the four-
partners and so each partner gets only Re. 15,000 as his share, if their· 
share is equal. Whereas in the standard period their personal standard' 
profit was Rs. lO,OOO only. So each of them has received only Rs. 15,000-
which is much less than the minimum standard provided in this Bill. But 
if they are assessed collectively , in the name of the firm, then the Gov-
ernment will get Rs. 10,000 as they will say that there has been 8Do 
excess profit of Rs. 20,000 and they are entitled to get half of that amount. 
This is absolutely unjust and unfair. If one penK>P makes an excess 
profit of Rs. lO,OOO--supposing he made 30,000 before and he makes-
40,000 now, then he win be charged excess profits tax cn the excess of' 
10,000: whereas· in this case, because he is doing business in partnership 
with others and even if his share is only 15,000, even then he will have to 
pay excess profits to the tune of 2,500 rupees as his share. This is not. 
just. Earlier this morning, the Finance Member agreed to raise the mini-. 
mum limit from Rs. 80,000 to Rs. ~  was vf3"ty kind of him to do. 
so-but as I objected at the time to his remarks that he is making that 
concession so that he will not make any more concessions to partnership. 
firma, but' that concession of 6,000 rupees was given to individuala as well 
as to partnership and to all a88essees. But that is very small compensa-. 
tion-practically nothing compared to the just rights of the partners of 8. 
registered firm. 

There is another difficulty which I have not been able ·to undeNfllmd .. 
In the definition section, clause 2, it is said: 

"Provided' further that all buainellMa to which thla Act applies rarried on by tile 
lalDe penon &hall be treated alone buainelB for tha PUI'pQMI of thia Act." 

I quite agree that if a .person does several businesses, the businesses 
should be taken together and assessed collecti vely ; but in the case of' 
partnership supposing one firm consists of per8;)ns A, Band C and in 
another ~ the partners are A, Band D and ir. a third firm t·he· partoe1'8 
are A, C and D, how is ~  business to be taxed? If they say that we. 
are taxing the businesses, then will they tax those businesses separately 
or calculate the share of A, Band C separately I so that A, B and. C· f!an 
be properly Bnessed on the profits which they have each made during ~ 
chargeable' aceounting period., This is a very important point. I would 
likft t,bl. to be ~I l. 
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[Babu Baijnath Bajoria] 
Then,there may be different partners in a firm and the bumne88 may 

"be carried on in different places; they will have to calculat-e the lJrofit of 
'lIeparate individuals: but are they going to assess the firms? A timr' is 
an entity here and it is an entity there. So there will be a good' deal of 
confusion if this sub-clause remains as it is and if the definition remains 
as it is. The best and the . ~  course and the mOllt equitable cou!'Se 

,is to allow this amendment so that we may follow the same procedure as 
:is being followed for the purpose of the "Income-tax Act. After all,this 
"measure is said to be only a temporary measure. We do not know whether 
it will be tempot:ary or permanent, because when any inoome-tax is levied 
'it is generally said to be temporary, but somehow it always remaiusil.S a. 
permanent measure. The same thing happened with regard to the sur-
charges on income-tax and super-tax, and they were at' last incor.porated 

'in my Honourable friend, Mr. Chambers' slab system with compound." 
'interest ..... 

The Honourable Slr Kuhammad Zafrull&ll. Khan: (Leader of the 
House): It will not pay the Government to make this a ~  

-mMsure, I assure you. ' 

Batra Baljnath Bajorla: Sir. I commend this' ~  for the 
-acceptance of the House. 

Kr. Deput, Prllldent (Mr. Akhil Chandra Datta): Amendment 
~~  

" 
'''That to .11b;.claute ~  of clause 14 of the Bill the following proviso be added : 

"'Pronded however 'that in the case cJf regiStered firma the &ll8elBDleut will be 
made OD the partners thereof in aocordance with the 'provisions of the 
Indian Income-tax Act" 19112'." 

,Mr •• uha.mmadAiharAU, (Lucknow and Fyzabad Divisions: Muham-
"madan Rural): Sir, I have not been able to follow my friend, Mr, Bajoria's 
argu.ments in support of his amentlment. How Can you differentiate 
between his proposal and the proposal ab,out other compani6il? If there 
are, a hundre4 shareholde1'8 in, a company, is it intended that each share-
holder should be assessed separately in a company? 

BaInI ~  ~  I have already stated that in my fint speech, 
'and 80 I did not repeat It. " , 

Kr. _U!,mm.ad. Ashar AU: You 0!lght. to have explained it. n: you 
want that thIS pnnClple should be applIed. It ought to be applied to every 

-shareholder of every company. 

Ba'bII BalJnath BalOi'l&: That is a corporation tax. 

Mr. lIuh&mmact AIbat Ali: But it ought to aJ>ply ~  shareholder 
. of every eompany. 

,Kr ~ 1 ~ tra'9'aIral: ' ;rust as under the Incoxne .. tax A.ct when t.he. 
l'&'ttl\era are regIStered, they are charged aooording to their share - will 
-th&t happen here 01' no? " 
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JIr. Mubammad AIbar Ali: That is for the Government ,to .c1ecide, 
lbut I don't see much force in the arguments of my friend, Mr. Bajoria. 

Babo BailD&Ul Baloti&: On a point of personal explanation, Sir. As 
-regards the question of sha!eholders, I stated in my first speech on the 
:general discussion of this Bill that the shareholders cannot olaim that, 
because the tax will be levied as a corporation tax just as .upertax is 
c1evied, and it is not refunded to the shareholders. 

Kr. LalcbaDd :R'avalral: Sir, if I intervene in this debate, it is only to 
-point out a way out of the difficulty. Under the Incqme-tu Act, if a 
firm is registered and the partners show, their shares separately, then the 
income-tax i. assessed on each partner's share, and a particular share 
.may be . excluded if it is to be excluded. The same principle will ~ l  
,here too. As my friend said., every partner will require that it ~  
made separately. Why not, I ask? It can l-e done because it is under 
the Income-tax Act. The only requirement is that those partners should 
register their firm with the income-tax officer. Similarly, in this case 
-alao they may register their firms with the Excess Profits Tax officer. I 
-think there should be no difficulty' in acce.pting this ainendment. . 

The Honourable Sir .Jeremy Bal8man: Sir, I am afraid that the hard-
ships which my friend, Mr. Bajoria, apprehends topartnet'B would pale 
into insignificance beside the hardships to whioh the revenue would be 

·su!:>jected if his amendment were adopted and if flVery additional partner 
in ,a firm could bring with him an immunity of Rs. 80,000 from Ex0e8s 
Profits Tax .. I realised that there was some foree in MI". Bajoria's first 
·case as put to the House, and I was ready to advanoe the exemption 
limit fromRs. 20,000 in the first instance to Re. 86,000 as it is now, and 

i made it clear this morning that this was one of the reasons, and to thill 
extent Mr. Bajoria may regard himself as a ,pUblic benefactor, because 
the case he has put was ve"!:y p1'()minently in my mind, but having 
advanced to that point, I regret that it is quite impossible to accept the 
amendment which my friend has put forward and which would have a 
most Rerious .effect not only on the revenue, but on the administration of 
fhe Act. Sir, I oppose the amendment. 

Babu Baijnatb BaSoria: What about the firms? 

The Honourable Sir .Jeremy ltaiainan: There will be no difficulty about 
that. The unit for assessment is a business. 

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is: 

"That to 8ub-c1au!e (.') of c1anse J4 of thp Bill the followinl1: proviso be added: 
'Provided howevel' that in the case of registered firma the ueeamumt Win be 

made on the partners thereof in accordance with the provisions of the 
Indian Income-tax Act, 1922'." 

• 
The ~  was negatived_ 

D 
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Bb&l Puma .aDd: Sir, I move: 
"That after sub-clause W of clause 14 of the Bill the following be added: 

'(5) That small shareholders in the registered limited companies shall be given 
refund on the 'same lw.es out of the Excess PMfita Tax ast.hey get under-
the Income-tax Act'." 

Sir, this is a very simple amendment. Under the Income-tax law th8' 
rule is that big companies are charged income-tax at a very high rate" 
and in those companies shareholders who get only a small amount of divi-· 
dend and who are not liable to pay income-tax at that higher rate chargecf 
to the company, are "llowed a refund from the ~  office. ' The· 
object of 'my amendment is that the same privilege of getting a refund 
should be allowed to shareholders in the companies under this Excess 
Profits Bill. The underlying principles of this measure are two, one is 
that only excess profits accruing as a result of the war coilditions are to be-
taxed, and the second is this tha.t the companies m,aking profits bel<?!V 
Re. 90,000 or Rs. 36,000 are exempted from that taxation.' 

Now if ,a shareholder who gets only a small B'Uin by way of dividend', 
say a thousand or two thousand rupees a year,. is taxed according to' the 
Excess Profits Tax ratio, that means that all those profits much below 
Rs. 80,000 or as. 36,000 are also equally taxed at the rate of 50 per cent., 
according to the new Bill. Therefore, my amendment only seeks that just; 
as in the income-tax law the small shareholders are allowed to get a refund 
such shareholders of these companies, that pay the Excess Profits Tax, 
should be permitted. to claim a refund, and if they are not allowed a refund' 
that means that the exemption that is given to profits below Rs. 30,()()() 
becomes meaningless in their case. If they are not exempted, then 
business men who. make profits, say, Rs. 2,000 or 5,000 should be equally 
taxed as the small shareholders in these companies are. It is most unfair 
that. those private busineBB men who make muchinoome during the war, 
though amounting to less than Re. 30,000 or 36,000 should not be taxed, 
while small shareholders should be charged on account of excess profits. 
made by the company. 

