19th March 1940
THE

LEGISLATIVE ASSEMBLY DEBATES

Official Report

Volume IT, 1940

(6th March to 26th March, 1940)

ELEVENTH SESSION

OF THE

FIFTH LEGISLATIVE ASSEMBLY,

PUBLISHED BY THE MANAGER OF PUBLICATIONS, DELHIL
PRINTED BY THE MANAGER, GOVEKNMENT Or INDIA PRESS, SIMLA.
r 1940

7



Legislative Assembly

President :
Tee HonNoUraBLE SIR ABDUR RammM, K.C.S.I.

Deputy President :
Mr. AxHiL CHANDRA DaTTA, M.L.A.

Panel of Chairmen :

Dr. Sir ZiauvppiN Asmap, C.1L.E., M.L.A.

Mr. M. S. ANey, M.L.A.

S Cowassi JEEANGIR, Bart., K.C.ILE, O.B.E.,, M.L.A.
Mr. A. Amkman, CIE. ML.A.

Secretary :

Miaxn MumAMMAD RaFI, BAR.-AT-Law.

Assistants of the Secretary :

Mr. M. N. KauL, Bar.-aT-Law.
Kuan Samms 8. G. HasNaiw.

Marshal :
CapraNy Has1 Sarpar Nur AemMap KHaN, M.C,1.O.M,, T.A.

Committee on Petitions :

Mr. Agmm CeANDRA Datra, M.L.A., Chairman.
Mr. A. Aixman, C.ILE., M.L.A.
SYED GHULAM BHIRK Narrane, M.L.A.

Mr. N. M. Josmi, M.L.A.

SR ABDUL HavLiv Gruznavi, M.L.A.
8



VoLume I1.—6th March to 26th March, 1940.

Paags.
WEDNESDAY, 6TH MaRCH, 1940,—

Member Sworn .

Starred Questions and
wers . .

Unstarred Questlons and
Answers .

Publicity of the Prooeedmgs of
the Meetings of Select Com-
mittees .

The Excess Profits Tax Bl.“—
Presentation of the Report of
the Select Committee .

Messages from the Council of
State .

The Drugs Blll—Extensxon of
the time for the present-
ation of the Report of the
Select Committee .

The Coal Mines Safety (Stow-
ing) Amendment Bill—
Passed .

The Agricultural Produce Cess

- Bill—Referred to the Select
Committee . .992—1025

Frivay, 8TH MARCH, 1940,—

Starred Questions and Ans-
wers . .
Unst&rred Quest.xons and Ans
wers
The General Budget——Lmt of
Demands . . . 1042—86
Demand No. 12—Execut1ve
Council . . . 1043—86
In:iport.mce of lmtmtmg a
ecisive policy of trai
Indians to ulfderta.ken:ll:ﬁ
defence of the Country
and of establishing a
Defence Advisory
Committee . 1043—70
Indianisation of the Ind.lan
Army
Forward Pohcy of the
Government of India in
the North-West Frontier
Province . 1082—86

957, 979

.

) Ans-
957—756
975—179
979
979
980

980—87

987—92

1027—40
1040—42

1071—82

Moxpay, 11TH MARCH, 1940,—

Starred Questions and Answers

Unstarred Question and An-
swer .

Short Notice Questlon and Ans-
wer . . .

Statements laid on the Table
The General Budget—List of
Demands . .
Demand No. l2—Exe(, rtive
Council . .
Forward Pohcy of the
Government of India in
the North-West Frontier
Province . .
Government of India’s
Policy re Recognition of
Unions
War aims of the Brlt.xsh
Government

Turspay, 12tH MaRCH, 1940,—

Starred Questions and Ans-
wers

Unstarred Questlons and Ans-
wers

Publicity of t.he Proeoedmgs of
the Meetings of the Select
Committee

The General Budget—Llst of
Demands—

Demand No. 12 —Executive
Council—

Taxation Policy of Govern-
ment . . .

Grievances of Government
Employees . .

Indifferent Attitude of the
Government towards the
welfare of the Scheduled
Castes .

Demand No. l—Customs

Paaxs,

1087—98
1098

1098—
1100

. 1100—04
. 1104—58
. 1104—58

. 1104—17

1117—20

. 1120—58

. 1169—76
. 1176—83

1183—84

1184—
1249

1184—
1237

1184—
1206

1207—
23

. 1224—36

1237




TuespaY, 121H MARCH, 1940,—

The General Budget—List of
Demands—conid.

Demand No. .2—Central Ex-
cise Duties . . .

Demand No. 3—Taxes on

Income including (}orpo
ration Tax .

" Demand No. 4—S8alt .

Demand No. 6—Opium .

‘Demand No. 6—Provincial
Excise .

Demand No. ":'—Stamps

Demand No. 8—Forest .

Demand No. 9—Irrigation
(including Working Ex-
penses), Navigation, Em-
bankment and Drainage
Works .

Demand No. lO—Indmn
Posts and Telegraphs De-
pa.rtment (including Wonk-
ing Expenses) .

Demand No. 11—Intemt on
Debt and other Obligations
and Reduection or Avoid-
ance of Debt . .

Demand No. 13—Counvcil of
State .

Demand No. lé—Iagm]atlve
Assembly and Legislative
"Asgembly Department

Demand No. 15—Home De-

ent

1)‘3}:1.;';]3:l No. lG——Legmlatave
Department’

" Demand No.
ment of Education, Health
and Lands

Demand No.
Department .

Demand No. lQ——Commema
Department .

Demand No. 20—Depa.rf.-

- ment of Labour .

Demsnd No. 21—Depal'b—
ment of Communications

Demand No. 22—Cential
Board of Revanue

Demand No. 23—Indm
Office and High Commis-
gioner’s -~ Establishment

charges . . . .

iS—Fina.nce

;I.7'—Dapm-' ’

P 1
Toespay, 12rH MaRCH, 1940,—

1237

"1237
1237
1238

1238
1238

1238
1238

1238
1239

1239
1239
1239

1239
1239
1240
1240
1240

1240 |

1240

The General Budget—List of

Demand No. 24—Payments
to-ether Gevernments, De-
partments, etc., on account
of administration of
Agency
management of Treasuries

‘Demand No. 25— Audit .

Demand No. 26— Adminis-
tration of Justice: .

Demand No. 27—Police .

Demand No. 28—Ports and
Pilotage

Demand No. 29—nghthomes
and Lightships

Demand No. 30—Survey of
India .

Demand No. 31—-—Metaomlo-
logy

Demand No. 32——Geologlcal
Survey .

Demand No. 33—B~tnmcal
Survey .

Demand No. 34—Zoologlcal
Survey .

Demand No. 35—Amhﬂology

Demand No. 36—Mines

Demand No. 37—Other Sci-
entific Departments .

Demand No. -38—Education

Demand No. 39—Medical
Services . . . .

Demand No. 40—Public
Health . . .

Demand No. 41—Agricul-
ture . . . .

Demand No. 42—Imperial
Council of Agricultural
Research

Demand No. 43—Scheme for
the improvement of Agri-

cultural Marketlng in
India . . . .
Demand No. 44—Imperial

Institute of Sugar Techno-
logy . . . .
Demand No. 45—Civil Vete-
rinary Services .
Demand No. 46——Indu5trles
Demand No. 47—Aviation .
Demand No. 48—Broad-
casting . . . .

. Bubjects  and

Pages.

1240
1241

1241
1241

1241
1241
1242
1242
1242
1242
1242
1242

1243
1243

1243
1243
1243

1243

1244

1244
1244
1244
1244

1244

10




Tozsav, 1218 Mancw, 1040,—

conid. -

The General Budget—List of
Demands—contd.
Demand No. 46—Capital out-

lay on
- Pemand No. 50— Indian

Stores Department . .

Demand No. 51—Commercial
Intelligence and Statistics

Demand No. 52—Census .

Demand No. 53—Emigration
—Internal .

* Demand No. 54—Em1gmtaon

—External .

Demand No. 55—Jo1n‘n Stmk
Companies

Demand No. 56—Mmcellan
eous Departments . .

Demand No. 57—Currency .

Demand No. 58—Mint .

Demand No. 59—Civil Works

Demand No. 60—Central

Road Fund . . .
Demand No. 61—Super-
annuation Allowances and
Pensions
Demand No. ﬂ2—8tatlonery
and Printing . .
Demand No. 63—-Mjsoelhn
. eous

Demand No. M—Gmnta in-
aid to Pronncta] Govern-
mente .

Demand No. 85—M.lscallm.
eous  Adjustments  be-
tween the Central and Pro-
vincial Governments .

Demand No. 66—Delhi .

Demand No. 67—Ajmer-
Merwara. . . .

Demand No. 68—Panth
Piploda .

Demand No. 69—Anda.man
and Nicobar Islands .
De;ua.nd No. 70—Indian
osts and Telegraphs .
Dema.nd No. 71— Indian

Posts and Telegraphs—

Stores Suspense {not
charged to revenue) .
Demand No. 72—Indian

Posts and Telegraphs—
Capital ocutlay on Tele-
phone Projects (not
charged to revenue) .

PaGES,

1245
1245

1245
1245

1245
1245
1246
1246 -
1246
1246
1246

1246

1247
1247
1247

1247

1247
1247

1248
1248
1248
1248

1248

1248

PacEs,
Tlmsnu, 12tH M_uwn 1940 —
concld. -
-.‘The General Budget-—-—Lwt of
Demand—concld.
Demand No. 73—Capital out-
]l?o{xon Vizagapateam Har-

. 1249
Demand No. 'M—Ihlhl Oapl-
tal outlay . 1249
Demand No. 75~Co‘mmuted
Value of Pensions . 1249
Demand No. 76—Int.erestr—
free advances . 1249
Demand No. 77-——Imns and
Advances bearing Interest 1249
WEDNESDAY, 13TH MaRCH, 1940,—
Starred Questions and Ans-
wers 1251—71
Election of the Stand.mg Com-
mittee for Roads. . . 127273
Election of the Standing Com-
mittee for the Department
of Communications . . 1273—75
The Excess Profits Tax Bill—
Discussion on the motion to
consider not concluded . 1276—
1308
TrURSDAY, 14TH MARCH, 1940,—
Member Sworn . 1309
Starred Questions and An-
gwers . 1309-15
Unstarred Questmns and An-
sWers 1316
The Ag'lcultum[ Produee Cess
Bill—Appointment of Khan
Sahib Abdul Hamid to the
Select Committee . 1317
The Excess Profits Tax Bx]l—
Consideration of clauses nov
concluded . . 1317—61
Fripay, 15TH MaRcH, 1940,—
Starred Questions and An-
swers 1363—73
Unstarred Qllestlons and An-
swers . 137476
The Drugs Bl]l—Preaentatlon
of the Report of the Select
Committee . 1376
The Excess Proﬁts Tax Bnll-—
Discussion on the considera-
tion of clauses not con-
ciuded . . . 1876—
1424

11



Pagma.
MoXpAY, 18T MagcH, 1940,— .
Member Sworn . 1426
Starred Questions and Ana
wers . . . 1425—56
Unstarred Questmns and An
swers . . . . 1456—58
Statements laid on the Table . 1458—60
Election of the Standing Com-
mittee for the Department
of Communications . . 1460
Election of the Standing
Finance Committee for Rail-
ways 1460—65
Election of the Central Ad
visory Council for Railways . 1466
Election of the Standing Com-
mittee for the Labour De-
ment . . 1466
Election of the Stmdmg Com-
mittee for the Department of
Commerce . . 1466—68
Election of the Standmg Com-
mittee on Emigration . 1468—70
_ Election of the Standi.ng
Finance Committee .. 147075
The Indian Mines (Amendment)
Bill—Introduced . . 1476
The Excess Profits Tax Bill—
Discussion on the considera-
tion of clauses not concluded 1476—
1511
TurspAY, 19TH MaRCH, 1940,—
Starred Questions and An-
swers . 1513—23
Election of Members to the
Standing Committee for
Roads . 1523—24
The Excess Proﬁf.a Tax Blll-—-—
Discussion on the consi-
deration of clauses not con-
cluded . . . 1524—81
Report of the Commltteo on
Convevance Allowances ad-
missible to Members of the
Indian Legmlature . 1581
Appendix . 1582—84
WEDKESDAY, 20TH MaRcH, 1940,—
Starred Qt‘l.estlons md An-
BWers . 1585—
1602
Unstarred Questions and An-
swers . . . 1602—11
Statement of Busmesa . . 1611

WEDNESDAY, 20rHE MarcH, 1940,
—conid

Notification re certain amend-
ments to the Motor Vehicles
International Circulation
Rules . .

The Excess Proﬁta Tax Blll—-
Passed as amended . .

THURSDAY, 218T MARCH, 1940,—

Members Sworn .

Starred Questions and A.n-
sWers .

Short Notlee Questlon a.nd
Answer . . .

Election of the Stand.l.ng Com-
mittee for the Labour De-
partment . .

Statement laid on the Ta.ble .

The Agricultural Produce Cess
Bill—Presentation of the
Report of the Select Com-
mittee .

The National Service {Emopean
British Subjects) Bill—Intro-
duced .

" The Petroleum [Amendment)
Bill—Introduced .

The Indian Tariff fAmendment}
Bill—Introduced

The Insurance {Amendment)
Bill—Introduced

The Indian Tariff (Second
Amendment)  Bill—Intro-
duced .

The Indian I“unnoe Blll—

Discussion on the motion to
consider not concluded

TuEspay, 2615 MarcH, 1940,—
Starred Questions and Ans-

wers .
Unstarred Queetlons and A.n
sWers .
Election of the Standmg Com-
mittee for the Depart.ment. of
Commerce . . .
Message from tha Council of
State. . .