In a way this is quite different from the partnership question because· 
in this case, the sharehol4ers are all registered and their income is 
definitely known, there is no indefiniteness about it. One plea, that the 
Finance Member may raise, is that this might reduce the amount of 
revenue very much. It will be better in that case that they should levy 
this tax upon all incomes that go beyond Rs. 4,000 or 5,000, and then, of 
course, the shareholders too could be taxed just like all other people who-
are doing private business. This is a simple amendment and I commend 
it to the Honourable the Finance Member. 

JIr. Deputy Preal.dent (Mr. Akhil Chandra Datta): Amendment moved: . 
"That after sub-clause (4) of clause 14 of the Bill the following .be add!ld : 

'(5) That srr.all shareholders in the registered limited companies shall be given 
refund on the same lines out of the Excess Profits Tax as they get under 
the Income-tax Act'." 

Xr. Lalchand lIavalral: The former amendment dealt with the partners 
in 8 registered firm. Now, this amendment does not deal with general 
partnerships, but the words used are "small'shareholders" and my H:m-
ourable friend. Bhai Parma Nand, has explained that phrase, that if It 
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partner's share comes to Rs. 2,000 or 8,000 or 4,000 he. will have to be 
assessed along with the other partners so that he also bears the burden 
of this excess profits tax. 

AD HOIlO1U'&ble Kemb8r: What is the meaning of small shareholders? 

J[r,o ~  lfavalral: The Government can make a definition and we 
shall have no objection to it. My Honourable friend has put down, a man 
whose profit is Rs. 2,000. According to the Income-tax Act also, under 
the slab system Rs. 1,500 will be excluded and then he has to be charged. 
That equitable way of doing thiIigs is going t..o be absent from this 
Excess Profits Tax Bill and there is no reason for it. J ustica and fairness 
require that we should recognise this. This Bill is even more stringent 
than the Income-tax Act, and therefore consideration should be shown for 
poor ~ l ~ and my Honourable friend has been very particular in 
using the words small shareholders. I think this concession should be 
given and I hope the Honourable the Finance Member will do it from two 
points of view, namely, one, he should show a little mercy towards the 
small shareholders, and secondly, equity and fairness reoquire it. 

Mr, HUlenbhal AbduIlabbai. Laljee: I have some difficulty in support-
ing this amendment, but it is but fair that small shareholders should be 
potected. I do not know how we should define the term small share-
holders, whether a person who has got five shares in a concern but worth 
5,00,000 or a small shareholder means a person who has five shares but 
worth 5,000 is a s8;lall shareholder. That is my difficulty, but Govern-
ment can devise ways and means of defining what is really meant by a 
small shareholder, that is, a person of small means or a pel"llOn whose in-
come is under the taxable limit, that is, Rs. 1,000, if the Government is 
really inclined to help the poor people. It can also be said that share-
holder'l. who are not ordinarily charged to income-tax or those pel1lons who 
are ordinarily charged to income-tax on Rs. 2,000 and not ~  
such thing may solve the difficulty. Bome comparison was recently being 
made between a limited company and a partnership firm. I do feel that 
was not at all a right comparison. So far as limited concerns are concern-
ed, they are more or less industrial concerns with a definite object for doing 
& certain business. The articles of association lav dowr. their activities of 
their business and so far as ordinary partnership' firms are concerDf'd it is 
not so and there is a lot of difference. - In partnership iirm in one business 

,they make money, ~  I~ another they 10s.e. I am vefJ sorry that Pandit 
Krishna Kant MalaVlya IS absent, otherwise one of hiS amendments was 
really very important so far as Iniian overseas partnership is ~  
And I can only appeal at this ~ to ~  ~ l  the FlDance 
Member. He has, of course, shown fair consideratIOn With regard to the 
producing of books, with regard to Indian fm'eign busine;;s 8?d the 
assurance that has been given is quite fair. I do hope that he WIll l~ 
consider this Indian foreign partnership with regard to the partnership 
firms, when there are partners who are non-resment . . . . . . 

The Honourable Sir .Jeremy KaJsmaD : The Honourable Member is 
speaking to an entirely different amendment. 

D2 
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Ill. KU88nbhlt .A.bdullabh'll LUlee: In that case I will withdraw, but 
I only wish to say that hard ca&es may be favourably considered, both 
regarding Indians in India and outside. 

The Honourable Sir Jeremy Bai&maa: The Honourable the Mover said 
that this case was different from the partnership case. It is, and, bi my 
opinion, it is infinitely weak3r. Since I am opposed even to the amend-
ment olmy Honourable friend, Mr. Bajoria, I certainly could not. a.ccept 
an amendment of this kind I It is based, I think, on a complete confusion 
of thought and non-realisation of the character of an excess profits tax. 
The tax is a tax on the excess profits made by businesses and the machi-
nery which is appropriate to the readjustment of the tax on the total in-
come of a company when it comes into the hands of small shareholders 
seems to ml to be entirely inappropriate to this special tax. Sir, I oppose 
the amendment. 

Jlha! Parma Kand: Why do you exempt an private business who 
make. say, Rs. 5,000 a year excess profits on account of the war? 

(No reply.) 
JIr. ~ Prelident (Mr. Akhil Chandra Datta): The question is: 

"That after sub·clause (.#) of clauee 14 of the Bill the following be added: 
. (5) That. IIIIIAll ahareholders in the registered limited cOmpanies shall be given 

refund on the same lines out of the Excess Profits Tax as they get nuder 
the Income·tax Act' ." 

The motion was negatived. 

JIr. Depu" Pre81dent (Mr. Akhil Chandra Datta):' The question is: 
"That clause 14 stand part of the Bill." 

The motion was adopted. 
Clause 14 was added to the Bill. 

JIr. Deputy Pre81dent (Mr. Akhil Chan.dra Datta): The question is: 
"That clause 15 stand part of the Bill." 

Jlabu Bailnath BaJoria: Sir, I move: 
"That in clause 15 of the Bill, for the word 'five' the word 'four' be substituted." 

This is a revision clause for profits escaping assessment. The period 
which hal! been mentioned in this clause has been given as five. years 
whereas in. the Income-tax Act it is four years. 

An Honourable Kember: It means four years. 

Babu Bailnath Bajorla: If it is four years, then I have no objection. 
1<'or the sake of uniformity, the same number of years &hould be there. If 
I am wrong I will be prepared to withdraw my amendment. Sir, I move. 

Xr. Deputy Pre8ldent (Mr. Akhil Chandra Datta): Amendment 
amoved: 

"That in clause 15 of the Bill, for ths word 'five' the word 'four' be substituted." 
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JIr. S. P. OhamberB: Sir, this amendment has beenmo'MdQIl amis-
apprehension. Let me explain to the Honourable Member that in the case 
of the income-tax assessment the assessment is made for one year on the 
baBis of the income of the previoUB year. The right to re-assess is given for 
four years beyond the year of assessment, that is to say, it is five years 
beyond the accounting period in which the profits arose. Here we have 
no assessment years in the same sense, and, therefore, if we make a pro-
gion that re-aBBessment caD be made for five years after the end of the 
aooounting period. that time limit is the same as in the Income-tax Act. 
Perhaps after this explanati,)n the Honourable Member will see fit to 
withdraw his amendment. 

Ban Baljaatb "101la: In view of the explanation ilven, I would like 
toO withdraw this amendment. 

The amendment was, by leaTe of the Assembly, withdrawn. 

JIr. Dep1lty Jlr8lldat (Mr. Akhil Chandra Datta): The question is: 
"That cIa1ll8 15 atand part of t.he Bill." 

The motion was adopted. 
Clause 15 was added to the Bill. 

Kr. Dep1lty Prealdent (Mr. Akhil Chandra Datta): The quenOD is: 
"That c1aue 16 ItaBd part of the Bill." 

Sardar SantSingh: Sir, I move: 
"That in part (a) of 8ub·clause (1) of cIaUle 16 o( the Bill, befon L1Ie word. 'th. 

amount' the word ·one·fourth' be inserted, and, after the exilting proviso to the lub· 
elaaBe. the following further pl'O'rilO be added: 

'Provided further that the penalty under thia section shall in 110 event exc4Ied 
the lam of Be. 10,000'." . 