The Motor Vehrclea {Amend-
ment) Bill—Introduced

The Indian Finance Bill—Dis-
cussion on the motion to con-
sider not concluded . .

Paanms,

1612
1612—60

1661
1661—71
1671—73

1674
1674

1674

1674
16756
1875
1675

1876—76

. 1676—

1725

172736

1736

1736
1737
1737

1737—80

12



LEGISLATIVE ASSEMBLY
Tuesday, 19th March, 1940.

The Assembly met in the Assetribly Chamber of the Council House
at Eleven of the Clock, Mr. President (The Honourable Sir Abdur
Rahim) in the Chafr. -

STARRED QUESTIONS AND ANSWERS
(¢) ORAL, ANSWERS.

INDIAN OFFICERS IN THE GOVERNMENT OF INDIA DEPARTMENTS AND ITS
" ArracHED OFFIOES.

t448. 'mm Pamn Nand: (a) Will the Honourable the Home Member
{please state the number of Indian officers in each of the Departments of
the Government, of India and its attached ofﬁces locataed at New Delhi and
Simla?

(b) How many of these are Hmdus, Muhammadans, Sikhg gnd ;others?

(c) What percentage of representation is enjoyed by -each commu.mty
-over the appointments now reserved or held by the Indinns? -

'(d) What does he propose to do to bring up the pereentage of corns
munities which have got either no ?epresentation or very much less than
their due share in each of the Department or offices?

The Honourable Sir Reginald Maxwell: The information is being col-
‘lected and will be laid on the table in due course.

MovE oF THE MIGRATORY PORTION OF THE IMPERIAL SECRETARIAT TO SIMLA.

1449. *Bhai Parma Nand: Will the Honourable the Home Member
Pplease state:
(a) what date has been fixed for move to Simla this year for the
migratory portion of the Imperial Secretariat;
i(b) whether it was originally intended to move up 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 Sim!a for only four months;
{c) whether he intends adhering to the decision originally announced
in regard to Government’s stay in Simla; if not, why not;
{d) up to what rank the officers of the Imperial Secretariat are
moving up, and who are being permanently located in Delhi;
(e) whether it 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

tAnswer to this question laid on the table, the questioner being absent.
{1513 ) A



1514 LEGISLATIVE ASSEMBLY ., [19tE Mar. 1940~

(f) when it is proposed to keep down the officers up to the rank of
Deputy Secretaries-at least in  Delhi; if not, what are the.
difficulties?

The Honourable Sir Reginald Maxwell: (s) 20th April.

(b) and (c¢). No. I invite the Honourable Member's attention to the-
Press Communiqué issued on the 25th May, 1939, in which it was stated’
that the stay of the Government of India in Simla will be reduced to:

about 4 or 44 months. No decision was taken as to the exact date of the
move.

(d) Officers of the rank of Under Sectetaries and above sre moving to-
Simla, with the exception of such Under Secretaries as are required for-
the supervision of the office staff in Delhi. v

(e) No.

"' (f) There is no such proposal. Government are satisfied that it will be-
necessary for the prompt and efficient despatch of business to require-
Deputy Secretaries to move to Simla. P S

RECRUITMENRT AND PROMOTION OF WARRANT OFFICERS IN THE SUPPLY AND-
ORDNANCE BRANCHES OF THE ARMY.

1450. *8ardar Sant Singh: (a) With reference to the reply to starred’
question No. 184 given on the 26th February, 1940, will the Defence-
Secretary please state the.facilities provided by Government for the train-
ing of the Indian Military Assistant S8torekeepers recruited as Warrant:
Officers, Class II in 1983, and theresfter to make them eligible for promo--
tion to Class I? 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 only 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 trainirig:

end promotion of Warrant Officers from 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 sece that suitable and quali-
fied Indian Military Assistant Storekeepers are given promotion to Class I.
from the date from which their colleagués of other services have been pro--

moted and complete the full required strength of Class I early? If not,.
why not? '

Mr. O. M. G. Ogilvile: (a) Courses of instructions at the Indian Army
Ordnance Corps School are provided.

(b) No. Government orders of 1985 provided that promotion to-
Warrant Officer, Class I, would be after eight years’ service. No Military
Assistant Storekeeper has yet eight years’ service.

Revised orders of 1939 provided that Warrant Officers, Class iI, would
be promoted to Class I if sleected when they had passed the presecribed
departmental tests.

+Answer to this question laid on the table, the questioner being absent.
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(¢) A syllabus was in course of preparation but since the outbresk of
war, departmental. examinations have been held-in-abeyansce and special
courses of training have been prescribed. T

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

UNEMPLOYMENT AMONG EDUCATED Crassks.

451. *Mr. H. M. Abdullah: (a) Will the Honourable the Home Member be
pleased to state whether Government are aware of the acute unemployment
among educated classes?

(b) How many officials, officers and clerks, in the Government of India
offices, located at Simla and/or Delhi have been re-employad after retire-
ment or retrenchment or have been granted extensions of employment?

" (c) On what grounds do Government justify the continued employment
of these officials, and how do they reconcile this practice with the desir-
ability of affording avenues of employment for youngmen?

The Honourable Sir Reginald Maxwell: (a) Yes.

(b) snd (c). The required information is being collected and will be
1aid on the table of the House in due course.

NoN-ProMOTION o A MUSLIM AS ASSISTANT FINANOIAL ADVISER IN THE
MiraraRY FINANCE DEPARTMENTY. '

452. *Mr. H. M. 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 Departmient since this
post was created several years ago?

(b) If the answer to part (a) be in the negative, are Government dware
that it is time that an effort were made in this direction to give the Muslim
community a share in the bestowal of official patronage?

(c) Is it a fact that several members of the other Indian communities
have held and are at present holding the appointment 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 from 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 performed is similar?

The Honourable Sir Jeremy Raisman: (a), (b) and (d). Appointment
to the post of Assistant Financial Adviser, Military Finance, is made by
departmental promotion on considerations of merit and efficiency or from
the Military Accounts Department and the ‘“Pool’’. Officers with ade-
quate financial training only can be appointed to this post, but I might
add for the Honourable Member’s information that last year a Muslim
officer of the Military Accounts Department was appointed as Assistant
Financial Adviser and a Muslim officer of the ‘“Pocl” is now under transfer
to this post.

c) Yes.

© A2
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NoN-PROMOTION OF A MUSLIM AS ASSISTANT SECRETARY OR OFFICER
SUPERVISOR IN THE DRFENOE DEPARTMENT OR ARMY HEADQUARTERS.

453. *Mr. H, M. Abdullah: (a) Will the Defence Secretary be pleased
to state whether any Muslim has been 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) since the advent of the British rule in India?

(b) If no Muslim has ever been allowed to hold such an appointment
during the last two or three decades are Government 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 officiating,
of Officer Supervisor in the Army Headquartérs? - - -

(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

such vacancies, and is there any central organisation to consider the whole
matter from a broad angle?

(e) If the answer to part (d) be.in the affirmative, is the Defence Secre-
tary convinced that the system hqs been followed in the past and, will he

kindly state how many Muslim names have been considered for such ap-
pointments during the past five years?

Mr. 0. M. G. Ogilvie: (a) The post of Officer SBupervisor Las only been
in existence since 1923. At present only three Officer.Supervisors are
Indians. None of these is a Muslim. There is only one Assistant Secre-

tary in the Defence Department. No Muslim has yet been appointed to
this post.

(b) Government cannot agree that there are grounds for a grievance.
(c) 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 organisation for selection.
(e) The answer to the first part of the question is in the affirmative.

As regards the second it is impossible to say how many Muslims have
been considered for such appointments.

Dr. Sir Ziauddin Abmad: Is it a fact that the Military Department
observes the recommendations laid down in the Government of India
Resolution of 1934, that is, 25 per cent. reservation for Muslims?

Mr. 0. M. @. Ogilvie: As regards the Defence Department, yes.
Dr. 8ir Ziauddin Ahmad: They observe it?

Mr. 0. M. @G. Ogilvie: Yes.
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ProriTs ¥ROM THE WORKING OF THE ENEMY SHIPS SPENT ON THE
DEVELOPMENT OF INDIAN MEROARTILE MARINE. -

454. *Dr. Sir Ziauddin Ahmad: (a) Will the Honourable the Finance
Member please state whether it is a fact that Government received
£3,790,192-19-8 resulting from the work of Enemy Ships under the con-
trol of India Office up to March 1922?

(b) Is it not a fact that Sir Basil Blackett in his speech said that the
profit of 3} millions was made from the control of Enemy Bhips 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 Mercantile Marine Company?

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

The Honourable Sir Jeremy Raisman: (a) to (c). Yes.

(d) The net profit which turned out to be £3,718,002 was credited to
revenue.

Dr. Sir Zianddin Ahmad: May I ask when it was credited to revenue,
and why was it credited?

The Honourable Sir Jeremy Raisman: It was 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—
1 think it was the year 1924-25—he will find an explanation of how this.
amount was treated, and why.

Dr. Sir Ziauddin Ahmad: The Government of India’s attention was
drawn to this by the Scindia Steam Navigation Company on the 24th
January, 1924. Did Government give any reply to this?

’

The Honourable Sir Jeremy Raisman: Government did reply to the
proposal at that time.

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

The Honourable Sir Jeremy Raisman: The reply was that items of
revenue must be credited to revenue and not ear-marked for specific pur-
poses, and that the question of assistance to the Indian Mercantile Marine
must be dealt with separately, and any sums required must be voted
separately by the Afsembly. .
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k]
AssessMENT VALUE oF- HousEs AND SHops IN THE KaBAULI CANTONMENT.

455. *Bhal Parma Nand: Will the Defence Secretary be pleased to
state: .

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

(¢) if it is. & fact that in recent years both the market value and the
annual renting value of the house property at Kasauli has
gone down very 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 Govérnment are aware that a good deal of sensation
has been created at Kasauli owing to the excessive assessment;

(e) if Government are prepared to place the copies of the new assess-
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 concerned?

Mr. 0. M. @. Ogilvie: I am collectin

g the information and will lay it on
the table in due course. - -

DEMANDS OF THE SECRETARIAT STAFF PERMANENTLY LOCATED IN NEw DELHT.

-450. *Bhal Parma Nand: (a) Will the Honourable the Home Member
please state the concessions by way of extra casual and closed holidays,
as also the grant of allowances, etc., which were asked for by the Imperial
Secretariat Association for such of the staff which has been permanently
located 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 })een
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 which they used to enjoy at Simla by way of free accommoda-
tion, ete.?

(c) 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
six months they used to pay previously?

(d) Is he further aware that ome of the reasons usually advanced by
Government for the rejection of requests from the Imperial Secretariat
Association and others for the grant of as many holidays as are enjoyed
by the staff of the Government of the Punjab or Delhi Government, has
been that the Government of India Becretariat enjoyed so many other
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concessions, such as, Simla move, and that if holidays were not :observed
in-the Secretariat on those lines, it did not matter? If not, what were
the other reasons for not acceding to their requests previously, and what
are they now doing?

(e) Is he further aware that many of the staff who have been perma-
nently located in Delhi had been moving to Simla for the last 15 to 25
years 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 born and brought up
in cool climate and that they entertain fear about sickness in the family
entsiling burden and more expense on that account?

() Is he also aware that they will be requiréd to meet expenses in
respect of conveyances and drinks in the summer?

(h) Is he aware that, by the stoppage of this move, many of the

staff will be obliged to send their families %o hills for some time at least
which means extra burden on their income? - )

The Honourable Sir Reginald Maxwell: (a) It has be ¢l
15 days’ casual leave and all the local “holidtsyz falling buflﬁgdfﬁled?gonxhﬂ::
of May to September will be admissible to non-migratory staff in Delhi.
As regards allowances I would refer the Honourable Member to the reply
given by the Honourable the Labour Member to part (b) of starred ques-
tion No. 446 on the 18th instant.

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

(¢) The Honourable Member is referred to the reply given by the Hon-

ourable the Labour Member to part (a) of starred question No. 311 on the
8th instant. ' ‘ :

(d) No. The reason was that it is preferable to have 4 smaller number
of real holidays than to have a large number of nominal holidays.

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

(f) T have no reason to suppose that ‘there are apprehensiods of ‘this
kind.
(g) Yes.

(b) I have no information. The staff remaining in Delhi will be in the
same position in this respect as other non-migratory staff has been
hitherto. T T

GRAXNT OF A SUMMER ALLOWANCE TO THE SECRETARIAT STAFF PERMANENTLY
LOCATED IN NEw DELHI.

457. *Bhal Parma Nand: (a) Will the Honourable the Home Member
please state what the approximate savings to Government woul.d 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
wequired to pay to the staff by way of travelling allowance, Simla house
vent, rent-free quarters, and other local allowances?
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(b) What would be the expense if they had agreed to pay a small.
allowance for the hot weather only to such of the staff who have been.
locatéd permanently at Delhi in ¢rder to meet extra burden on their purse?:

(¢) What would be the expense yearly for paying summer allowances
to such of the staff until they retire?

(d) Will he pleage state the cases in which Government made appoint-
ments in higher grades of the Government of India, Federal Public Servicé
Commission and other offices, in which written or unwritten and implied
condition about their move to Simla was given and on written or unwritten
representations frop such of the officers, Government had to permit the
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 summer season gt
least? If not, why not?

The Honourable Sir Be‘inlld Maxwell: (8) The . approximate ss;:vings
will be Rs. 8 lakhs.

(b), (¢) and (e). A representation has been received from the Imperia}
Secretariat Association praying for the grant of a compensatory allowance
and is under consideration. The cost of such an allowance cannot be
calculated at this stage.