Under clause 16, certain penalties are provided for two acts. One is, 
if, without reasonable cause, the assessee fail. to furnish the return requir-
ed., under sub-sectiQIl (1) of section 18, and the other relates to furnishing 
deliberately inaccurate particulars of profits or capital. Undel' these cir-
cumstances, it is laid down that in the first case the penalty proposed to 
be levied is the amount of excess profits tax payable, and, in the other 
cases, he is liable to penalty of the amount of exC81W profits tax which 
would have been avoided if the return had been accepted as correct. Then. 
further Oll. ilL aub-olauae ~  of thi& seotion, an attempt to avoid the prose-
cution for an offence is made. It has not, however, been made clear 
whether the offence under any other pennI law of. the country. will be 
applictlhle or Hot. This was the di&cu88ion this morning in relation to 
another olaU&e, and I understand that the Government are willing to make 
it. more clear than it is at present in clause 2. My amendment refers to 
this-that the maximum penalty.should be fixed as one-fourth of the excess 
profits tax and that too should not exceed the limit of ten thousand rupees 
as a maximum. I know that it is not always the maximum that is imposed 
in all cases. The discretion is left. The circumstances of t.be ease govern 
the penalty that is levied. But, taking all the circumstances into eon-
sideration, one fact is clear •. that ~  thousand rupees is sufficient penalty 
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[Sardar Sent Singh.] 
for any such negligence or offence which may be discovered later on by:" 
the taxing officer. I suggest, therefore, that in the circumstances the 
majesty of the law will be fully vindicated by the maximum penalty being 
at rupees ten thousand. Sir, I move. 

Mr. Deputy Prealdent (Mr. Akhil Chandra Datta): Amendment 
moved: 

"That in part (a) of lub·clauBe (1) of clauae 16 of the Bill, before the worda 'the 
amount' the word 'one·fourth' be inserted, and, after the existing proviso to the sui. 
clause. the following further proviso be added : 

'Provided further that the penalty undu this section shall. in no event eiCeed 
the IUID of RI. 10,000' ... 

Mr .•• S • .An.,: Sir, I will only put in one word in support of the 
amendment. The object of the penalty is not to make revenue. Its main 
object is to make the violation of the rules laid down deterrent. So, wbat 
the Government have to find out is what shall be the really deterrent 
amount. I think, Sir, that the amount provided in the amendment will 
be sufficiently deterrent. If the provisions are allowed to stand as they a1'e, 
they are hot merely deterrent, but they are really oppressive. I will 
characterise them as oppressive. Sq, if the object is not to take advantage 
of the mistakes or the violation with a view to making revenue and I 
presume that is not the object--l do not see any reason why Government 
should not be satisfied with having an amount . of ten thousand as the 
maximum limit for penalty which they should recover from the defaulter. 
I, therefore, support the amendment. 

Mr. S. P. Ohambera: This amendment has two parts to it. The first 
part intends to reduce the penalty to one quarter of the amount of the tax. 
I will deal with that first. Under the Income-tax Act, the maximum 
penalty is one and a half times the tax, but, of course, the amount of 
mcome-tax is a smaller proportion of the income than the amount of excess 
profits tax, but, during the discussion on the Income-tax Bill, this ques-
tion of penalty was ventilated and it was explained by the then Finance 
Member, Sir James Grigg, that having regard to the very greatly increased 
responsibilities of Income-tax Officers in relation to penaltres, an organisa-
tion was to be set up to see that all penalties were "vetted "-that was 
the expression ~  examined at headquarters to see that none of 
them were either undulv harsh on the one hand or unduly lenient on the 
other. One reason for that is that a local officer may be over-zealous and 
he may wish to show good results by imposing high penaltiea 80 that he 
may be regarded as a very good and efficient officer. ~  is a ~~  
which is difficult to stop, but a Headquarters officer, who ~ 8X8TDlDlng the 
work of another officer is in a different position, and a semor Headquarters 
officer will examine all penalties, however large and however small. 

Babu BaiJnaUl Balorta: Has he refunded any penalties? 

lIr. S. P. Ohambera: No, on the contrary, the penalties are not im-
posed until they are examined, I\nd I can say that in quite a large number 
ol cases the recommendation of the local officer that a penalty should be 
imposed has been altogether over-ruled and no penalty has been imposed. 
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because' the HeBclquarters officer who examined the <l&Ie ~ .  the con-
clusion that the mistake was a genuine one of ignorance or a petty mistake 
.of negligence and not a deliberate attempt k> avoid tax.. In aD these 
.cases, the penalties have altogether been cancelled. 

Now, the machinery adopted for income-tax is proposed to be \Uled for 
-excess profits tax, and, of course, the excess profits tax penalties are still 
more onerous and will, therefore, require stil1 more careful examination. 
-Given that, I think that to be really detelTent, the penalty should be 
.allowed to reach the amount of the tax in the really bad cases. In other 
eases, it can be much smaller. But, I think, in the really bad {lase, where 
there is a definite and deliberate attempt to avoid the tax or to produce 
false information, there should be a right to impose a penalty equal to the 
amount which the assessee seeks to avoid. 

. S..mar Sut Singh: . Where' do vou draw the line between the vindictive 
l"miiibmeiit . ana the right jiunitit!nt'! .  . 

Mr. S. P. Chambers:' There is no attempt whatever to award vindic-
tive punishment. The. ~  object is to avfJid the impo.sition of any 
vindictive penalty, and t ~  what I have said about the examination 
of these cases at the Headquarters is sufficient to ~  that any element 
.of vindictiveness which may be present'-in the local officer's mind is 
balanced by the separate, quiet and cold judgment of the officer or officers 
,Bt the Headquarters. 

~ Sut. SiDgh: Suppose you want to have a vindictive punish-
ment. what limit will you fix? 

The Honourable Sir leremy Bailmu: The Honourable Member had 
better'look at'some of the penalties that alep1'Ovided under the Sea 
'Customs Act. Sometimes they are as much as three times the duty 
involved.' .• 

Ill. S. P. Chambers: I now come to the second part of the amend-
ment which provides that the penalty should in DO event exceed 
ns. 10,000. I am afraid this is very much like one law for the rich and 
Bnother one for the relatively poor. If a man avoids ten lakhs of excess 
profits tax, then a penalty of Rs. 10,000 will be. very i.nsigDi1icant. More-
-over, there is always this to be borne in mind that the Excess Profits Tax 
()fficer may not have found the whole tale even when he hal imposed bis 
penalty. There may IItill be an item which is not discovered. In that 
-event,if the amount of tax is of the order of .1akAs, the imposibon of 
Rs. 10,000 would probably still leave a very large margin of profit to the 
assessee. For that reason, the maximum of RI. 10,000 il altogether in-
appropriate. 

1Ir ••• S. ADey: Are you prepared to accept the first part of the' 
amendment? 

1Ir. S. P. Cbambell: No. 
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Mr. »epat, Preaident (Mr. Akbil Chandra Datta): 'The question is: 
"That in part (a) of sub· clause (1) of clause 16 of the Bill, before the worda 'the' 

amount' the word 'one-fourth' be inserted, and, after the existing proviso to the luh-
clause. the following further provilO be added : 

'Provided further that. t.he penalt.y under this section shall in no event exceed 
the Bum of B.a. 10,000' ... 

The motion was ~ 

B·abu. BatjDBth Bajoria: Sir, I beg to move: 
"That in part .(a) of sub-clause (1) of clause 16 of the Bill, before the words 'the. 

·amount' the worda 'half of' be inserted." 

Sir, my amendment is much better than that of Sardar Sant Singh., 
Instead of one-fourth, I am prepared to give one-half. Besides, my 
amendment has not got the objection of having one law for the poor and 
another for the rich. In view of the suggestion of mY' Honourable friend. 
Mr. James, I am prepared to make half the speech and I request the-
Honourable Member to accept half the penalty. 

~. Deputy PreB1dent (Mr. Akhil' Chandra Datta). Amendment 
moved: 

"That in part (a) of sub-clauae (1) of clause 16 of the Bill, before the worda 'the-
amount' the words 'half of' be inaerted." 

Mr. S. P. Ohambers: The Honourable Member has very kindly agreecl 
to make half a speech and I will, therefore, make half a reply because-
most of the reply I have already given in reply to another amendment. 
I have said that I consider that as a maximum we should go as far as the-
amount of tax involved. Sir, I oppose the amendment. 

Mr. Deputy PreB1dent (Mr. Akhil Chandra Datta): The question is: 
"That in part (al of sub-clause (1) of clause 16 of the Bill, before the words 'tbe 

amount' the words 'half of' be inserted." 

The motion was II:egatived. 

lIr. Dsputy President (Mr. Akhil Chandra Datta): The question is: 
"That clanae 16 stand part of the Bill." 

The ~  was adopted. 
Claule 16 was added to the Bill. 

Mr. Deputy Prelldent (Mr. Akhil Chandra Datta): The question is: 
"That clauss 17 stand pert of the Bill" 

Mr. S. P. Ohambers: Sir, I move: , 
"Tha.t in flub-clause ('I of cla.u8e 17 of the Bill, for the word 'thirty' the word 

"forty-flve' be 8ubstituted.' 

Sir, this is merely a drafting error, and I want to correct it by tn(\ving 
this amendment. 



'l'Hl!l EXCESS PRO'FlTIll TAX BILL 

Jir. Deputy President (Mr. Akhil Ohandra Datta): Thit question is: 
.. '.'That in Inb-c1a1ll8 ~ of olatue 17 of the Bill, for the word 'thirty' *he word 
~  ~ aabBtituted. ' 

The mop was adopted. 

Mr. Deputy President (Mr.Ak:hil Ohandra· Datta): The question is: 
"That cla1ll8 17, &8 amended, stand part of the Bill." 

, ~ 'The motion was adopted. 
Clause 17, as amended, was added to the Bill. 
[At this stage. Mr. President (The Honourable Sir Abdur Rahim) 

resumed the Ohair.] . 

JIr. President (The Honourable Sir Abdur Rahim); The question is: 
"ThM c1a1ll8 18 ~  part of the BilL" 

Dr. P ••• Banerjea: Sir, I beg to move: 
"That after sub-cla1ll8 (.)of clause 18 of the Bill the following new 8ub-claule b. 

iuerted and the lllbaeqnlllt Inb-olanae De re-nnmbered accordingly: 
'("i Anv perlon aggrieved by the decision of the Commileioner may appeal to 

tLe High Court within thirty days of Inch deciaion' ... 

We have heard a good deal about equit, and justice in uonnectioD 
with this Bill. Sir, when it is the desire of the Government 

4, P. II. to do justice, let the assessee also feel assured that he will get 
justice. Now, how can he get justice? In this Bill, it is provided that 
from the decision of an Income-tax officer, there will be an appeal to an 
appellate Assistant Commissioner and from his decision an aI-peal to the 
Commissioner. Now, Sir, an Appellate Excess Profits Tax Commissioner 
Mil well as Excess Profits Tax Commissioner belongs to the department 
which is under the Central Board of Uevenue. This Board of Revenue 
is a tax-collecting or tax-gathering department, Therefore, all these 
{,officers look at the question from the angle of vision of the tax-gatfw·er. 
~ .  the pay, promotion and prospects of these officers depend upon 
the good wishes of the Board of Revenue. So long as t.he Board of 
Revenue decideB the claimB of promotion, etc., till officers will natlu'ally 
look at this question from the point of view of the amount of revenue 
which is realised. Therefore, it is desirable that an appeal should lie to 
an independent authority 

As regards income-tax, a tribunal is to be Ret up, but it has. not :vet 
been done. Probably it will be !Jet up 8 year henc>e. Now; dUI'lOg that 
time there will be no real appeal to a court of justic:e. I deBire to empba-
size the nocessity of appeal to a court of justice. The High Court is the 
mOBt competent court to take up these appesl cases. (Interruption.) 
There is an appeal on question of law in regard to income-tax cases, but 
that has not been provided for . . . • , . 

Kr. S. P. Ohamber8: l\lay 1 explain to the Honourable Member that 
clause 21 provides that? 

Dr. P ••• Baaerj .. : U that be so, T stnnd ('orrected. But it is desir-
able that; on questions of ~ also there should be an appeal ~  if thia 
conceuiOD is made ~  a great deal of the unpopularity of the 
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Dew tu will go away. It may be said that it is a temporary measure, but 
because it is a temporary measure and because people have not become 
familiar with it, it is necessary to give them greater conftdence and in 
order that justice may be properly and fairly done, I urge strongly that an 
appeal to the High Court should be proYided.-

Mr. PreaideDt (The Honourable Sir Abdur R-ahim): Amendment 
moved: 

"That ~  lIub-clause (I) of clause 18 of the Bill the following new' sub-clause b8 
iul8l"ted and the subsequent sub-clause be re-numbered- accor4iugly : 

'(") Any pel'son aggrieved by the decision of the Commissioll8r may appe&l to 
the High Court ~ thirty days of such decision'." 

Mr. S. P. Chambers: Sir, may I start by saying that. in so far as 
questions of law in income-tax matters are cOncerned, there is a right of 
reference to the High Court under section 66 of the Indian Income-tax 
Act, and that the provisions of section 66 of that' Act are broughtintothiB 
Bill under clause 21, 110 that thp.re will be a right of reference to the High 
Court on questions of law. In income-tax. matters, there is no right of 
reference to the High Court on questions_of, ~  and the attitude. on this 
is the same in this country as in other countries, because it is deemed to 
be inappropriate to take questions of fact as distinct from questions of 
interpretation to the High. Court. Questions of fact can be -subject to, 
appeal, first of all, to the appellate Assistant Commissioner. The HODour-
able Member suggested that the appellate Assistant Commissioner would 
in all cp.ses be prejudiced against the £ossessee, because his ~  of 
promotion would depend upon the amount _ of revenue he oQtains for the 
Government or the amount of revenue which he prevents the (}overnment 
from losing under appeals. 

Dr. P ••. Banerl'.: That will be the- angle of vision. 

, Mr. S. P. Ohamben: I should like to say, first of an, that that 
attitude is not the attitude of persons responsible for making promotions 
of appellate Assistant Commissioners, who are very senior officers of tne 
Department. The new Income-tax Act gives very wide powers, and it is 
specifically provided under section 5 of the Act that no orders of the 

~ l Board of Revenue may interfere with the discretion of the appel-
late Assistant Commission'er in the exercise of his appellate functions. 
That is being put in in order to make it quite clear that the appellate 
Assistant COlllDUssioner should act judicially and should not have the 
mterests of revenue in mind. He should get the correct result and not 
merely try to over_. 

Then, Sir, 8S to the setting up of an appellate Tribunal; one must be 
~  up before the 1st April next year. An undertaking has been given, and 

I think it is f.ltated in the Select Committ.ee Report that it would be set 
up as soon as pOll8ible. How soon that will be is very difficult to say. 
because there is a lot of work involved in setting it up, but in any event, 
the process· of assessment which must precede any question of appeal is 
likely to take several months, 110 that the number of cases which are ~7 
to go to appeal before an appellate Tribunal is set up is likely to be . 
Ar. far as possible the provision that an assessee should -go before an ~ 
dependent appellate Tribunal is being made effective as soon as poemole. 
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.. Then, Sir, as to the way in which difficult questions of fact are dealt 
~  for excess ~ ~ tax purposes, there are several very diffioult ques-
tions of ~  and It 18 for that reason that there is a right of appeal on 
these questions to Boards of ~ . I am referring to the provisions 01 
clause 6 ~ the asses:see cWms that he made unduly low profit in hill 
standard penod. That 18 not a question of law, but a question of fact 
whether his circumstances are peculiar and owing to the peculiar circum.-
stances, he has made an unduly low profit. That is 8 difficult question of 
fact, and on that there is a right of "appeal to the Board of Referees. 
Similarly, on the question of dividing the profits and capital under clause 
S. where parts of business have been transferred, there again there 16 a 
right of appeal to the Board of Referees." I suggest, therefore, that the 
rights of appeal which have been given on points of law are. adequately 
dealt with in the Bill and that the rights of appeal on questions of fact 
are also properly dealt with, and' any extension given to the High Court's 
jurisdiction on matters of detail affecting questions of fact would clufter 
up the administration in quite an unwarranted manner, Sir. I oppose. 

Xr. L&lchand Havalral: Sir, I support this amendment. An appeal 
lies from the Assistant Commissioner to an appellate Assistant ~ 

~l  and now what is asked for is 8 right of second appeal. It is urged 
on the other side that the car;le can be submitted to the High Court as 
u.nder the Income-tax Act. But questionR of fact also arise and. why 
should not there be a second appeal to the High Court from the decision Of 
the appellate Assistant Commissioner? It is said' that under the Income-
tax Act a tribunal must be set up. In that . case I submit that ~ l then 
these decisions against which appeal!! . would otherwise go to the High 
Court may, in the meantime, go to the High Court. Why should the 
people suffer during these months? Another suggestion that I make is 
that. decisions in which appeals may be made may be kept pending until 
this tribunal is set up and considered by them. The acceptance of this 
.suggestion will give the relief which is asked for in ~ amendment. 

Mr. Pruident (Tbe Honourable Sir Abdur Rahim): The question is: 
"That after sub·clause (I) of clauae 18 of the Bill the following new sub·clauR/! be 

:inlflrted and the 8ubsequent Bub·clalm! be re-nUDlbered accordingly. 

'(3; Any ppr80n ~ ~  ~ decision of the ~~~  may appeal to 
the High Court Wlthm thIrty days of luch declllon. 

The motion wss negatived . 

.;. Prelident (The Honourable Sir Abdur Rahim): The question is: 
"That clause 18 Btand part of the Bill." 

The motion was adopted. 

I~  18 was added to the Bill. 

lIIr. President (The Honourable Sir Abdur Rahim): The question is: 
"That claU88 19 stand part of the Bill," 

JIr. B. P. OhamberB: Sir, I move: 
"That in sub-cIaue (I) of clause 19 of the Bill. for the word. 'any penon Illade 

liable under t.bia Act for the paymeut of exceu profits tax, or any EXCe8! Profits Tax 
o()Iloer' the worde 'any E:ueaa Profits Tax Officer or any persou in reRp"ct of ,,,h_ 
tlam-an order under MctioD 14 hu beml palllHld' be substituted, and after the warda 

~  Allietant CommiBaioner' the worde 'underlldion' 16 ... ~  17' be 
iDeerttld." 
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The object of this amendment is to make it possible for the aeseasee to 

appeal even where there is no excess profits tax payable. The Bill p!O--
vides for the computation of deficiencies, and, as originally worded, only" 
the person made liable for the payment of excess profits tax had the right: 
of appeal. This has new been amended, 80 that in all cases there is • 
right of appeal. It is merely a drafting point. 

Sir, I move. 

Kr. PnaId. .. , (The Honourable Sir Abdur Rahim): The question it: 
"That in sub·claus8 (I) of cla.use 19 of the Bill, for the words 'any person made-

liable und81' this Act for the pa.yment of excess profits tax, or any Excess Pro&.ts Tu 
Ufficer' the words 'any Excess Profits Tax Officer or any person in respect of whole-
bUBiness a.n order under section 14 has been palB8d' be substltuted, and a.fter the worda-
'Appellate ASlista.nt Commissioner' the words 'under section 16 or flection 17' he-
inserted ... 