(d) There are no such cases.

GRANT OF MORE HOLIDAYS TO SECRETARIAT STAFF.

1458. *Bhai Parma Nand: 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 rot,
why not?

The Honourable Sir Reginald Maxwell: I would refer the Honourable
Member to the reply which I have just given to part (a) of question
No. 456.

LocaTiox or THRE ARMY HEADQUARTERS IN NEw DELHI.

1459. *Bhai Parma Nand: (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?
If so, when and with what results on each occasion? Tf not, why not?. -

(b) Is he aware that while moving from Simla down to Delhi, the
authorities did no¥ allow any joining time to almost the whole of the “staff
of the Army Headquarters who were ordered to join office at New Delhi
on the following day? Was it because of the war emergency?

J.Answei' to this question ‘laid on the table, the questioner having exhaustéd his
quota. : : ;
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(c) Is it a fact that, Delhi being a station from where access or
approach to all places in India is easier than from Simla, it was consi:-
dered -ag' the best station for transaction of Government business during.
emergenecies and so the Army Headquarters -as a whole moved down?

(d) Is he aware that some of the branches of the Army Headquarters:
used to stay as a 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?

" fe) What were the circumstances under which the Headquarters Royal Air
Force stayed for some years at Delhi and for some period at Ambala
throughout the year, and do those conditions not exist now, and cam
whole of that office or part thereof be stahoned permsnently at New
Delhi now? If not, why not?

(f) Was it not with the idea of removmg congestlon at Simla that:
Government decided to locate the Civil Secretariat at New Delhi?

(8) What was the pre-war strength of each of the branches of the
Army Headquarters and what s it at present?

(h) Are Government aware of the feeling that the underlying idea of
removing the congestion of Simla will be frustrated, if the whole of the
Army Headquarters is allowed to move up to 8imla with its double:
strength of the staff, than the pre-war strength?

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

Mr. 0. M. G. Ogilvie: (a) The matter has been considered; but in view
of the different nature of the work in Army Headquarters it was decided
that. .the system now adopted for the BSecretariat would not result in

efficiency.
..(b) The reply to both parts of the _q‘uest:ign is in the affirmative.
(e) No. The reason is that Army Hesdquartérs cannot work efficient]

in the present emergency if divided. It is also necessary for it to be in the-
closest touch with the Government of India. .

¢d) The answer to the first part is in the affirmative. The answer o~
the leoond is contained in the answer to (c¢) above.

(e) Au- Headquarters, India, remsined throughout the year at Ambala:
botwoen the winter of 1021 and summer of 1923. Tkey have never been
located at Delhi throughout the year. Ambala was sbandoned in favour
of Delhi/Simla in order to emsure close co-cperation between the Army

and Air qu:ce.

(f) Yes.

(g) A statement is laid on the table.
. (B) No. ’
: * (i) Yes:
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Statement

Pre-War Strangﬂ: Present Strength

Officers Clerks Officers -Clerks

(1) General Staff Branch . . . 59 153 91 191
1{2) Adjutant General’s Branch (includ- 36 164 44 211
ing Medical Directorate). . .
¢8) Quartermaster General’s Branch . 41 119 4'5 126 °
{4) Master General of the Ordmnance 46 310 66 486

Branch [including Assistant Dir.
ector of Ordnance Services (Pro-

&) Env;:?;)r]:in-Chief's Branch, . . | 14 159 27 202
(6) Military Secretary’s Branch . . 7 45 11 62
(7) Air Headquarters .. 28 84 33 93
'{8) Judge Advocate General’s Office . 4 8 4 8
{9) *Contracts Directorate . . . 8 91
«10) Assistant Military Secretary (Per- - 6 4 6. 5
sonal).
Total . 247 1,137 327 1,474

‘Smw placed under the administrative control of the Supply "Degg.rt?ent‘.
L b

GIVING OF CERTAIN ASSURANCES TO INDUSTRIES AFFECTED BY THE EXCEss
ProFrrs Tax. '
'

460. *Sir Abdul Halim Ghugnavi: (s) Has 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,

-on the subject of Finance Act, No. (2) 1980—excess profits tax, where the
Aollowing statement is made:

““When the above Act was passed through sll its stages in the early
days of October there was no time for the various intereste
concerned to give proper consideration to the measure and the
Chancellor of the Exchequer gave an assurance that detailed
examination and criticism of .the provisions of the excess
profits tax might be postponed until the regular budget.in the
Spring of 1940°'?

(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
4ax in this country? ’

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

*“Btrong representations 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 the
cost of the fleet replaced. This is of paramount importance
if the shipping industry is to be maintained after the war''?

(d) If the answer to part (c) be in the affirmative, will a special
weserve for special depreciation be allowed to the shipping industry in this
<country and the amount of such reserve for depreciation deducted before
ascertaining the profits liable to the proposed profits duty?

The Honourable Sir Jeremy Raisman: (a) and (c). I have not seen a
<opy of the circular referred to by the Honourable Member, but I have
seen the official report of the Parliamentary proceedings referred to
therein. '

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

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

ALLOWING OF CARRY FORWARD OF ARREARS AND LOSSES FOR PURPOSE OF
CHARGING ExcEss ProFITs TAx FROM THE INDIAN SHIPPING INDUSTRY.

- 461, *Sir Abdul Halim Ghuznavi: (a) Has the attention of the Honour-
able the Finance Member been drawn to pages 81 and 82 of the Annual
Report of the Chamber of Shipping of thg United Kingdom 1987-88,
where the following statement is made in regard to the national defence
-contribution :

“‘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 preserved the principle of income
tax practice of allowing carry forward of all arrears of
depreciation as well as six years’ losses 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 depressions’’?

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

The Honourable 8ir Jeremy Railsman: (a) Government have not seen
a copy of the report referred to but the position indicated in the extract
-quoted appears to be correct.
The Honourable Member is referred to the provisions of the Excess
Profits Tax Bill which is now before the House,

"ELECTION OF MEMBERS TO g‘z%@s STANDING COMMITTEE FOR
> R .

Mr. President (The Honourable Sir Abdur Rahim): I have to inform
the Assembly that upto 12 NooN on Friday the 15th March, 1940, the time
fixed for receiving nominations for the Standing Committee for Roads
seven nominations were received. The candidature of one member was
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withdrawn by the proposer. As the number of remaining candidates ”is-

equal to the number of vacancies I declare the following Members to be-
duly elected, namely: ‘

(1) Haji Chaudhury Muhammad Ismail Khan;
(2) Sardar Bahadur Captain Dalpat Singh;
(8) Syed Ghulam Bhik ‘Nairang;

(4) Maulana Zafar Ali Khan;

(5) Bhai Parma Nand; and

(6) Mr. J. Ramsay Scott.

THE EXCESS PROFITS TAX BILL—contd.

Mr. President (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 sub-clause (2) of cleuse 6 of the Bill be britted.”

_ Dr, 8ir Ziauddin Ahmad ' (United Provinces Southern Divisions:
Muhammadan Rural): Sir, I was supporting yesterday the amendment.
moved by my friend, Maulvi Muhammad Abdul Ghani:

“That part (d) of sub clause (2) of clause 6 of the Bill be omitted.”

This clause was added by the Select Committee. It was not in the-
original Bill and I should like to point out that the addition of this clause
has cost a good deal of money as fur 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 additional tax to be levied on persons who are comparatively
poorer, then I think it is a matter 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 miftd 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,
or high price cf postcard or some other thing, theun certainly we, who are
not so wealthy, will object to such trunsfer and oppose the amendment
made by the Select Committee.

Sir, I have got with me the Investors’ Year Book and I have taken
from it 12 companies only. ‘T haye put down their financial position on this.
paper which I will be willing to give to anybody who will take objection to-
my arguments. I have taken down their profits for the years 1936, 1937
and 1938.- The profits of these 12 companies for the year 1938 comes to-
6,19 lakhs, for the year 1937 it comes to 4,91 lakhs and for the year 1936~
it comes to 4,71 lakhs. Now, if we adopt only the options given in the
original Bill, then the standard profit will be 4,80 lakhs, teking the maxi-
muth of the average of 1985-36. So, if there be any income over and above-
4.80 lakhs, it will be taken to be the excess income and the taxation will
be levied on that. Now, by adding this particular option sub-clause (d) the
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:standard profit is raised. Instead of 4,80 lakhs, it now becomes 5,55 lakhs,
that is, 75 lakhs more and therefore the tax that.yon will now levy will be
-374 lakhs less. I will give an illustration. - Suppose the income of these
12 companies, during the chargeable accounting periods, is six crores, then,
if we adopt the option of the Bill in it¢ original form, the excess profit
will be six crores minus 4,80 lakhs, or 1,20 lakhs, and we will get half of
:this profit, namely, 60 lakhs. But if we take the new option, ‘then the
-standard profit will now be 5,55 lakhs aud the excess profit will only be
45 lakhs and the money realised will be only 22} lakhs. Therefore, we
lose 8734 lakhs on these 12 companies only. Honourable Members may
argue in any way they like, they may say that I do not understand the
Bill, as an Honourable Member in his enthusitm ihas said it, ‘bat nobody
can deny these figures because they are taken from the Investors’ Book.
So, I maintain that on these 12 companies alone we lose by this option
87} lakhe. And if we take up all the mills and the various industries—
and 1 nave not touched textile at all—then the sum will rise to an
-enormous figure and according to my -estifnase it will be in the ‘heighbour-
‘hood of two crores. I think it is not correet on the part of the Government
to let this very big amount go in this particular mammer 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-
-ment to reduce the price of the postenrd from unime pies to six pies and the
‘Government, will say that if they accept our recommendation, it will cost
them 60 lakhs which 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 and the incidence would not have fallen on the poor then I do not
mind it at all. Let the Government colleet us they like.'! But if the inci-
dence is to be transferred from wealthy persons to those who are compara-
tively poor and also those who are really very poor, then I object to it
because it is not just und you will not he doing justice to the people at
large. No doubt, these wealthy people have got a good dea! of influence.
They can afford to have propaganda. The smadler people kawe got no
.organisation and they can do no propaganda work and the Government
.alone can be the custodian of their interests. '(3overnment have to ‘weigh
in their mind whether this amount is to be realised from the wealthy
classes, or this incidence should be transferred from the wealthier classes
to the poorer classes. That is the real issue in this amendment. We have
to decide whether we should collect about two crores from these wealthy
people—and there are two industries of these wealthy people whom we
have protected, namely, the iron and steel industry snd the textile indus-
try, I am not discussing these industries just now but will do so on the
next amendment—or levy a tax on the poorer people. We are now
handing over this additional amount to those persons 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 do beseech the
.Government to look after the interests of those persons who cannot speak
for themselves and they should not be influenced by the richer people who
can carry on their propaganda anywhere and everywhere because of the

raoney they have, which we have put in their pockets because of the high
tariff walls.

Mr. Akhil Chandra Datts (Chittagong and Rajshahi Divisions: Non-
Muhammadan Rural): Sir, I oppose this amendment. - This change was
made in the Select Committee in the intereste of new industries and new
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businesses. The reason for this amendment is given in the report' of the
Select Committee where they say:

“Our amendment of sub-clause (I) is intended to provide that a business starte
after the 31st day of March, 1936, may at its option take as the standard profits . . . . "

The Honourable. 8ir Jeremy Raisman (Finance Member): I am afraid
the Honourable Member is speasking to the wrong amendment. The
amendment on which Dr. Sir Ziauddin Ahmad has just addressed is one .
which seeks to remove 1938 from the standard periods.

Mr. Akhil Ohandra Datta: 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 businesses, the option of taking either
the standard profits . . . . ... .

The 'Honourable Sir Jeremy Raisman: I am sure the Honourable
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.

Mr. Akhil Chandra Datta: I stand corrected. But I oppose the
amendment all the same. This additional option was given by the Select.
Committee in the interest of the ‘axpayers because the whole complaint.
was that we wanted 1938 by itself, but the Government would not accede
to that and by way of something like a compromise the average of 1937
and 1988 was adopted. We are strongly in favour of this additional option
that was given by the Select Committee. There is 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 Ziauddin Ahmad: Yes, a saving of two crores.

Mr, Akhil Ohandra Datta: But the Mover did not give his reasons.
We do uot know what is in his mind. Tt is rather unfair to move ap
amendment without giving reasons to the House. Now, this has been
supported by Dr. Sir Ziauddin Ahmad in the interest of revenue. So far
as that aspect of the question is concerned, I do not hold any brief for the
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 iew as to whether the addi-
tional option is fair to the assessees in view of the fact that 1938 was com-
paratively a better year for the industries than 1937. Our case is that that

would make the standard year a little more equitable. Sir, I oppose the
amendment.

The Honourable Sir Jeremy Raisman: Sir, I must oppose this amend-
rent. I accepted the provision which is in the Bill. This was put i
after long and careful consideration and discussion in the Select Committee.
My Honourabie iriend, Dr. Sir Ziauddin Ahmad, deslt with the matter
purely from the revenue point of view, but as I pointed out in my speech
on the motion for consideration of the Bill, there are other aspects-to be
taken into aceount and I believe that by adding this option we have giver
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a much broader and more equitable basis to the tax. - T am, however, glad
to have the full admission of the Honourable the Deputy President that.
he is enmtirely unconcerned with the revenue aspect of these provisions.
That was exactly my trouble with him yesterday when he was sulﬂ)orting‘
proposals which would have cut away the whole ground from under the
tax. My own attitude is that I stand midway between those who would
reduce the yield of this tax to a nugatory amount and those who, like my
Honoursble friend, Dr. Sir Ziauddin Ahmad, in their anxiety to secure-
the maximum yield would brush aside -considerations of equity. 8ir, I.
oppose the amendment.