The motion was adopted. 

Kr. PreIldent (The Honourable Sir Abdur Rahim): The question is: 
"Tha.t cla.uee 19, &s amended, .ta.nd part of the Bill." 

The motion was adopted. 
ClauSe 19, as amended, was added to the Bill. 
Clauses 20 to 25 were added to the Bill. 

1Ir. Preald .. , (The Honourable Sir Abdur Rahim): The question is' 
"That clause 26 stand part of the Bill." 

Kr. S. P. Chambers: Sir, I move: 
"That in tbe proviso to sub-clause (1) of clause 26 of the Bill, before the word .. 

'the capital' the worns 'the average amount of' be inserted." 

This is a small drafting point which is inserted for clarification only. 
Sir, I move. 

Kr. Prealdent (The Honourable Sir Abdur Rahim): The question is: 
"Tha.t in the proviso to() sub-clause (1) of clause 26 of the Bill, before the ~  .. 

'the capital' the words 'the average amount of' be inserted." 
The motion was adopted. 

Babu Baijnath Bajona: Sir, I move: 
"That in part (a) of Bub-clauRe (S) of clause 26 of the Bill, for the word a.nd· 

figures 'December, 1938' the word a.nd figurel 'September, 1.937' be snbstituted.·, 

Under part (a) special relief is given where a new business is started 
after 1st December, 1938. It is a very recent date and very few com-
panies or business can take advantage of this provision. I should like this 
date to be altered to September. 1987, so that companies which started. 
business two years before the chargeable accounting period under this Act 
begins will set special relief. 
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This clause No. 26 has often been referred to by Mr. Chambers as 
providing a cure for all diseases and hardships in respect of this Bill. I 
hope and trust that hard cases will not have hard luck when they come 
up to the Central Board of Revenue. I wish the Honourable the FiD8D.ce 
Member to tell me whether it will be for the assessee to go up to the 
heights of Simla or come up here in Delhi for each and every relief and to 
employ highly paid advocates and lawyers to represent their ease; or 
whether in cases of hardship the Excess Profits Tax Offioer or the 
inspecting Assistant Commissioner will themselves take up the case to the 
Central Board of Revenue for relief under this clause, and as regards 
these new businesses I would like the date to be changed from 1st Decem-
ber, 1938 to 1st September, 1937. This is a modest amendmont and I 
think the ~  will see their way to accept it. 

Mr. President (The Honourable Sir Abdur Rahim): Amendment moved: 
"That in part (a) of sub-clause (S) of clause 26 ilf the Bill, for the word and 

figures 'December, 1938' the word and figures • September, 1937' be substituted." 

Mr. S. P. Ohambers: Sir, this sub-clauss gives power to the Gentral 
Board of Revenue to give relief in certain special circumstances. The ob-
ject of putting in a date there was to give relief to those new businesses-
run more by partnership and individuals than by a company-where the 
business having been started quite recently the amount of capital employed 
.owing to the nature of the busineslil is very small, and, therefore, a percent-
1I.ge on capital might be a quite ridiculous standard profit. Let me t.Bke 
the example of a broker in a jute exchange or produce exchange or aome-
thing of that kind. In this case, the amount of capital is small in rela-
tion to the total volume of the business; and having started after a date 
'When they have any access to' a stsndard period, they have to take a 
percentage on capital which would be quite unfair. In putting in the date 
1st December, 1938 what was in mind was that there was a period of at 
least nine months ~  that date and the 1st September, 19SQ, and it 
was thought at that time that there would be in those cases an available 
s1Iandard period. But it has since been pointed out that the last standard 
period available must under clause 6, as it now stands, end not later than 
the 31st March, 1939, and not on the 1st September, 1939. For this 
reason, the date, the 1st day of December, 1938, should, therefore, go back, 
at least as far back as July, 1938, so that there is at least nine. ~  of 
available standard period. To go back beyond that would be gIvmg extra 
relief in cases where, although special ~  were present, there 
are available standard periods, and, therefore, the ordmary ~  of appeal 
against the profits of a standard period would be more appropnate. 'W hat 
I would like to suggest therefore is that l~ ~ we are ~  to acoept 
the uate suggested by my Honourable friend, If he could, WIth the per-
mission of the House, Bubstitute for his date, the date 1st day of July, 1938, 
we could aocept that amendment. May I ask ~  Honourable Member 
whether he will be prepared to accept that suggestIOn? 

Babu B&ljuU1 Bajori&: I am prepared to accept that suggestion. Sir. 
may I substitute the words "lst July, 1988" for "September, 1987"? 

Mr. Pnlident (The Honourable Sir· Abdur Rahim): The amendment 
has to be withdrawn and a fresh amendment moved_ 



11574 LBGISLA.!'IVE ASSBoMBLY [19TH MAR. 19400 

BAbu B&ijnat.h B&joria: All right, Sir. I beg leave of the House to 
withdraw my amendment. 

1Ir. President; (The Honourable Sir A,bdur RabUn): Has the lionourable-
Member the leave of the House to withdraw his amendment? 

Several HOJlOIU&ble Members: Yes, yes. 
The amendment was, by leave of the Assembly, withdrawn. 

Babu Baijnath B&joria: Sir, I move: 
"That in part (a) of sub-clause (S) of clause 26 of the Bill, for the word ana. 

figureB 'December, 1938' the word and figures 'July, 1938' be Bub8tituted." 

Mr. President (The Honourable Sir Abdur Rahim): The question is: 
"That in part (a) of sub-clause (S) of clause 26 of the Bill, for the word anm 

Iprea 'December, 1938' the word and figures 'July, 1938' be 8ubstituted." 

The motion was adopted. 

Sardar Bant; Bingh: Sir, I move 
"That after part (b) of sub-clause (S) of clause 26 of the Bill, the following be-

iDaerted: 
'(c) that the business is of a pioneer nature, that iB to say, is concerned with an: 

industrial procesB or a form of manufacture or production not undertaKen. 
in British India before the 1st day of April, 1932, and has not been in 
6lI:istenoe long enough to have paid income-tax for the previous year as 
determined for the purpose of the mcome-tRx assessment for rhe year 
beginning on the 1st day of April, 1937'." ' 

In commending this amendment to the Government for acceptance, I 
want the Central Board of Revenue, when considering other suggestions 
where the relief is not fUll in accordance with the other provision of the 
Act, InBy be pleased to consider the case of the nascent industries ,3lso. 
The importance of this has been emphasised in the various speeches, and I 
need not repeat the same arguments over again. I think the Honourable 
the Fin,ance Member is fUlly aware of the anxiety of the small ~ 
to be protected from the Excess Profits Tax, but what I want is whether 
the income-tax year 1937-38 is to be included with regard to this consi-
deration and also whether the profits made in the year 1938-39 or after are 
entitled to claim for relief. Under the circumstances, if my ~ 
is accepted . • • • • 

,Sir H. P. ModJ: Do not raise too many hares. 

Sardar Bant; SlDgh: All right, Sir. 
move my amendment. 

Without raising any other pointa, I , 

1Ir. Prelident (The Honourable Sir Abdur Rahim): Amendment movecl: 
"That aftsr part (b) of lIub-clauae (S) of clause 26 of the Bill, the following be 

inHrt.ed : 
'(c) that the busineBB is of a pioneer nature, that is to Bay, 'iB concerned with an 

industrial process or a form of manufacture or production not ~  
in British India before the let day of April, 1932, aud has not been in 
existence long enough to have paid income-tax for the pI'f'vious year as 
determinl'd for the purpose of the income-tax asse8llment for the YP80r 
heginning on the 1st day of April, 1937'... . 
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. The Honourable ~  Jeremy Ba4sm&D: Sir, I am glad my Honourable-
frIend has brought thIS amendment forward, and I have pleasure in accept-
ing it. I think that it will be a considerable improvement on the clause 26 
8S it already stands and will afford a channel for a very desirable form of 
relief. . 

Mr. President (The Honourable Sir Abdur Rahim): The question is: 
• "That after part (b) of spb-clause (e) of clau8e 26 of the Bill, the following be-
Inserted: 

'(c) ~  the .business is of a pioneer nature, that is to say, is COIIcenaed with _ 
~ ~ ~ l ~  or a form of manufacture or pi"Oduction not undertaken 
In . BntlBh India before the lit day of April, 1932, and ha. not been in 

1 ~ long enough to have paid income-tax for the previous year u 
~  for the pUrpose of the income· tax asseBBment for the year 

beglDDlng on the 1st day of April, 1937'." 
The motion was adopted. 

Sard&r Sant Singh: Sir, I move: 
"That in sub-clause (3) of claUll(O 26 of the Bill, for the WOI'd 'either' the word 'any· 

be lubltituted." 

Sir.· my proposal is that the word 'either' is not applicable and the 
word 'sny' is the proper word a:nd it will be applicable. 

Mr. PreIldent (The Honourable Sir Abdur Rahim): Amendment moved=-
. "That in 8ub-clause (3) of clause 26 of the Bill, for the word 'either' the word 'any'· 

be substituted." 

Mr. S. P. Ohamberl: We have no objection to accepting this amend-
ment. 