Mr. President (The'HonourabI_e Sir Abdur Rnh’un): The question is:

“That part (d) of sub-clause (%) of clause 6 of this Bill be omitted.”
The motion was negatived. '

Dr. 8ir Ziauddin Ahmad: Sir, I beg to move:
. ““That in part (d) of sub-clause (£) of clause 6 of the Bill, after the word ‘deter-
linmod’dt.'l’le words ‘for the year ending on the 3lst day of March, 1938, and’ be-
Bir, this is rather an important amendment. .My Hcnourable friend
rejected the previous amendment on the-ground of equity. Of course the-
Bill was drafted by the Honourable Member himself and he forgot entirely"
this question of equity when he drafted the original Bill. This question of
equity cropped up in the Select Committee. He just jumped upon the-
idea and said that it is a very iraportant and equitable thi and he
changed his mind consequently and he changed all his calculations om
which his original Bill was basad and vhen ne adopted the kind of equity.
suitable for millowners. o

8ir H. P. Mody (Bombay Millowners Association: Indian Comimerce):
The word ‘‘determined’’ occurs twice in this sub-clause. After which-
word, ‘‘determined’’, does he want this to apply?

Dr. 8ir Ziauddin Ahmad: I am referring to part (d) and nos to part (a).-
1 was saying that this question of equity came onlv at the Select Com--
mittee stage. My friends, Sir H. P. Mody and Mr. James, were able to-
draw attention to this equity to business and the Finance Member accept-
ed this principle of equity on their suggestion. Never mind. I.et the
profits cf last vear be included in that and that amendment is lost. T do
not quarrel with that. Now, I move the second amendrent and give them
the benefit of 1989. Take the average of 1939 or 1938, but take the
" average of three years, 1939, 1938 and 1987—that is the last thiree years.
In that case this is also equitable because you have included in the Tatest
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 proposal, then for the same 12 induetries which I have just
quoted the loss will be reduced substantially, instead of losing 37} lakhs,
our losses will be reduced to about 124 lakhs 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, then in that case the losses
would be made up substantially. Instead of & loss of 87} lakhs on these
industries, you will be losing only 12} lakhs. There 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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If it is quite equitable to give them the benefit of the enormous profits
. 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
.8 combination of 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 quarter,
.as is shown by the result of these 12 industries.

As regards equity, I want to discuss that word.  As far as steel industry
-goes, equity means giving them the profit which the Tariff Board gave.
“The Tariff Board gave them a profit of one crore, after rmeéting working
.expenses, depreciation, etc. And to give them that one crore very heavy
-duties have been put on the consumers and on the smaller industries.
‘Their profit recently has been 3.64 crores, and so beyond one crore is
.excess profit which is inequitable. = Therefore, in the case of thesepro-
‘tected articles equity ‘démands that we should give them the. profit on
.account of which these heavy customs duties were levied. * This principle
-of equity should be applied not only to the protected industries but ,a?so
1o the consumers and the smaller industries. The proper share of these
industries is what was promised to them. To give them anything less
‘I8 inequitable and also any profit over and above that is inequitable to the
-consumers and the smaller industries. 'So the word ‘‘equity’’ must be
applied to India as a whole. 8o I assert that you have shown partiality
-to the protected industries and iron and steel but you have been inequitable
~to the consumers and smaller industries. Sir, I move.

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

‘“That in part (d) of sub-clause (2) of clause 6 of the Bill, after the word ‘deter-

mined’ the words ‘for the year ending on the 3lst day of March, 1938, and’ be
‘inserted.”™

Sir H. P. Mody: Sir, in spite of considerable provocation I shall not
‘import either passion or levity in my reply to my Honourable friend. I
.must say that I am entirely unable to understand him. Has he consti-
‘buted himself the custodian of India’s purse, and is it his sole object to
-screw out s 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
thalf of the additional profits which arise as a result of the conditions

generated by the war. My Honourable friend is not concerned with all
‘that. He is all the time thinking in terms of two crores and 50 lakhs, 124
lakhs, etc. Incidentally I do not know how he arrives at these figures.
“He must have been burning a considerable amount of midnight oil on
them. He is only thinking in terms of figures, forgetting all the while that
what is intended by this taxation is not to enable Government to put their
‘hands into the pockets of industrialists and capitalists, but to tax profits
which are supposed to accrue directly as’a result of the war, in order to
finance the war. The amendment that was adopted by the Select Committee
‘was entirely because we were able to induce the Finance Member to cdnsi-
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 Henourable friend’s whole argundént
seems to resolve itself into this : try and get as much money as you can
and then put it aside as a reserve so that the quarter-anna post card may
not someday be raised to half an anna, or that those wonderful consumers,
—1 do not know where they reside,— for whom he is perpetually talking
in this House, may not be taxed. D

Several Honourable Members: They are here, we are the consumers.

Sir H. P. Mody: The consumers in this 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 expansion of business; normal -
prosperity and normal development. . That is surely not the sobject of
this measure and I strongly oppose the amendment.

Dr. Sir Ziauddin Ahmad: Is it not a fact that the Tariff Board gave
the steel industry one crore and they are now realising as much as 3§ crores?

8ir H. P. Mody: The steel industry is almost becoming a King Charles’
head to my Honourable friend. © Every tire 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. I#
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 my Honourable friend advancing this argument.
But he seems to advance it on every conceivable occasion. I do not know
whether he has now got into the habit of reciting it in his sleep.  8ir, I

do not think there is either any logic or sense in what my Honourable
friend has advanced.

The Honourable Sir Jeremy Ralsman: Sir, in opposing this amendment
I shall only deal with one point.  Sir Ziauddin Ahmad asked where my
considerations of equity were when I first introduced this Bill. T think
I made it quite clear at an earlier stage that in putting before the House
a meusure which was substantially identical with the Excess Profits Tax
Act in the United 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 respeets it
was not entirely suited to Indian conditions. I did not 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. President (The Honourable Sir Abdur Rahim) : The question is :

“That in part (d) of sub-clamse (2) of clause 6 of the Bill, after the word ‘deter-
mined'dt.he words ‘for the year ending on the 3lst dey of March, 1838, and’ be
inserted.”

The motion was negatived.
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Msulvi Muhammad Abdul Ghani (Tirhut Division : Muhammadan) :
Sir, I move :

d‘eg'hat to sub-clayse (?) of clause 6 of the Bill the following further proviso be
ad

‘Provided further that in case of protected industries the standard profit shall
be the profit allowed by the Tariff Boards’."”

The amendment is a very simple one. There have been various 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-
tion of sugar-eane prcfits acerued 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
by 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 and above the standard profit to the Government?
Take the case of the iron and steel industry. A huge profit is going to
be made especially 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 in large quantities simply to full the necessities
of the war and that profit should surely be regarded as profit due to war,
and there is no excuse for them not to give half of that enormous profit,

over and above the standard profit fixed bv the Tariff Board. With these
tew words I move my motion.

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

“That to sub-clause (2) of clause 6 of the Bill the fallowmg further proviso be
added :

‘Provided further that in case of protected industvies the standard profit shall
be the profit allowed by the Tariff Boards’.”

Dr. Sir Ziauddin 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 Houre, they consist only of
mathematical figures taken from published reports. Tarif Board reports
are bibles to millionaires. I know that they always quote the Tariff Board
and always try to get the last drop of blood. They must have their full
pound of flesh, ahd if there i 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 (a), (b), (c) and (d) of clause 6(2) should not be applicable
and there should be only one thing, that 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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“thet the Fisecal Commission Report, on the basis of which this proteétion
was given, has made it clear that whatever burden we are levying on the
consumers of India and whatever bounties we are giving to these indus-
tries, they are really in the shape of a loan, and when the industries are
in a position to stand on their own legs, then these 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 which case the relief will be given to the
taxpayers. So, sooner or later these things ought to come in. The time
has, therefore, now come when we should according to the Fiseal Commis-
gion’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. T should only like to point out that
unfortunately the word ‘tarift board’ is used in two different senses and,
-on account of that, confusion has arisen resultirg in this controversy. If
we ‘had the simple word ‘inquirv’ to find out how the who'e thing was work-
ing and then appoint an ad hoc tsriff board to make investigations as
regards particular industries, then the confusion would have been avoided.
Had there been a permanent committee of inquiry—ecall it a perinanent
tariff board if you like—which could have drawn our attention to the
working of this thing, then all the confusion that has arisen about the
sugar industry and other industries would have been avoided, and the
-question would not have become so complicated as it is now, by the in-
action of the Government of India and by the wrong action of two Pro-
vincial Governments. I draw Sir Homi Mody’'s attention to the Tariff
Board Report on the Iron and Steel Industry, which he quoted so often
in the year 1934. On page 43 they clearly say that they gave them a
profit of 199 lakhs or nesrly two crores: they say:

‘‘Overheads—
lakhs.
Depreciation . . . . 8
Interest on Working Capita . . . 1n
Managing Agents’ Commission and Head Office expenses 10
"Manufacturers’ 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 crore: that is their share. That is the itemm which is neces- *
-sary for the protection of this industry. I do not object to that. Tf they
‘have not realised this particular amount, I think we should make every
effort to see that this amount is fully realised by them. I do not mind
_even if we increase the quantum of protection to ensure that they may
-get the benefit and advantage which the Tariff Board has given to them.
But it works the other way too. In case they ave deriving more than
what the Tariff Board have given to them, is it nct just and fair that we
should request the Government of India to look after the other industries
also? We tell them to keep the one crore with them, but we want them
to give back to the country the profit which they make over and above
that one crore, and they can give it back in three different ways. Either
they should reduce their prices when all the consumers will be l?engﬁted.,
or they should sell their articles to smaller industries at lower prices than
‘they get them from elsewhere . . . . . . .o
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Mr. President (The Honourable Sir Abdur Rahim): It has nothing to
do with this amendment. The Honourable Member .is clearly going
beyond the scope of the amendment before the House.

Dr. 8ir Ziauddin 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 industries really began when the war in Europe commenced,
and these industries began to flourish on account of the war conditions in:
Europe, though not to the same extent as the industries in England.
Therefore, Sir, according to the promises given by the Fiseal Commission:
of 1922 and also according to the promises held out on the floor of this:
House when these protections were given, the excess profits which these
people make shodld 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 excess profits-they are making
not on account of any pressure of Government or of the Legislature, 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 not 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 Nauman (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 sections
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 there is an occasion for it. Let us examine what is i4 that is wanted’
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 circumstances,
those industries are able to make unusually greater profits than expeted’
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 State 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 cost
of the consumer. Now, when certain circumstances have arisen and these-
people are able to make bigger profits as a result of that cireumstance,
are they not morally bound to give back to the State the debt.which was-
given to them in the hope that as soon as they would be in a position to-
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, I.

t
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thope 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
realise the gravity of the situation and pay back at least half of the excess
profits they are making. I mean profits over and above what is laid down
by the Tarifft Board. It might injure a section of the people, a thousand
ror two thousand people, but I have no doubt that it will be to the interest
.of the general consumers who form the entire population of India.

It must be remembered, Sir, that whenever protection is granted it is
-granted at the cost of the consumer, and the industry has certainly a
'moral 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 were 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 and ask for bigger
rprotection to develop or even maintain their industiries, on the ground that
'because 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 cther
.countries and deserve to get better protection . . . . . .

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

Mr. Muhammad Nauman: 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 information just at the moment. My submission is
this, that protection is given to industries on the recommendation of the
‘Tariff Board by fixing average or minimugn 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 timie our industries
feel that the protection given to them is not enough, then they can ask for
Yurther protection and it will certainly be given to them. I think the
‘House will be well advised to accept this amendment, because it will help
‘the Government in giving relief to the middle classes and poorer classes of
people out of the funds that the ‘‘excess profit’’ on protacted industries
may yield. "
It has been the principle of taxation everywhere tha% the incidence of
12 Noow, 2 18X should fall on the class of people best able to bear it and
* 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 Government 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 cost of the State as well. If we get more money out of that,
then you will be able to give relief to the smaller section of the people in
other activities of life, or even in the same sphere of activities as in this
Bill when later on we propose to move that the limit should be raised from
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Rs. 80,000 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.

Mr. M, 8. Aney (Berar: Non-Muhammadan): My Honourable friend,.
Dr. Sir Ziauddin Ahmad, and my Honourable friend, Mr. Muhammad
Nauman, are extremely liberal in asking Govermment repeatedly, ‘‘Why
don’t you take miore and why are you satisfied with the little that you
want?”’ That is, in brief, the meaning of the various amendments that.
have been moved by them. I want to remind my Honourable friend, Dr.
Sir Ziauddin Ahmad, that here we are not laying. down any ideal definition:
of excess profits. The Bill is brought in with the clear object mentioned
therein and the Government want to raise taxation for the purpose men--
tioned in the preamble itself. What is laid down in the preamble is this:

““Whereas it iz ex

. ! pedient to impose a tax on excess profits arisi hai
businesses in the con P arising out of certaim

‘ ditions prevailing during the present hostilities . . .”
So, the profits must have some relation to th

s : e conditions that prevail
during the continuance of the present hostilities. P

Mr. Muhammad Nauman (Rising from one of the Front Seats): May I
interrupt my Honourable friend? Is it not a fact that beeause pf . , ..

. ot .
Mr. President (The Honourable Sir Abdur Rahim): The Honourable-

Member is not in his seat. He must be in his seat ¥ he wanis te pus any:
question. I '

Mr. M. S. Aney: 1 have listened to my Honourable friend very patiently
and I know what he has in mind. I will try to give my reply to his eriti-
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 industries
certain calculations of profits were made in ozder to find out the quantum-
of protection that must be given, and he regards anything earned by the
industry over and above the minimum profit that was calculated for the
purpose of determining the quantum of protection must be taken as &
maximum and anything in excess of that should be treated as excess profit..

Dr. Sir Ziauddin Ahmad: During the war.

Mr. M. S. Aney: The words, ‘‘during the war"’ reall% mean that you
are not concerned with the figure laid down in the Tariff 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 the scope of this Bill itself. In you, Sir, I have found an ideal
tolerant President. You have been interpreting the law of relevance in a
very liberal spirit and, therefore, much of what could have been ruled’
out as irrelevant is, out of your magnanimous interpretation of the rules of
relevance, being allowed here. I am not concerned with that. That is:
your business,



THE EXCESS PROFITS TAX BILL 1636

Mr. 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.

Mr. M. 8. Aney: I am sorry. I did not mean any reflection on the
Chair at all. But very often I have felt that much of the criticism of my
Honourable friend was not to the point at any rate. '

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

Mr. M. S. Aney: I know you have now and then repeatedly drawn
attention to irrelevant portions.

Mr. President (The Honourable 8ir Abdur Rahim)! The Chair would
have pointed out to the Honourable Member, if he had drawn its atten-
tion, how the remarks that were allowed by the Chair were relevant.

Mr. M. 8. Aney: My Honourable friend, Dr. Sir Ziauddin Ahmad, is a
great story teller in this House, and I am reminded of a story which 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
wanted him to tell a story which shall never end. The story teller thought
over the rgatter and then began telling a story. He said, there was a
big tree. !ﬁ was full of fruits, a number of birds were sitting on that tree,
and somebody came and wanted to scare away the birds. One bird flew
away, then another bird flew away, a third bird flew away. The king
asked, ‘How long are you going to repeat that?’”’ ‘‘I have to repeat the
" thing, Sir, till all the birds have flown away. They are innumerable’’. In
the same way Dr. Sir Ziauddin will repeat the story of this Tarif 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 friend’s story is a never ending story which he is
determined to narrate to this House.

.Dr. Sir Ziauddin Ahmad: Your story is very unmathematical.

Mr. M. S. Aney: It goes into infinity as s matter of fact. I find that
the mention of the textile industry and the steel industry and the profits
made by them on this Bill has practically assumed the same form which
the story teller had taken in narrating the story of the flying away of the
birds. My point is this. The Honourable the Finance Member has
brought forward this Bill in order to make a certsin definite amount of
monev. He cannot put down the particular amount but he has got a
eertain definite amount to raise to cover the expenses of th: war, and the
suggestions that are made here are with a view to giving him the money
that bhe wants. Therefore, any suggestion which is being made to give
much more than what he wants is, I believe, neither in the interests of
the consumer nor in the interests of the eo-called exploiter which my
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Honourable friend is so muych enamoured of criticising every now and

then. I, therefore, oppose the amendment of my Honourable friend, Mr.
Abdul Ghani.

The Honourable Diwan Bahadur Sir A. Ramaswami Mudaliar (Member
for Commerce and Labour): I intervene in this debate because I feel that
there is a certair amount of plausibility about this amendment. My
Honourable friend, Dr. Sir Ziauddin Ahmad, has pointed out that the
_Tariff Board guve a certain percentage of profit to the industries whick had
to be protected and that, therefore, any profit over and above that would
be unreasonable and that it might be appropriated to the BState. My
Honourable friend, Mr. Aney, has already pointed out. the -scope 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 Zisuddin Ahmad: On a point of personal explanation, Sir.
The scope of mmy amendment is taking only one half, not the whole of it,
during this emergency on account of war conditions.

The Honourable Diwan Bahadur Sir A, Ramaswami Mudaliar: There
wre certain considerations which I should like to point out even from the
point of view of the consumer whose case Dr. Sir Ziauddin Ahmad has,
and if I may say so, very rightly presented to the House on more than one
occasion. The voice of the consumer is so rarely heard ir this House thai

1 shall be the iust to depreeate any attempt to put forward aggforcibly as
possible his interests in this House. i

Now, Sir, the fallacy underlying the argument is that the profits of the
industry are taken into cousideration without considering the profits of
cach individual concern. It is the same fallucy that is expressed when
my Honourable friend, Sir Homi Mody, says that the textile industry for
instance 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 as 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 more 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 Fiscal
Commission, as "my Honourable friend knows, suggested that reserves
might be built up for the industry which might stand it in good stead later
in years of depression. 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. If the Government felt that the protective
tariff was too high, the course open to the Government would be to either
reduce the tarif or even remove it altogether. Either of these remedies
i inapplicabie to the conditions which prevail now, because the quantum
ol imports is already reduced and competition, therefore, does not exist.
Apart from that I would like to point out how the consumer would benefit.
If at the present time, therefore, that remedy is not open te the Govern-
ment and 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
so 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
considerably shortened owing -to the rationalisation of the industry and
owing to the reserve profits which that industry would build up. I am
certain that it does not require any warning from me for the protected in-
dustries to understand that if on the next 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 protection to
be renewed at the expiry of the present period, I cannot conceive of any
Tarift Board, sitting and doing its duty, which will not take into considera-
tion how the extra profits that are being now made owing to the conditions
arising out of the war are being utilised. If they find that those profits have
been frittered away, that they were distributéd as they were distributed
during the last war, I can safely assume that the Tarif Board will look
upon that industry with very little sympathy.

Sir H. P. Mody: I have nothing to say with regard to the warning
that profits made during the war should not be frittered away but, surely,
my Honourable friend recognises that larger profits must mean larger
dividends.

The Honourable Diwan Bahadur Sir A. Ramaswami Mudaliar: I have
put it in the way in which I think it ought to be and in the way in which
the industries will understand what I am aiming at and, therefore, from
that point of view alse it is not as if the consumers’ interests will be
entirely ignored but, in the long run, the consumer himself will benefit
out of the conditions that have now arisen under which extra profits will
be made by.some of the protected industries. On all these grounds, I
oppose the amendment on behalf of Government.

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

“That to sub-clause (2) of clause 6 of the Bill the following further proviso be
sdded :

‘Provided further that in case of protected industries the standard profit shall
be the profit allowed by the Tariff Boards’."

The motion was negatived.

Mr. S. P. Chambers (Nominated Official): Sir, I move:

“That in the proviso to sub-clause (3) of clause 6 of the Bill, before the words
‘the capital’ the words ‘the average amount of' be inserted.’

This is & small drafting point and is intended solely for the purpose
of clarification. Sir, I move.
Mr. President (The Honourable Sir Abdur Rahim): The question i8:

“That im the proviso to sub-clause (3) of clanse 6 of the Bill. before the words
‘the capital’ the words ‘the average amount of’ be inserted.” ,

The motion was adopted.
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Mr. Akhil Chandra Datta: Sir. I move:

“That in sub-clause (§) 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 motion,
No. 63, which proposes to raise the limit from thirty thoueand to thirty-
gix thousand. I understand that Government are quite agreeable to accept-
ing amendment No. 63. If I get an assurance from Sir pruddln 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 8yed Raza Ali (Cities of the United Provinces: Muhammadan
Urban): I can say that the next amendment will be moved.

Mr. Akhil Chandra Datta: In that case, I beg leave of the House to
withdraw my amendment.

The amendment was, by leave of thz Assembly, withdrawn.
Sir S8yed Razz Ali: Sir, I move:

“That in sub-clause (4) of clause 6 of the Bill, for the word ‘thirty’, wherever it
occurs. the word ‘thirty-six’ be substituted.”’

I understand that the Government are 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 extremely sympa-
thetic. A very important alteration was made in Select Committee to
which Government Members readily agreed and which has been greatly
appreciated 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 appreciation. But it seems that the alterations that were made
in the Select Cormnmittee 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 moved 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 or small business, we carnot but find that the former will
get more proportionately than the latter.

Mr. Akhil Chandra Datta: They are going to accept your amendment.
8ir Syed Raza Ali: I do not want to make an unnecessary Bpeech.

Mr. President (The Honourasble Sir Abdur Rahim): The Honourable
Member will go on. ‘
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Sir Syed Raza Ali: Very well, Sir, I will go on. The position 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. 36,000 in any case in which the standard profits computed in accord-
ance with sub-section (I) are less than this sum. I think that will be a
very substantial improvement. I do not think if is necessary for me to go
into it at any great length. If this amendment is accepted by Govern-
ment, I believe 'Government will earn the thanks of a large section of
people whose incomes are by no means large.

lérd. President (The Honourable Sir Abdur Rahim): Amendiment
moved :

“That in sub-clause (§) of clause 6 of the Bill, for ‘the word ‘ihfx’ti",‘ wﬁeﬁver it
occurs, the word ‘thirty-six’ be substituted.’’ - :

* The Honourable Sir Jeremy Raisman: Sir, I am happy to say that I
am prepared to accept this amendment. I agree with the Honourable the
Mover that possibly the changes made in the Select Committee were more
favourable to. larger assessees than to smaller firms and partnerships.
Now, I want to make it quite clear 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 shall, however, not be prepared to go any further than this in res.
ponse 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 because it reduces the administrative difficulties with which we
shall be faced. I prefer to have to deal with a smaller number of assessees
and to simplify the cases of those with which I have to deal. S8ir, I accept.
the amendment. ‘

Babu Baijnath Bajoria (Marwari Association: Indian Commerece): 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 8o as to please the
partnerships because this amendment cannot be a substitute for the amend-
ment which I bave got on the order paper under clause 14.

Mr. President (The Honourable Sir Abdur Rahim): When that
amendment is reached, the Honourable Member can deal with it.

Babu ijmfh Bajoria: I am only saying this at present that this.
amendment cannot be a substitute for that amendment.
Mr. President (The Honourable Sir Abdur Rehim): The question is:

“That in sub-clause (§) of clanse 6 of the Bill, for the word ‘thirty’, wherever it
occurs, the word ‘thirty-six’ be substituted.”

The motion was adopted.
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Mr. President (The Honourable Sir Abdur Rahim): The question is:
“““That clanse 6, as amended, stand part of the Bill.” '
The motion was adopted.

:Clause 6, as amended, was added to the Bill.

Mr. President (The Honourable Sir Abdur Rahim): ‘The Chair under-.
stands that clause 7 has already been adopted by the House. The question
is:

“That clause 8, as amended, stand part of the Bill.” Sl

Babu Baljnath Bajoria: Sir, I move ;

*That in sub-clause (3) of clause 8 of the Bill, before the words ‘A business' shall
mnot’, occurring in the first line, the following be inserted :

‘Unless it is proved to the satisfection of the Excess Profits Tax:Officer that a
bona fide sale or transference of a business has been made for reasougble
consideration’.” ' ’ s

Sir, the object of my amendment is that bona fide sale or transference

-0of business should be recognised under this. Bill. Sub-clause- (3), as it

stands does not recognise 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 this 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 the 1st day of September, 1939, or even after

the 1st of January, 1940, are not considered as genuine. Why they should
be presumed to have been done only to save something for the excess
profits tax. 1 have worded the amendment in such a way that it will
leave no loophole for a fraudulent operator. I have laid down three con-
ditions before such 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
benefit 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. This 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 there has been a fraudulent transfer. If these three conditipns are all
satisfied, then it cannot be said to be a mala fide or fraudulent transfer. I
hope the Government will accept this amendment and will not insist on

presuming that all transfers or sales made after 1st January, 1940, are
‘bogus and mala fide. Sir, I move: ' ‘

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

““That in sab-clause (3) of clause 8 of the Bill, before the words ‘A business shall
mot’, occurring in the first line, the following be inserted :

‘Unless it is proved to the satisfaction of the Excess Profits Tax Officer that a

bona fide sale or transference of a business has been made for reasonable
consideration’.”’ ’
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Sir H. P. Mody: Sir, I support the amendment. I think my Hongur-
able friend made out a very reasonable case for reconsideration of the
position. TIf clause 8, sub-clause (3) stood in the form in which it is here,
it would have the effect of hampering the course of business, particularly
during these abnormal times. If, for instance, I want to erect a factory
and I find that 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 an
existing concern, and in order to induce those who own or control that.
concern to part with it, I may have 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 froms another country or to pay an exorbitant price
for the plant. What is the speeial 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’
them is that the authorities would have to be satisfied that a reasonable
consideration had been paid. Now, if they come to the conclusion that
vven though the business was actually worthless, taking into consideration
all the circumstances, a reasonable price had been paid, why should not
relief 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
precisely because of the circumstances which I have just pointed out.
That transaction has naturally fallen through. My submission is that if
you allow the clause to stand as it is, then the ordinary course of business.
will be hampered greatly. I submit that a good case has been made out
for the amendment moved by my Honourable friend. ’

Mr. 8. P. Chambers: Sir, I oppose the amendment, and I do it as much:
in the interest of my Honourable friends. as in the interest of the Govern-.
ment. The position in the Bill, as it-stands at present, is that a business is
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 standard profite 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,
on the other hand, the profits are high, much higher than the 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 businesses changing hands after 1st September, 1989, to
haye the statutory percentage, that is to say, it.would force them to have
something which they may not want and which, 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 H. P. Mody: If this amendment was at the end of the sub-clause,
it would be perfectly all right.

Mr. 8. P. Chambers: The Honourable Member says it is in the wrong-
place. I am not concerned with that. :

Babu Baijnath Bajoria: I beg leave of the House to withdraw the
amendment.

The amendment- was, by leave of the Assembly, withdrawn.
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Mr. A, Aikman (Bengal: European): 8ir, I beg to move: ~

“That in sub-clause (3) of clause 8 of the Bill, for the words and figures ‘lst day
-of September, 1939’ the words and figures . . . .’