Mr. President (The Honourable Sir Abdur Rahim): The question is: 
"That in sub-clause (3) of clause 26 of the Bill, for the word 'either' the word 'any" 

be sub8tituted." 

The motion was adopted. 
• 

Sir Abdul HaUm Ghumavi (Dacca cum Mymensingh: Muhammadan 
Rural): Sir, I move: 

"That in part (a' of sub-clanae (3) of clause 26 of the Bill, after the words 'or 
repairs: the words 'or replacement of original _t' be m.erted." . 

Sir, the shipping ~  is in ita infancy in India. and this amend-
ment is very important so far as the' shipping industry is concerned. The 
sub-clause in question provides for allowances in cases where, owing to 
postponement or suspension or renewals or repairs on account of reasons 
connected with the war, the basis of computation of profits provided in the 
Schedule is negligible. Let us take an ll ~. There may be occasions 
when the whole asset may be lost on account of the war, and the loss of a 
ship is an instance in point. The benefit of the allowance would justifi-
ably, therefore, be extended to replacement of the original asset which 
has also to be postponed on account of the war. In the Finance Act, No. II 
of 1939. the Report of the Joint Taxation Committee of the Chamber of 
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ijhip'ping and the Liverpool Steamship Owners' Association mention this. 
It isvl:lry important, and I should l;ike to place a portion of what they say 
.before the' House. They say: 

"Temporary investments from proceeds of sales or losses and of accumulation of 
'reserves for annual wear and tear should be treated as capital employed in the buaia8ll, 
as far as the proceeds from sales or 108ses are concerned, if the investments are applied 
.to the plll"chase of new tonnage within a period of say 6 years. In the administration 
of the old Excess Profits Duty the practice was to a'low the invested proceeds at 
capital employed in the business, subject to proof of subsequent utilisation of the 
i,uvlltJpents within a reasonable period- intha business. It is important that shipping 
should Becure that similar treatment will -be accorded for Excel!.l Profits Tax and if lID 
.assurance to this effect is not obtained, amendiog legislation Should be pressed for." 

Sir, I move. 

Mr. Prllldent (The Honourable Sir Abdur Rahim): Amendment moved: 
"That in part (a) of sub·clause (3) of clause 26 of the Bill, after the words 'or 

-repairs' the words 'or replacement of original asset' be inserted," 

a .•. P. OIIImben: Sir, I think this amendment has been tabled on a 
.. complete misapprehension of the position. I am aware that a similar 
:representation ~ been made in the Unite!i K,ingdom, anCj. in the law of 
the United Kingdom a provision of this kU,1d .wo¢d be a reasonable provi-
sion and would be necessary, if the conditions are as stated by my Honour-
able friend, but in India we ~ a much more l~ l  allOWIjoI).C£l . .iIl respect 
of replacement, of assets. In the United Kingdom, if an asset has become 
obsolete or has been lost and subsequently replaced. Rnd the amount I)f 
loss is an allowable deduction, then there is an overriding condition laid 
·clown in Schedule D of the United Kingdom Income-tax Act of 1918 saying 
'1ihat no allowance shall be given unless and until the asset is replaced. 
'That, however, is not the law in India. The allowance can be given if it is 
.due, whether or not it is replaced. Therefore, the postponement of re-
placement of the assets in the event of being lost does not ,in' '8.ny "way 
·affect the allowability or otherwise of the deduction claimed. For these 
-reasons, the amendment is unnecessary, and I oppose it. 

Mr. PreBldent (The Honourable Sir Abdur Rahim): The question is: 
"That in part (a) of ~ l  (3) of clause 26 of the Bill, after the wor.dr -# 

.repairs' the words 'or replacement of origiual &8set' be inserted." 

The motion was negatived. 

Dr. Sir ZlaudcUn Ahmad: Sir, I beg to move: 
"That to part (b) of Bub-clause (.,) of clause 26 of the Bill the word 'or' be 

:added at the end, and after the part, as 80 amended, the follolt'ing new part be 
jn&erted : 

• (c) difficulties in bringing into British India income arising outside British 
India where the country in which the income accrued prohibit, or restri.·u 
by its laws the remittance of money to British India, and 1088 in the 
remittance to British India of sneh income hE'cause of flnrtuations In the 
rate of E'llchange between that country and British India,,;'." 

Sir, WE' had more than a dozen speeches on this particular topic for a 
lon(!' timE'. Some of my friends wantea to give certain facilities to those 
-people t.rading in foreign countries where restrictions exist about· taking 
money out of the country. It was also pointed om fDRt there were certain 



exchange difficulties. ,Suppose we charge the Excess' ProfitS, Tax 111' a 
purticular year at a given rate of exchange and t,he money is not ~ 
~ this country but it is brought ,at a later ~ when the rate of exchunge 
IS altered, and on account of thIS fi,uctuatlOn 111 We rate of exchange the 
amount of profit wii1 be seriously affected. Therefore, some of TJ!y lrielltllJ 
wanted to have some kind of provision to help such traders abroad. But 
my difficulty is this, if you have this facility, then more ltermans 14nd 
Russians will come in than 1:J1e Allies; the other difficulty was that the 
Indian States not being within British India will come under that clause. 
In this particular case J, give power to the Oentl'al Board of Revenue to 
consider such cases and remove the hardships if an1, so that the Centrul 
Board of Revenue \\.l..i.l be able to distinguish between genuine cases in 
which difficulties have aria,en, from those of a purely trIvial nature. I 
think my friends, Messrs. Nauman and Lal$and Navairai, pressed t.heir 
case in season and out of season more often than I pressed the case of 
excess profit of iron and steel, but I think the rIght place to give theTJ! : 
l'elief is this particular amendment, though I have not found out a right 
place as yet for iron and steel. Perhaps, somebody may help in WI 
particular matter. We all desire that some relief may be given in genuine 
cases and the Central Board of Revenue is the best authority where thi!l 
relief can be given. They will examine each case and if they are satisfied 
that the case is a genuine one, they will give relief according to ~ 

Ill. President (The Honourable Sir Abdur Rahim): Amendment moved: 
"That. to part (b) of sub· clause (S) of clause 26 of the Bill the word 'or' .be> 

added at the end, and after the part, as 80 amended, the faUowin, new part. 1M! 
inserted: 

'(c) difticultiel in bringing inLo British India income ariein,. ~  ~  
India where the country in which the lIIcome. ~  prohlbi .. or ~ .  
by itl laws the remittance of money to Brlt18h IndIa, and ~ .. ~  the 
remittance to British India of luch Income because of fluctuatlODI tD the 
rate of exchange between that country and British India ;'." 

The Honourable Sir Jeremy Railman: I accept this amendment • 
• 

Mr. PreSident (The Honourable Sir Abdur Rahim): The question is: 
"That 

added at 
inserted: 

'(c) 

to part (b) of sub.clause (.1) of clause 26 of the Bill the word 'or' be 
the end, and after the part, a8 10 amended, the following new part be 

difficulties in bringing into Britiah India inoODle ariling. ~ ... ~ 1 
India where t.he country in which the income. ~  prohibits or ~ ll 
by its laws the remittance of money to BritIsh IndIa, and ~ ll I.n lh. 
remittance to British India of such IDcome because of fiuctuatioDi In the 
I'ate of exchange betwecn that country and British India;'." 

The motion was adopted. 

Mr. President (The Honourable Sir Ahdur Ruhim): The question .~ 

"That clause 26, as amended, stand part of th .. DilL" 

The motion was adopted. 
Clause 26, as amended, was added t.o the Bill. 

Mr. Pre81dent (The Honourable Sir Abdur Rahim): The question il: 
"That clause 'Z1 8tand part of the Bill." • 
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DJ. Sir ZJauddin .Ahmad: Sir, I move: 
"That to sub·clause (1) of clause Z1 of the Bill the following proviEo ~ added: 

'Provided that a copy of these rules is deposited ill the Library of the House'." 

1Ir. President (The Honourable Sir Abdur Rahim): Amendment 
moved: 

"That to .. ub-clauae (1) of clause Z1 of the Bill the following proviso' be added: 

'Provided that a copy of these rules is deposited iu the Library of the Hou!e'." 

1Ir. S. P. Chamberl: The rules in question are rules which, under the 
law, as framed, will be published, and us they have to be published, there 
is no use in providing specially in the Bill itself that copies should be 
deposited in the Library of the House. They have to be published 'for' 
criticism. . 

Dr. air ZlauddiD. Ahmad: I beg leave of the House to withdra)" the 
amendment"!. 

The amendment was, by leave of the Assembly, withdrawn. 

1Ir. Prealdent (The Honourable Sir Abdur Rahim): The question is: 
"That clause Z1 stand part of the Bill." 

The motion was adopted. 
Clause 27 was added to the Bill. 

lIr. Pra8ident (The Honourable Sir Abdur Rahim): The question is: 
"Thut Schedule 1 stand part of the Bill." 

1Ir. S. P. Ohambers: I move: 
"That in Rule 1 of Schedule J to the Bill, the \VOl'ds lor would bl' so computed if 

income-tax. were chargeable 011 those. profits' be omitted." 

The object of the words that were originally there ~  to make sure 
that, even if the income-tax was not chargeable, the profits should be 
properly computed for excess profits tux, but since a new rule has· been 
inserted which is now rule 2, these words are unnecessary, and, therefore, 
as RI consequential amendment, I move that they be deleted'. 