With your permission, I should like to substitute ‘January’ for ‘Febru-
ary’ which is printed in the agenda.—

‘1st day of January, 1940’ be substituted.”

8ir, 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.

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

‘‘That in sub-clause (3) of clause 8 of the Bill, for the words and figures ‘lat day
of September, 1939’ the words and figures ‘lst day of January, 1940’ be substituted.” .

Mr. 8. P. Chambers: Sir, I oppose this amendment, and, before I say
anything on it, I should like, with your permission, to make, a short
explanation of something which I said yesterday and which I think might
have been misunderstood. I referred to certain information I had received
from Calcutta with regard to the corresponding amendment on sub-clause
(2). I think certain Honourable Members inferred that I was imputing im-
‘proper motives to the Mover of the amendment. I should like to say at once
that there was nothing whatever of that kind in my mind and that the
information I had received 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 should like to make it clear that there was no
suggestion whatever. I was opposing the amendment on  the purely
‘technical gounds that the provision in the Bill, as it originally appeared,
was better. - That is the first thing I wanted to say. The second thing is
‘that all these amendments substituting ‘‘lst January, 1940* for ‘‘lst
Septemmber’’ are all interrelated, and that if it is taken as the 1st day of
January in sub-clause (2), then, in order to make sense, the same day, lst
day of January, 1940, must be in sub-clause (3). The reason for that I
will comé to in a moment. But I make that point, because there was a
considerable misunderstanding yesterday. I had already made my speeeh
and I could not, therefore, make a further speech explaining in greater
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 complete
analysis of the whole clause explaining why the ‘‘1st September, 1939'* is
a 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. T have been informed since yesterday that, in ‘'one lar¢e ease at
least, this amendment would be nothing short of disastrous for them, and
they implored me to oppose this amendment. The present concern was
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 business shall be deemed to have
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been discontinued and a new business started. That is the general over-
riding sub-clause. Then, as we follow with sub-clauses (2) to (6), there
are subsequent modifications of that solely for the purpose of determining
standard periods and standard profits. Sub-clause (2) merely gives the
. option in the case of partnership changes to be treated as the old business
notwithstanding sub-clause (I). And the effect of the amendment that
was aocepted yesterday is to extend the option to changes which took place
up to the Ist January, 1940. As I explained yesterday, that would mean
that 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
position is very different. Under sub-clause (3), as it stands, if there is &
change in the ownership after the 1st September, 1989, the business is to
be treated as old business. As I have explained on the previous amend-
ment moved by my Honourable friend, Mr. Pajoria, 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 28.
But, at the end of that sub-ciause appear these words:

“and. in particalar, in computing the capital employed in the business after the
change, no regard shall be had to any consideration given in respect of the transfer of
the business or any of the assets thereof on the occasion of the change.’

Now, whereas with partnership changes the matter 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. Bajoria, thought that we should not treat as improper any transactions
which teok place earlier and we should not assume that they were entered
into for the purpose of avoiding excess 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 commor 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 affected
by this amendment,—1st September, 1939 and 1lst January, 1940C. 8o
that this amendment would have the effect of giving certain concerns the
right to take a statutory percentage on what may be an inflated capital
value, whereas what we have done in the Bill is to give those concerns a

" right to the standard profits in a standard period, witk a right of appeal to
the Board of Referees and the Central Board of Revenue if that standard
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.

1 will not deal with each sub-clause by itsef because the amendment
is onlv on this' sub-clause, 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 lst day of September, 1838, part of a business is

transferred as a going concern by the person theretofore carrying it on to anothar
person, the part tg:au-ferred and the part not transferred shall each be deemed for
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the purposes of the provisions of this Act relating to the computation of standard
profits to be a continuation of the original business, and the said provisions, including

the provisions of this scction relating td amalgamations, shall apply accordingly,
subject to any necessary modifications

The important part about this is that there may have been changes of
ownership and transfers of parts of business between 1st September, 1939
and 1st January, 1940. If so, under the Bill, as drafted at present, these
concerns will have the benefit of the standard profits of the old business.
To take a concrete 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 excess profits.
Under this amendment, these companies would not have that right. 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 business
on the change. In a particular case, I am informed that the capital
happened to be small and the standard profits happened to be large and
the result would therefore be disastrous. That is a type of case one has to
keep in mind. If one takes the clause, as it stands, these companies have
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 a
favourable case, they might be given under this amendment. But the,
amendment excludes definitely and permanently ail cases in which there
have been these partial changes between the 1st September, 1939 and the-
1st January, 1940.

Mr. F. E. James (Madras: European): In spite of the proviso?
Mr. S. P. Chambers: The proviso says:

“Provided that, for the purposes aforesaid, such apportionments shall be mt;do of
the profits made, and losses incurred, and the capital employed, in the original
basiness, and of any assets of the original business as may appear to the Excess Profits

Tax Officer, or on appeal in the prescribed time and manner to the B
Tax Of Bogrd, e r e Board of Refarees,.

All that it says is that if you have got one business and divide it into
five parts, then the Excess Profits Tax Officer must, in treating the part
businesses as successors to the original business, apportion the capital of
the original business and apportion their assets and apportion their profits
so as to make a fair division as between the five companies. That is the
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 (2), 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, having
regard to this explanation, the Honourable the Mover may feel disposed to
withdraw his amendment. Sir, I oppose the amendment. )
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Mr. A, Aman: Bir, we are very grateful to Mr Chis¥iibéts tor” his

‘technical explanation, and, in the circumstances, I ask for leave of the
House to withdraw the amendment.

‘Mr. 8. P. Chambers: May I add this? As my Honoursble friend has
-asked for leave tc withdraw, it may, I think, be necessary to make the
‘whole clause consistent by tabling an amentdiment to sub-clause (£) revers-
ing the amendment accepted yesterday. That I undertake to do in the
‘Council of Btate.

"Mr. President (The Honourable Sir Abdur Rahim): Has the Honour-
able Member the leave of the House to withdraw the amendment ?

‘SBeveral Honourable Members: Yes, yes.
' The amendment was, by leave of the Assembly, withdrawn.

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

+

*““That clause 8, as amended, stand part of the Bill.”

"The motion was adopted.
Clause 8, as amended, was added to the Bill.

Mr. President (The Honourgble Sir Abdur Rahim): The question is:
“That clause 9 stand part of,'.the Bill.” NI A

‘Bardar Sant Singh (West Punjab: 8ikh): Sir, I move: : e
“That after sub-clause (§) of clause 8 of the Bill, the following new sub-clause be
:added 1 N
‘(9) the principal company shall be entitled to- allocate to its subsidiaty company
or eompamies the respective proportionate shares of the excess profits tax
payable by the whole group’.”

The intention underlying this cuause is that the profite for the purposes
of the Excess Profits Tax Bill, of all the companies, principal as well as
subsidiary, be consolidated. and the profits cellected on' tlye -4otsl amadint
arising as profits from all this group of companies. This is only a technical
point and empowering the principal company, if the money is paid by the
principal company, to get their share of excess profité tax paid by the
principal company from the subsidiary company. I do not think the
‘Government will have any objection to accepting the same. o

P ~

“MIr. President (The Honourable Sir Abdur Rahim): Amendment moved:

“That after sub-clause (§) of clause 9 of the Bill, the following new sub-clause be
added : - - e

*‘(9) the principal company shall be entitled to ’sl,}ouu to its subsidiary company
or companies the réspective nroportiohate shares of the excess profits tax

payable by the whole: group’. .
" Sfr. 8. P. Obambeés: 8ir, T ncoept the amendmeht, '



1546 LEGISLATIVE ASSEMBLY [19TE Mar. 1940

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

“That after sub-clause (§) 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 shares .of the excess profits tax:

Y

payable by the whole group’.
The motion was adopted.

Dr. Sir Ziauddin Ahmad: Sir, I beg to move: .

“That after sub-clause (9) of clause 9 of the Bill, the following new sub-clause be-
ded :

‘(10) The excess profits tax payable by virtue of this 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 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 amendment. Sir, 1 move.

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

dd“ld‘hat 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 subsidialry company shall. for the
purposes of section 12, be deemed to have beer paid by the subsidiary
company and not by the principal company’.” .

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

Mr. President (The Honourable 8ir Abdur Rahim): The question is:

.dé'ghnt after sub-cl (9) of cl 9 of the Bill, the following new sub-clause be
ed :

‘(10) The excess profits tax payable by virtne of this 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 not by the principal company’.”

The motion was adopted.

‘Mr, President (The Honourable 8ir Abdur Rahim): The question is:
‘‘That clause 9, as amended, stand part of the Bill.” '
The motion was adopted.

Clause 9, as amended, was added to the Bill.

Mr. President (The Honourable Sir Abdur Rahim): The question is:
“That clause 10 stand part of the Bill.” ’

Sardar Sant Singh: Sir, I move :
“That for clause 10 of the Bill the following be substituted :
‘10. No deduction shall be made in respect of any transaction or operation of

any nature if and so far as it appears that the transaction or operation has
artificially reduced or would artificially reduce -the profits’.* )
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Clause 10 deals with artificial transactions, and, as it.-has;emerged from

the Select Committee, it consists of three parts : the first is that
lrx 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, declares these
transactions to be null and void; and part (3) penalises further the operation
of these artificial transactions. I move this amendment to do away 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 Kingdom 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 have 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 a8 to why they want to take additional precaution in India
which has not been taken in the United Kingdom." In this connection, 1
may be permitted to add that the mental background of the Tax Collector
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
difference between the mental attitude of a police officer and a magistrate,
‘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 police 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 Officer and the Excess Profits Tax Officer is that of the police-
men. Why do you start with the presumption that every man is dishonest
unless he is proved to be s0? You should regard him as honest until he
is proved to the contrary. That is the mental attitude which I would
recommend thé Honourable the Finance Member to bring to bear upon this

ﬁntber. Therefore, 1 commend this smendment for acceptance of the
ouse.

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

. “That for clanse 10 of the Bill the following be substituted -

10. No dednction shall be made in respect of any transaction or operation of
any nature if and so far as it appears that the transaction or operation has
artificially reduced or would artificially reduce the profits’.”

Mr. 8. P. Chambers: Sir, 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 officers is to treat people as dishonest, and that he
thought that their attitude should be to treat them as honest 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 country that they should treat assessees as
bonest and they should treat them fairly and courteously . ., . ., .

- : ‘ c2
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Sir Memi Mody: They don’t give the assessees a chance of being dis-
honest.

Mr. 8. P. Chambers: If as my friend suggests, they don’t give the
assessees a chance of being dishonest, so much the better. 1 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 think, 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
nonest here or those who are not entering into such transactions. The
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 is
neither fair nor equitable.

. Now, reference has been made to the position in India in the 1919 Act
and also to the position in the United Kingdom. In so 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 still
appropriate to the conditiong in India in 1940 .. . .

Bir H. P. Mody: If the Income-tax officer happens to overassess, he also
will be liable to a penalty? '

Mr. 8. P. Chambers: If the Extra Porfits Tax Officer attempts to over:
assess, what will happen is. the assessee will have a right of appeal. May.
T remind the Honourable Member that. under the Income-tax Act, there:
are full time Inspecting Assistant Commissioners, and the Inspecting Assist-
ant Commissioner will severely reprimand the Excess Profits Tax Officer,
and his penalty may be severe—he may actually iose his job. i+ < .:%0

The other matter referred to was the position in the United Kingdom.
There clearly the position is that no penalty is shown in the Finanoe Act
of 1939. There the position is, if a man enters into transactions of this
nature or in any way defrauds the revenue, the only remedy is pensl action.
That course is not easy in the United Kingdom. I think it is .still more
difficult in India, and, I think, in a monetary matter of this kind, the
provision we have at present is more satisfactorv,—we say be ghould pay, the
tax, and also something more by way of penalty, which i8'a simple process,
and T think it is a simple and equitable process and better than attempting,
to enter into a long and difficult prosecution which may end in imprison-
ment. ¥ am sure that those who would enter into transactions of this kind .
would rather pay the tax than go to prison. |

. Mr. M. 8. Aney: Bir, I am afraid; my Honourable friend hae not given
us any. wery convincing reason for discriminating the Indian position from 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 believa
that remedy still exists under the present Act . . . . . '

The Honourable Sir Jeremy Ralgman: We have excluded it. In any
case in which departmental action is taken prosecution is excluded; it is
an alternative. See clause 16 (2).

Mr. M. S. Aney: The offences for which he is liable under the Indian
Penal Code or any other pena! law are not at all excluded, because in a
composition proceedings are taken under this Act. What is excluded
here. . . .. ..

The Honourable Sir Jeremy Raisman: 16 (2).

Mr. M. 8. Aney: No prosecution for an offence against this Act shall
be instituted in respect of the same facts as those 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 exéluded at 2!l
in this section. In terms of the wording of section 25, what is excluded is
any criminal action against this Aot and for having violated the provisions
of this Aet only. -

‘Now, it not only amounts to a violation of the provisions of this Act, but
it may amount to & violation of the provisions of any other Act and »
prosecution under that Act is left open.  Therefore, if the existence of a
penal remedy is considered as a sufficient ground for not making a provision
for recovering an additional penalty in this form in the United Kingdom,
that ground holds good here also. Either we must provide no presecution
under any criminal law arising out of the facts which amount to & violation
of anything under this Act—or we must do away with the clause of penalty
that exists here. That requires to be clarified.

The Honourable Sir Jeremy Raisman: The intention was to exclude
prosecution in every case..

Mr. M. S. Aney: I believe it requires to be made more specific and clear.

The Honourable Sir Jeremy Raisman: I am prepared to take steps to
ensure that this intention shall be carried out, namely, no prosecution will
lie on the same facts on which a penalty has been impoeed on the assessee

under this section.

Sarder Sant Singh: In view of this assurance, I beg leave of the House
to withdraw this amendmerrt.
The amendment was, by leave of the Assembly, withdrawn.

Babu Baijnath Bajoria: I move :

“That in sub-clanse (3) of clause 10 of the Bill, after the words ‘a pgnalt’y_ not
exceeding’ the words ‘half of’ be inserted.” B e ’

I do not go so far as ' my Honourable friend, Sardar Semt 8ingh, that no
penalty should be levied, but what I want is that the penalty should not
exceed half of the tax evaded. In a Bill of this type, which is a Bill of
heavy taxation, the amount of tax, if the penalty is equal to the tax—it:
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will amount practically to whole of the 100 per cent. of profits 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
fitty-fifty as my Honourable friend, Mr. Chambers, has put it. If my
amendment is accepted, it will be more than deterrent for any one 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. of the profit. I hope that my amendment will
be accepted.

H(li President (The Honourable Sir Abdur Rahim): Amendment
‘move

“That in sub-clause (3) gf clause 10" of the Bill, after the words ‘a penalty not
exceeding’ the words ‘half of’ be inserted.”

Mr. 8. P. Chambers: I am afraid I must oppose this amendment aiso,
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 tax-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 whois
of the profits without having any deduction for the excess profits tax payable.
I think, therefore, that the ratio is approximately 50: 50. I may add that

under the Tncome-tax Act the penalty is 13 times. I oppose the amend-
ment.

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

“That in sub-clause (3) of clause 10 of the Bill, after the words ‘a penalty not
exceeding’ the words ‘half of’ be inserted.”

The motion was negatived.

Mr. President (The Honourable Sir Abdur Rahim) : The question is :
“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 Lunch at Half Past Two of the Clock,
Mr. Deputy President (Mr. Akhil Chandra Datta) in the Chair.

Mr. Deputy President (Mr. Akhil Chandra Datta) : The question is :
““That clause 11 stand part of the Bill.”

Mr. Muhammad Nauman: Sir, I move:

“That in sub-clause (2) of clause 11 of the Bill, for the words ‘one hali thereof
or to ane-half’ the words ‘the full amount thereof or the full amount’ be substitated.’
The object of this amendment is that full relief to the extent of double
tuxation should be given to those merchants who are hawing their business
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in such foreign countries where their Goverhments have legislated 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 tax
in those foreign countries or in India whichever is less. I think equity
-demands that they should have full relief. = Otherwise double taxation
remains at least to the extent of half that they are compelled to pay under
the present Bill as it is.  Already, urder the income-tax, after the introduc-
ition of the world income system of taxation, they have to pay full one and
-again half income towards inecome-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
:a8 would rather involve them in further diffculties. T think risk of trade
in foreign countries has increased with war conditions and there are greater
-amounts 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
-a8  loss to the revenue by granting this full relief. I do not suppose it
will be at all large enough to make the Government feel shy of accepting
tthis 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.

T want to illustrate my point by quoting a concrete example to the House
in order to impress upon the House the hardship which will fall if Excess
Profits Tax is invoked in other countries and which is not very unexpected.
When I say foreign merchants having foreign trade, naturally it includes
dot of people. It is not only those Sindhis for whom my friend, Mr.
ZLalchand Navalrai, has been pleading. After the separation of Burma,
Aden and other places, which were parts of old India, all those people who
‘have been trading in those colonies will be sailing in the same boat and
80 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 ofher countries. Suppose & person trading in Java has a standard profit
6f Rs. 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 the
‘two countries, the approximate amcunt of excess profits tax and the income
‘tax payasble on this income would be as follows. Btandard Profit,
Rs. 1,00,000. Profit in chargeable year Rs. 1,50,000. Excess chargeable
Rs. 50,000. Tax at 50 per cent. in Indis, Rs. 25,000. Tax at 50 per cent.
in Java Rs. 25,000. Less 50 per cent. of tax paid ir. Java refund due in India
Rs. 12,500. The net Excess Profit Tax will be Rs. 87,500. Now, Honour-
able Members will see that it becomes really hard when they have to pay
Rs. 87,500 out of fifty thousand excess and they get no relief. Unless the
Government accept this amendment and give them full relief, that is to the
extent of Rs. 25,000 paid in Java, this will work as a great hardship in
countries where legislation similar to ours has been passed, or may be
passel. "With these words I move my amendment.

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

‘“That in sub-clause (£) of clause 11 of the Bill, for the words ‘one half thereof
«or to one-half’ the words ‘the full amount thereof or the full amount’ be substitated.’’
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Mr. 8. P. Chambers: 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 excess profits taxation, whereas clause 12 deals with  the:
aliowance of 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 a:
deduction for income-tax purposes, the whole of the foreign tax paid im
respect of profits arising in a foreign country whether that foreign country
is part of the British Empire or not. That amendment will be accepted
by Government if it is put, but this amendment to clause 11 would plaes:
us in rather an embarrassing position. The normal process of double taxa-
tion relief is for one country to grant part of the relief and for the other
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 Indis, without any effort on the part of the other

countries, would have to allow thg whole relief rior the excess profits tax
payable. . . '

Mr. Muhammad Nauman: May I interrupt? You said ‘‘without any
effort on the part of the other countries’’. I could not follow that. As a
matter of fact, if there is no legislation, this clause is useless.

Mr. 8. P. Chambers: May I point out that it says ‘‘allowing the fulf
amount’’. This amendment is not an amendment of sub-clause (1). Tt is

an amendment to sub-clause (2) of clause 11, and I will read the sub-clause:
so a8 to make it intelligible:

“(2) If any 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 laws:
of which do not provide for any relief in respect of excess profite tax charged 1in
British India, proves that he has paid excess profits tax under the laws of the said
country in respect of the same profits, he shall be entitled to the deduction from the
excess profits tax payable in British India of a sum (in the Bill it is one-half, in the

amendment it is the full amount) thereof or to one-half of the excess profits: tax pay-
able in the said country, whichever is the less.”

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
exchequer. That goes further than we could allow, because, under that
amendment, there will 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 would have to allow the whole of the relief, and the:
whole burden would fall on the Indian exchequer. That is the difficulty..
We have sympathy with the Honourable Member, but I think that by
allowing one-half here and allowing the whole tax paid, whether Indiam
or foreign, as a deduction for income-tax purposes in clause 12, we have
gone as far as we can reasonably go. Sir, I oppose the amendment.

Mr. Muhammad NMauman: In view of the very good explanation givew
by Mr. Chambers, I wish to withdraw the amendment. T appreciate the

point that it will give other countries no chance of making a settlemenk
with us.

_ T e
Mr. Deputy President (Mr. Akhil Chandra Datta) : Has the Honourable:
Member the leave of the House to withdraw his amendment?'
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Mr. Husenbhai Abdullabhai Laljes (Bombay Central Division: Muham--
madan Rural): I.rise on a point of order, Sir. I wished to speak on this-
smendiment, but in the meantime my Honourable friend, Mr. Muhammad
Nauman, has withdrawn it.

Mr, Deputy President (Mr. Akhil Chandra Detta): Is -the Chair to-
understand that the Honourable Member is opposing the leave being:
granted to withdraw the amendment?

Mr. Husenbhai Abdullabhai Laljee: Yes, if it comes to that, because L
am one of the seconders of this amendment and I wish ta speak on it.

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

Mr. Husenbhai Abdullabhai Laljee: 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 Governmente will not be prepared to make a
reciprocal arrangement with us. But so far as the Indian people are con-
cerned, may I draw the attention of Mr. Chambers to the peculiar position
in which we are. It is & fact that so far as the Imdian Government is
concerned, they are nowhere in the British Empire or outside barring Great
Britain! Nobody cares for us and nobody would care for us. There is-
nobody to represent us. It is only our poor merchants who are trading in
foreign lands on their own without any help or protection. Surely, those
persons who have to have any econnection with India they will certainly
make their treaties through Great Britain. But so 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 cases 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 countries
will try or care to make a reciprocal agreement with the Government of
India. This would have been a fair proposal if we were in the same position
as the Dominions. But that is not the case. 8ir, as I have repeatedly
said it is with a great handicap that we have 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 and Government Benchss.) My friends are
laughing. I am very sorry to see my friends laugh I feel very much that
they do so when they are in a comfortable position. When Europeans come
out from their countries, they have the advantage of Government support,
while I need not repeat the tale of our pitiable condition. I do not wish
to say more at this stage. - But I must say this that they ought not to
Jaugh but that they should be ashamed of themselves when they see that.
India bas nobody to-help or to support her. If we get any represen-
tation or representatives in our -country from the C(olonies or from
Great Britain, our Government is always ready to help them. Sir, this is
our position—most pitiable. I do not want to introduce any heat but,
surely, it is absurd to think that any little consideration will be shown to-
the Indian trader by those strong foreign Governments or that they will
ever reeiprocate or offer to give something out of their taxes. That is why-
I appesl to the Honourable the Finance Member to realise the actual ‘rue-
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position. Do not go by theory but realise the peculiar and pitiable position
of Indians and also the position of our Indian Government as the subordi-
nate Government of the British Empire.

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

“That in sub-clause (2) of clause 11 of the Bill, for the words ‘one ha.li'tuereo;!
or to one-half’ the words ‘the tull amount thereof or the full amount’ be substituted.

The motion was negatived.

Mr, Deputy President (Mr. 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.

Mr, Deputy President (Mr. Akhil Chandra Datta): The question is:
“That clause 12 stand part of the Bill.”

~

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

“That for sub-clause (2) of clause 12 of the Bill the following be substituted :

‘(8) There shall also be so deducted the amount of any excess profits tax payable
under any law in force in a country outside British India on the rrofita
of the business in respect of any chargeable accounting period to tne
extent that such profits arose in the said country, after diminishing such
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 deficiencies
of profits or under any corresponding law in force in the said country
without British India relief is given by way of repayment from excesa
profits tax chargeable for any chargeable accounting period previous to
that in which the deficiency occurs, the amount of the deduction allowed
under sub-section (I) or sub-section (2) shall not be altered, but the
amount repayable shall be taken into account in computing the orofits
and gains of the business for the purposes of income-tax as if it were a
profit of the business accruing in the chargeable accounting period in whica
the deficiency of profits occurs’.”

Bir, the amendment is a rather long one, but I shall explain its signifi-
«cance in a very few words. Sub-clause (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 provides 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 part of His Majesty’s Dominions
ghall also be deducted as expense. This also is good so far as it goes. But
the application of the principle should not stop at the frontiers of His
Msjesty’'s Dominions. What I urge is that this 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
in respect of Indian business carried on within the Dominions of His Majesty
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and the Indian business carried on in any foreign countrys. This i a Very
reasonable amendment and I hope my Honourable friend. Mr. Chambers,

-will accept it.
Mr. Deputy President (Mr. Akhil Chandra Datta): Amendment moved:

‘‘That for st‘lB-dause (2) of clause 12 of the Bill the following be substituted :

‘(8) There shall also be so deducted the amount of any excess profits tax payable

under any law in force in a country outside British India on the profits
of the business in respect of ani chargeable accounting veriod to the
extent that such profits arose in the said country, after diminishing such
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. goﬁcienciu
of profits or under any corresponding law in force in the said country
without British India relief is given by way of repayment from excess
profits tax chargeable for any chargeable sccounﬁni period previous to
that in which the deficieney occurs, the amount of the deduction allowed
under sub-section (I) or sub-section (2) shall not- be altered, but the
amount repayable shall be taken into account in computing the profits
and gains of the business for the purposes of income-tax ae if it were a
profit of the business accruing in the chargeable accounting period in which

» oy

the deficiency of profits occurs’.
“The Honourable 8ir Jeremy Raisman: I accept the amendment.

“Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:
~“‘That for mb:clcuso kz) of clause 12 of the Bill the following be substituted :

‘(#) There shall also be so deducted the amount of any excess profits tax payable
under any law in force in a country outside British India on the profits
of the business in respect of any chargeable accounting period to the
extent that such profits arose in the said country, after diminishing such
amount by any amount which is allowable by way of relief by repayment,
set off or otherwiee 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 cha.rgeg in British India :

Provided that where, under the provisions of this Act relating to deficiencies
of profits or under any corresponding law in force in the said country
without British India relief is given by way of repayment ffom excess
profits tax chargeable for any chargeable accountimg period previous to
that in which the deficiency occurs, the amount of the deductivn allowed
under sub-section (I) or sub-section (2) shall not be altered, but the
amount repayable shall be taken into account ia computing the jrofits
and gains of the business for the purposes of income-tax as if it were a
profit of the business accruing in the chargeable uccounting period in which
the deficiency of profits occurs’.”

The. motion was adopted.

Mr. Depgty President (Mr. Akhil Chandra Datta): The question is:
“‘That clause 12, as amended, stand part of the Bill.” )

The motion was adopted.

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

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:
“‘That clause 13 stand part of the Bill.”
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Dr. P. N. Banerjea: 8ir, I beg to move:
“That to sub-clause (2) of clause 13 of the Bill the following f)mviso .be'_uﬂde_-_i. v

‘Provided that the Excess Profits Tax Officer shall not require the production of

any accounts relating to a period prior to the _3’9“_..1955‘:_561'-."_“ v

Sir, sub-clause (2) of clause 13 gives power to the Excess Profits Tax
Officer to cail for accounts without any limit of time. Now, if we look ak
the 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 Bill it was settled when the Income-tax Act was passed that

three years was a reasonable period of time. Now, why should we not stick
to that limit?