1Ir. PreSident (The Honourable Sir Abdur Rahim): The question is: 
"That in Rule 1 of Schedule I to thp Bill, the words '01' would be so computed if 

iucome-tax were chargeable on those profits' hE' omitted." 

'rhe motion was adopted. 

1Ir. Lalchand Kava.lral: I move: 
"That to Rule 1 of Schedu'le I to the Dill, the following further provioo be added: 

'Provided further that in computation of profits accruing or arising without 
British India, the standard profits and the profits of the chargeahle 
accounting period may at the option of the person carryillil ~  the 
business he computed at tne rate of exchange appropriate. to the standard 
profit or the chargeable accounting period'." 



THE EXCESS PROFTTS TAX BILL 

.~  ~ l  makes l~  for the ~  of profits for the pUl'pose 
,1£ Excess I rofits Tax. This amendment which relates to traders whose 
profits arise without British India-the question is with respect to the 
exchanges. The exchange rate may be one appropriate to the standard 
plofit, ~ at the time ?f the chargeable accounting period the exchange 
may be different, and this amendment asks that an option ~l  be,.given 
to that person to choose the exchlmge at which his profits should be 
computed. The option should be either the rate of exchange at the time 
of ~  standard profit or the rate at the time of the chargeable accounting 
penod. As regards amendment No. 117 it was left to the discretion of t.he 

, Central Board of Revenue, and I submit that in this case alsQ a provision 
be made that the Central Board of Revenue or the income,tax officer should 
give the option to the person to have his profits determined according to 
ont! or the other rat.e of exchange. Many difficulties arise in considering 
the rates of exchange, and people who are there will know exactly what the 
exchange there was at a particular time which may not be known' to the 
Government here, and if the Government say that there is no such provi. 
sion to give an option the man suffers. Therefore, I submit that {.his 
amendment should be accepted. but if the Honourable Member is not in 
n mood to do' so, if he can give an assurance that this will also be consi· 
dered bv the Central Board of Revenue-if an assurance to that effect is 
giYen, then I may ask for leave to withdraw the amendment. But I want 
an .assurance that the question of option will be considered by the Central 
Board of Revenuc with regard to these exchanges. 

Under clause 26 even this point can be considered by the Centrn.J 
Board of Revenue. Either this amendment may be accellted by the Honse 
f'r an assurance to that effect may be given. That would also be sufficient. 
Sir. I move. 

Mr. Preatdent (The Honourable Sir Abdur Rahim): Amendment 
moved: 

"That to Rule 1 of Schedule I to the Bill, the following further proviso be added : 
'Provided further that in compntation of profits accr1ling or arising with!lut 

British India, the standard profits anti the profits of the chargeable 
~ period may at. t,}. .. option of the pe1'l!0n ~ on. tI,e 

busineas be computed 'at the rAte of exchancre appropriate to the stabdari 
profit orothe chargeable . l l~ pet·iod'." 

lIro S. P. Ohambers: Sir, I oppose this amendment. Re:ief has already 
been ~  by the acceptance of amendment No. 117 and 1Ihe effect of the 
relief which will be given under that sub-clanse is this. that where any 
exchange loss was incurred during the charge8"ble accmmting period, or 
,,;here. owing to difficulties in bringing' in the profits iT! that period. ·the 
profits could only be brought in at a later date and wt're then brought in 
when the exchange was less favourable. in all thpse circumstances the 
exchange loss will be allowed in the chargeable IIcconnting period. There. 
fore, as far as I can '!f\ther, all possible ~  have h'!cn provided for. bnt 
this amendment goes further and suggests that the assessee should ~ 
t.he best of both worlds. He should be able to go back t.o the standard 
period and have his profits in the chargeable_accounting period computed 
by· reference to a rate of exchange which may haye ·no relation whatever 
to the rates in force during the chargeable accounting period. The rates in 
1935. and 1936. in manv countries in relation to India II"' entirelv different 
')r ~  he entir!'ly ~  from what there are in 1940 or will be ill 
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1941 and to give the assessee an option to choose one or the other seems 
to be quite ~ . We have given them all the relief which (!8n 
reasonably be asked for in No. 117. t:;ir, I oppose the ap!endment. 

Kr.ltreItdent (The Honourable Sir Abdur Rahim): The question is: 
"That to Rule 1 of Schedule.I to the Bill, the following further proviso beadd.ld : 

'Provided further that in computation of profits acoruing or arising Without. 
British India, the standard profits aud the profits of the. charge:lLle 
accounting period rna)' at the option of the person cp.rrying on ~  
busineBB be computed at the tate of exchange appropriate to the Btandal'd 
profit or the chargeable accounting period'." 

'l'be motion was negatived. 

Kr. B1IIeIlbhal Abdullabhai Laliee: Sir, I move: 
"That to Rule 1 of Schedule I to the Bill, the following further proviso be 

added: 
'Provided further that in the computation of the profits of the chargeable 

accounting period· the profits arIsing out of exchauge and currency fluctlla-
tions shall be excluded for the purposes of this Act'." 

Sir, ip. the previous motion that was moved, option was asked for the 
assessee 80 that he Clln adjust his profits Ilnd loss accordingte the condition 
'(\i the market. As the man will make losses owing to war circumstances, 
why should he not make a profit if luckily. he gets it. '.rhe object of t,he 
Aot ,is jf the ,pJ'Pfitsarise out of business then the Government can legiti-
mately tax it but if .the business was·of a special kind, then the currency 
and exchange profit should not be taxed. In view of the fact that 'the 
Government have accepted Amendment No. 117, the Central Board of 
~  can very well consider this aspect of the question ~  try to meet 

. those persons who make profit not out of actual business. A grea.t stress 
lIas been laid with regard to the business and not any extraneous matter. 
In fact even the partners are not considered. That is the very element .)f 
the oonstitution of the firm is not considered. The business is only 
cODBidered. I say that if the business was of exchange, certainly profit 
~~ loss of the exchange may be charged but if the profit is not as a result 

of the actual exchange business of the finn, in all ~  the Centrf(-l 
Board ought to take that into consideration. With theile words I ·move 
my amendment. 

Kr. l~  (The Honourlloble Sir Abdur Rahim): A.m,endment moyed: 
"That to Rule 1 of Schedule I to the Bill, the fallowing further pl"Oviao be 

... dded' : 
'Provided further that in the computation of the profits of the chargeable 

accounting period the profits arising out of exchange and currency fluctua-
tions shall be excluded for the purposes of this Act' ... 

.,. S. P. ~  Sir, there is a,little more in this amendment than 
may ~  first sight! There .re ~  exchange profits which are 
~  liable to income-tax. Where an asseSsee remits capital sums and 
Where that results in a profit th.at profit may nonnally not be liable to 
income-tax. If he is. not liable. to· income-tax, he will not be liable to 
e'Xcess profits tax unless there is ,a specific provision in the Bill to make' it 

.I'Q Jillble, My Hon9urnble friend said that if profits !!rrE} .l~ ~ ~  de:! 
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not arise out of the actual transactions of busi"ness they should not be 
I!harged to excess profits tax. If I understood him correctly, he also suid 
~ . as these were not chargelible to income-tax they should not be cburge-
aWe to excess profits. The answer is that if they are purt of the ordinury 
trading profits and are liable to income-tax, there is no renson why they 
should not be liable to excess profits tax because corresponding losses art) 
allowable both in the income-tax assessment and in the excess profits tax 
assessment. If they are not liable to· income-tax, they are also not liable 

. to. excess profits tax. l.'herefore, no amendment of "this kind is necessury. 
1 oppose the amendment. 

JIr. Prealden' (The H;onou.rable Sir Abdur Rahim): The question is: 
"That. to Rule 1 of Sl'hedule I to the Bill, the following furtherprovUo be 

added: 
'Provided further t.hat. in the COIQPutation of the profits I . .~ chargeAble 

accounting period t.he profits arising out of I!l[challgc and currency fluctua· 
tions shall be excluded for the purposes of this Act' ... 

The motion was negatived. 

RF:PORT OF THE COMMITTEE ON CONVEYANCE ALLOWANCES 
ADMISSIBLE TO MEMBERS OF THE lNDIAN I.EGIS-
LATURE. 

The Honourable Sir Muhammad ZafraUIIl &:baD (Leader of the Houie): 
Sir, I beg to present the report* of the Committee appointed in pursuance of 
the Resolution adopted by the Legislative Assembly on the 12th ~ ~  
1940, to consider the quest jon of conveyance allowances admissible to 
~  of the Indian Legislature. 
The Assembly then adjourned till Elev.en ot the Clock on WedDesday, 

thl! 20th March, 1940 . .... :" 
"Printed as an appendix to thest> debate., l1ide pages 1582-84. 



[19'.rB MAll. 1940 

• APPENDIX. 

BefHlrl of Me Oommittee l I ~  in pur.ullnce· of tAe Be.oluti07l adopted by tA!l 
'. ,Lfgiilativ' A __ lIly on the l'tit. Jt'ebnuJTY, 1 ~  to cOMiIler till!. q_elltl01lo 0/ 

convellq.nt;e aUolliancea Cittml8.ible to Member, 01 tAe IndiaJI. LegiBlatuTe. 

ll l~  1 ~  1~  the, following Resolution wi.. l ~ ~ U1II L8giB1ati,ve 
~  y'= ' , ' -
. ~ Assemllly recommends to the Governor General in COUDcil to amend. the rule. 

goTel"rllug the grant of travelling and' other allowances to Members of the IiHhan Lel{lr 
lature so ae-- ' '" ' , 'i" 

(1) to abolish ~  right. to draw free haulage, 9f '" ~ . car I . ~ and 
two horseti' -from I 'the statIOn' nearest to the V'8mber's omclal hesdq'D'lr'rt.l!rs ;;r I>ther 
place of .residence to New Delhi ,and ~ and ~  addition,. a petrol ~ ~  ¥1o'Rance 
'at" the rats of Rs. 75' per mensem for the perIod for whIch a Member IS entitled to 
draw daily allowance with the result of leaving all Members to draw the conveYlUlce 
allowanoe now 'admilBible to a Member who does not bring a conveyance for' his own 
use ';alld ' , 

(2) to confine the righi" tl, 't'he enhanced conveyance allowance of Rs. 5 per diolm, 
now admissible to any Member who resides outside New Delhi, to such Membl'r8 
l'cHiding outside New Delhi as have applied for and failed to obtain Government 
accommodation in New Delhi". 

_ As th.e result of an amlll1dment moved by \lr. Boyle, the following Resolution was 
Mdo'pt;e'd:- ' 

"This ~ l  recommends to the ~ General in Council to appoint a 
Committee representative of all parties in both Chambers to consider the necessity or 
(·therwise of ~  the !ulesg9ve!D!:ng the gran,t". of conveyance allowan.l:les to 
Members of the Irrchan Legiltattilll\. _ _ - r 

2. We,' the undersigned menihers of' the Committee appointed in pursuance of thIS 
.~l  ,have diacuaaed' the question .t the 'allowaDCes ,of ,Members of the Indian 

Legislabure .in all it,s aspects but we have confined our practical conclusions to the 
'two questions raised by the original Resolution moved on behalf of Government and 
reproduced in paragraph 1 of this Report. on ~ first: Of those questions the majority 
of _ us feel tJ;aat, if ~ ~ haulage I ~ . were ,abolished, the ll ~  admissible 
to Membeta should, 1D faIrness to tbem', be Increased to an extent ~  would mure 
than counter· balance the saving to public revenues accruing from the abolition' of -the 
haulage concession. We, therefore recommend' that the haulage concession be retllined 
11.5 it stands. We feel, however, that the question would merit further consideration 
if arrangements could be made with a contractor for the supply of hired cars for the 
\vhole-time service of Members at more economical rates than now prevail and \\'e 
recommend an examination of the possibility of such arrangements. 

3 on the second question, we considered an alternative to the proposal embodied 
in the Reo50lution moved on behalf of Government, namely, that, in view of the fact 
that living in Old Delhi is generally speaking less expensive than living in New Delhi, 
t-he extra concessions admissible to Members living in Oht Delhi should be wholly 
abolished. We were, however, unable to agree to the adoption of this altt>mative and 
we have decided to recommend the adoptic.n of the proposal embodied ill the origmal 
Resolution, namely _ that the right to the enhanced conveyance allowan,,1' should he 
('onfined to such Members residing outside New Delhi as have applied fur Rnd fail >d 
tt: obtain Government accommodation in New Delhi. • 

ZAFRULLA KHAN. 
M. MUAZZAM. 
F. E. JAMES. 
*M. A. GHANI. 
*SANT SINGH. 
S. N. MAHTHA. 
M. S. A. HYDARI. 
n. IMAM. 
K. GOVINDACHARI, 

*I:lubjec! to a ~. 



NOTE. 
We think that the present rules governing the grant of travelling and othor 

ll ~. to ~  .of the Indian Legislatures contain some anomalies -and .. hert'-
~  ~  ~ l . We were glad therefore,. when Government came forwnl'd 
WIth their Resolution to amend those rules. The Committee of both Councils of 
J.egialatures was. appointed and held sitting on 17th of March last. We regret to day 
that fnller details were not made available to the Committee to deliberate on all 
aspects of this important question. We therefore suggested that this ocmmittee should 
(.'OutiDue to function and should be asked to further investigate into the matter. 
We,. ~  take this opportunity to .record ollr vieYo' on the matter of allowaUCDS 

for use m any future enquiries on the subjects. We submit that the line of approach 
to the question should be such as to facilitate the work of the Legislatora by providiug 
necell8&1'y conveniences consistent with the dignity al!d status befitting the poaitiun of 
Members of the Central Legislatures. The object of allowance is obviously to 
indemnify the Membera for any expenditure that they may incur 00 travel from agd 
to their headquarters and for maintaining an additional establishment in Delhi. .I!"'or 
this purpose the Government has built good and dtlcel;tt quartera for the Members in 
New Delhi and" permits free haulage of motor cars from the station nearest to te.e 
Member's official headquarters to New Delhi and back. In addition to free l ~ 

CIiJlveyance allowance at the rate of Rs. 75 p. m. is admiBBible to Members liviug 
in Old Delhi. The present motion was to abolish free haulage and the right to 
enhanced conveyance allowance of RH. 5 per diem now admissible to any Member who 
reeides outside New Delhi. We agree that now that the facilities for residence in 
New Delhi have considerably increased and the new quarters have been built by the 
Government at a great expense the distinction between the residence in New Delhi 
~ l  Old Delhi should be done away with. As a matter of fact the rules should be 
lor Members to reside in quarters built bl the Government. It is only in sueb ctlsel 
&3 where such accommodation is not avaIlable for Members for their reliden<18 that 
exception should be made. There are at present 141 Members in the Legislative 
Auembly of which 21 are Ofticials and 58 Members in the Council of State of which 
13 are Officials. The accommodation thus necessary for Members of Central Legil-
lature is about 168. If we include some of the Ofticial Members who require residence 
&6 well the accommodation for about 180 will be necessary. The quarters now avail-
able in Delhi do provide snch accommodation either in orthodox bungalows or in 
Western Court. Therefore, there does not seem to be any reason why the Memban 
should ordinarily live outside such accommodation. But we do not recommend the 
hard mIe compelling evel1, Member to live in such quarters. We will recommend tnat 
discretion should vest With the President of respective Houses to grant perm;nion 
under special circumstances to a Member to live in any other place which is leither 
his residence nor the G'overnment quarters. 

As regards the haulage of motor cars total cost of the Government is estimated 
ta be I!-bout. 65 thousand rUpP.f!8 per annum. In addition to it the Governmer.t incurs 
somethlDg lIke .80 thousand rupees in the Ihape of conveyance allowance to Memb:cl•• 
\\oho do not brlDg their cars with them. Thus the total amount comes to som"thmg 
like 1 lakh 45 thousand rupees. We will, therefore, suggest that if a flat rllte of 
ISO rupees per Member be lanctioned for conveyance allowances in Ddhi and nllulage 
is stopped the total cost will come to about 30 thousand rupees a month. Taking botl, 
the Se8sions to extend over a period of 3! months the total cost will be about a l&k h 
of rupees. Thus the saving to the Government will be 45 thousand rupees annually, 
ISO rupees a month in Delhi would enable the Members to hire a decent car and tho 
Committee has suggested that the Labour Department should investigate into the 
'Iueation of hiring the cars for the use of Members during the Session of the ~  
Hbuses. yvp take this opportunity to draw the ~ attentioll of the ~lI  
to the high rents charged for quarters in New DelhI. The general rule governmg 
the rents of such quarters is that certain percentage of the cosl, pnce of a quan:er or 
10 per cent. of the salary of the occupier whichever is less.. Thus the l ~ 
amount chargeable is 10 per cent. lIf the salary of t.he occupier. In luch III C'ase It 
can safely be presumed that all Government quarters are not fetching that much rent 
which its cost probably warrants. Therefore if the MembF.Ts demand that ~  relit 
charged for these quarters shonld not exceed 10 per cent. of the allowances ~I  sre 
pligible to a Member; this demand is very reasonable and Inould be conceded In order 
to further persuade the Members to occupy these quarters. We therefore recom· 
mend: 

Ca) That the free hanlage of motor carl he .toPlX'd. 
(b) That a convention, if not a mIe, be establilhed in preBBing the deairability 

on the Members to live in accommodation provided by tile ~. 
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(c) That a flat rate of Ra. 150 a mo'ntb for the period during which the Central 
Legillature is in semon be sanctioned. 

(d) That the rate of the nilt of GovarnmenL quarters be rednced to 10 per cent. 
of the daily ll .~ ~ l  to' a Member. 

In the end' we will BUggest that: the Government should examine the following two 
qa.tions as well: 

(a" TIlat the Members of the Central Legislature should be paid at. the baBit! 
of' monthly allowances eligible throughout the year as is tbe case in Gl'eat 
Britain regarding t.he Members of Parliament; 

(b) That' instead of allowing 1 Tfii'llt class fares t.o Members from and to their 
headquarters. first clau pliuea for travel in all Railways be granted to 
Members. TheBe paSBeS should be available for a Member for 'lBe in 
their constituency throuldtoat the year in order to enable the Members to 
educate their constituencies in matters relating to their duties as 1egtsla. 
tori whenever the occaaion demandS. 

SANT SINGH. 

M. A. GHANI. 
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