There is another important consideration in this regard. Clause 22(b)
of the Bxcess 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 Income-tax Aci by the backdoor. That would not be a very
desirable state of things. -

I 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-
ment. If, however, it has been a ‘deliberate aet on the peart. of the Govern-
ment, it deserves the strongest condemnation, because for sometime past
the feeling has been sbroad that the Governthent has not - beem guite:
straightforward in its dealings. The Government should now do their best
to remove such a feeling. I hope the Government will find their way to-
accept my amendment.

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

“That to sub-clause (2) of clause 13 of the Bill the following proviso be added :

‘Provided that the Excess Profits Tax Officer shall not require the production of’
any accounts relating to a period prior to the year 1935-36"."

The Honourable Sir Jeremy Raisman: I accept the amendment.

i .
Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:
“That to sub-clause (2) of clause 13 of the Bill the following provise be added :

‘Provided that the Excess Profits Tax Officer shall not require the production of
any accounts relating to a period prior to the year 1935-36".”

The motion was adopted. i

Mr. Lalchand Navalral (Sind: Non-Muhsmmadan Rural): Sir, I beg to
move:

“That to sub-clause (2) of clause 13 of the Bill the following ' proviso ‘be ‘added :

‘Provided that in respect of. profits accruing eor arising withent British India the.
Excess Profits 'ax Officer may not require production of account books-
maintained at the places of busingss without Britigh ¥ndia if statewyents-
of accounts verified by affidavit of the tax-payer or any other person om
his behalf are produced’.”
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Under the Income-tax Act, a notice is given to the taxpayer for sub-
‘g'py,  nitting returns and the same kind of notice is given under
. clause 13 of this Bill for filing returns within 60 days, this
period being fixed by the Select Counnittee. Further, sub-clause (2) says:

' **(#) The Excess Profits Tax Officer may serve on any .person, upon whom a notice
has been served under sub-section (7). a notice requirimg him on a date to be therein
specified to produce, or cause to be produced, such accounts or documents as the
Excess Profits, Tax Officer may requir¢ and may from time to time serve further
aotices in like manner requiring the production of such ‘further accounts or docaments
or other evidence as he ‘may require.” -

The difficulty in the matter of account books has been mentioned to
the House not only now but even at the time of the new Income-tax Act.
Now, due to the war, the difficulty is greater because people do not get
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
merchants and specially Sindhi merchants keep their accounts in a parti-
cular way and auditing consists in the Mansager going there after two or
three years and going through the accounts. Again, these accounts will
be of no use to the officers and so their production should not be insisted
upon. What I ask in my amendment is for some facility to satisfy the
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 and for swearing &
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, as under the
Income-tax Act. But in those parts even to get aydited accounts in these
days is difficult owing to lack of qualified auditors.” So I submit 1t should
not be insisted on, specially when an affidavit is produced before the Excess
Profits Tax Officer. As Government are showing reasonableness on certain
amendments I hope they will see the reasonsbleness of, $hig smendaeent
end accept it.

i

Mr. Deputy President (Mr. Akhil Chardra. Datta): Amendment
moved: .
“That to sub-clause (2) of clause 13 of the Bi!l thgefollowing proviso be added :

‘Provided that in respect of profits accruing or 'arising witho‘ui Brtitsh Andik the
Excess Profits Tax O\%cer may not require production of account iwokhe
maintained at the places of business without British Tndia if statements
of accounts verified by affidavit of the tax-pzyer ecw asy other pezson on
his behalf are produced’."

Mr. 8. P. Ohambers: Sir. when the Income-tax Amendment Bill was
under discussion 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 it went a
little too far. He gave an assurance that instructions would be issued
to all Tncome-tax Officers that the foreign books should not be ‘called for it
audited statements of accounts could be produced or—he went much fur-
ther,—if the assessment could be determined in any other way without
calling for the books. That goes further. because in somé cases the
verified statement of accoiints might not be the proper kind of evidence.:
And. in fact. if there wete no accounts maintaiped in exceptiomal cirerrms-
tances, the assessée could hot produce anything 'and ‘this amvéndinésit' would
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not help him. I think, Sir, the method 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. Lalchand Navalrai: Will the Honourable Member allow me to
amend it accordingly, so that there may be a statutory provision?

Mr. S. P. Chambers: I was explaining that it is difficult to make this
a matter 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. Lalchand Navalrai: Sir, I will accept the assurance, and I take it
that the Honourable Member will issue instructions in the way he has
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 Honourable Members: Yes, yes.
The amendment was, by leave of the Assembly, withdrawn.

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:
“That clause 13, as amended, stand part of the Bill.”’

The motion was adopted. e
Clause 13, as amended, was added to the Bill.

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:
‘“That clause 14 stand part of the Bill.””

Babu Baijnath Bajoria: 8ir, I 1nove :

“That to sub-clause (3) of clause 14 of the Bill the following proviso be added :

‘Provided however that in the case of registered firms the assessment will be
made on the partners thereof in accordance with the provisions of the
Indian Income-tax Act, 1922’.”

This is an important amendment. Sub-clause (3) reads:

““Where two or more persons were c: g on the business jointly in the charge-
able acoounting period, the assessment shall be made upon them jointly and, in the
case of a partnership. may be made in the partnership name.” )

It means that even if the business is carried on in partnership, either
as 8 registered firm or an unregistered firm, or whether the business is
carried on by an association of individuals, still the assessment will be
made jointly and no consideration will be given that the business is
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carried on by different individuals or partners. I am leaving out the case
of the association of individuals: I am also leaving out the case 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
a Hindu joint family also should be assessed separately, because we
fought that battle on the Indian Income-tax Amendment Bill and lost..
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 1 do not understand how in this case the Government
wants to assess the profits of the business in a lump sum and do not want
to assess the individual partners separately. This will mesn a very real
hardship to the partners of the firm. I will give an illustration. Suppose:
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 with the joint efforts of the four-
partners and so each partuer gets only Rs. 15,000 as his share, if their-
share is equal. Whereas in the standard period their personal standard
profit was Rs. 10,000 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 an
excess profit of Rs. 20,000 and they are entitled to get half of that amount.

This is absolutely unjust and unfair. If one person makes an excess

profit of Rs. 10,000—supposing he made 80,000 before and he makes
40,000 now, then he will be charged excess profits tax ¢n the excess of
10,000: whereas in this case, because he is doing business in partnership

with others and even if his share is anly 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. 86,000—it was very 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.
firms, but that concession of 6,000 rupees was given to individuais as well
as to partnership and to all assessees. But that is very small compensa-.
tion—practically nothing compared to the just rights of the partners of a.
registered firm.

There is another difficulty which 1 have not been able to understand..
In the definition section, clause 2, it is said:

«Provided further that all businesses to which this Act applies carried on by the
same person shall be treated as one business for the purposes of this Act.”

I quite agree that if a person does several businesses, the businesses
should be taken together and assessed collectively; but in the case of
partnership, supposing one firm consists of persons A, B and C and in
another firm the partners are A, B and D and ir a third firm the partners
are A, C and D, how is the 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, B and C separately, so that A, B and C ean
be properly assessed on the profits which they have each made during the
chargeable uceounting period? This is a very important point. I would
like this to be explained.
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Then, there may be different partners in a firm and the business may

“be carried on in different places; they will have to calculate the profit of
‘separate individuals: but sre they going to assess the firms? A firm 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 easiest course and the most equitable course
-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 temporary or permanent, because when any income-tax is levied
‘it is generally said to be temporary, but somehow it always remains as a
permanent measure. The same thing happened with regard to the sur-
charges on income-tax and super-tax, and they were at last incorporated
‘in my Honourable friend, Mr. Chambers’ slab system with compound
‘interest . . . . . -

The Honourable Sir Muhammad Zafrullah Khan (Leader of the
House): It will not pay the Governmeént to make this a permanent
-measure, I assure you. '

Babn Baljnath Bajoria: Sir, I commend this ' amendment for the
-acceptance of the House.

1:rd. Deputy President (Mr. Akhil Chandra Datta): Amendment
-moved: '

““That to subeclange (3) of clause 14 of the Bill the following pr;)v'iso be added :

“Provided however that in the case of registered firms the assessment will be
made on the partners thereof in accordance with the provisions of the
Indian Income-tax Act, 1082’

‘Mr. Muhammad Aszhar Ali (Lucknow and Fyzabad Divisions: Muham-
‘madan Rural): Sir, T have not been able to follow my friend, Mr. Bajoria’s
arguments in support of his amenfiment. How can you differentiate
between his groposal and the proposal about other companies? If there
are a hundred shareholders in a company, is it intended that each share-
holder should be assessed separately in a company?

Babu Baijnath Bajoria: I have already stated that in my first speech,
-and so I did not repeat it. ' C

Mr. Hmmmadhhlr Ali: You ought to have explained it. If you
want that this principle should be applied. it ought to be applied to every
-shareholder of every company.

Babu Baijnath Bajoria: That is a corporation tax.

Mr. Muhammad Aghar Ali: But it ought to apply to everv shareholder
-of every company. '

ra ,::,bmm 1 gavglr?l; Just ashunder the Income:tax Act when the -
are registered, : . e
-that happen her%am ormoy ) e © erged aGOOrdm‘g "ﬁthelr share; will
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Mr. Muhammad Azhar Ali: That is for the Government .to -decide,
ut I don’t see much force in the arguments of my friend, Mr. Bajoria.

Babu Baijnath Bajoria: On a point of personal explanation, Sir. As
‘regards the question of shareholders, I stated in my first speech on the
.general discussion of this Bill that the shareholders cannot claim that,
because the tax will be levied as a corporation tax just as supertax is
levied, and it is not refunded to the shareholders.

Mr. Lalchand Navalrai: Sir, if I intervene in this debate, it is only to
-point out a way out of the difficulty. Under the Income-tax Act, if a
firm is registered and the partners show their shares separately, then the
‘income-tax is assessed on each partner’s share, and a particular share
‘may be excluded if it is to be excluded. The same principle will apply
‘here too. As my friend said, every partner will require that it should be
made separately. Why not, T ask? It can ke 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
-also they may register their firms with the Excess Profits Tax officer. I
‘think there should be no difficulty in accepting this amendment. '

The Honourable Sir Jeremy Raisman: Sir, T am afraid that the hard-
ships which my friend, Mr. Bajoria, apprehends to partners would pale
into insignificance beside the hardships to which the revenue would be
-subjected if his amendment were adopted and if every additional partner
in 8 firm could bring with him.  an immunity of Rs. 80,000 from Excess
Profits Tax.- I realised that there was some force in Mr. Bajoria's first
-case as put to the House, and I was ready to advance the exemption
limit from Rs. 20,000 in the first instance to Rs. 86,000 as it is now, and
T made it clear this morning that this was one of the reasons, and to this
extent Mr. Bajoria may regard himself as a public benefactor, because
the case he has put was very prominently 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 serious .effect not only on the revenue, but on the administration of
the Act. Sir, I oppose the amendment.

Babu Baijnath Bajoria: What about the firms?

. The Honourable Sir Jeremy Raisman: 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 sub-clause (3) of clause 14 of the Bill the following proviso be added :

‘Provided however that in the case of registered ﬁm}s the assessment will be
made on the partners thereof in accordance with the provisions of the
Indian Income-tax Act, 1922'.”

.

The motion was negatived.



1382 LEGISLATIVE ASSEMBLY [19TE Mar. 1940

Bhai Parma Nand: Sir, I move: v

“That after sub-clause (4) 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 lines out of the Excess Profits Tax as they get mader
the Income-tax Act’.”

Sir, this is a very simple amendment. Under the Income-tax law the:
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 charged
to the company, are allowed a refund from the income-tax 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 conditions are to be
taxed, and the second is this that the companies making profits below
Rs. 80,000 or Rs. 36,000 are exempted from that taxation.

Now if a shareholder who gets only a small suin by way of dividend,
say a thousand or two thousand rupees a year,.is taxed sccording to the
Excess Profits Tax ratio, that means that all those profits much below
Rs. 80,000 or Rs. 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,
gshould 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. 30,000
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 business men who make much income during the war,
though amounting to less than Rs. 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 shareholders 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 snd I commend
it to the Honourable the Finance Member.

K

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

“That after sub-clause (4) of clause 14 of the Bill the following be added : _

‘(5) That small sharehoiders in the registered limited companies shall be éiven
refund on the same lines out of the Excess Profits Tax as they get under
the Income-tax Act’.”

Mr. Lalchand Navalrai: The former amendment dealt with the partners:
in a registered firm. Now, this amendment does not deal with general
partnerships, but the words used are ‘‘small shareholders’’. and my Hon-
ourable friend. Bhai Parma Nand, has explained that phrase, that if s
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partner’s share comes to Rs. 2,000 or 3,000 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.

-

An Honourable Member: What is the meaning of small shareholders?

Mr, Lalchand Navalrai: The Government can make a definition and we
shall have no objéection 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 thirigs is going to be absent from this
Excess Profits Tax Bill and there is no reason for it. Justices 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 shareholders, 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 require it.

]

Mr. Husenbhai Abdullabhaj Laljee: 1 have some difficulty in support-
ing this amendment, but it is but fair that small shareholders should be
protected. 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 small shareholder. That is my difficulty, but Gavern-
ment can devise ways and means of defining what is really méant by a
small shareholder, that is, a person of small means or a person 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-
holderg who are not ordinarily charged to income-tax or those persons who
are ordinarily charged to income-tax on Rs. 2,000 and not more—some
such thing may solve the difficulty. SBome 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 lay dowr their activities of
their business and so far as ordinary partnership firms are concerned it is
not so and there is a lot of difference. In partnership firm in one business

_they make money, and in another they lose. T am very sorry that Pandit
Krishna Kant Malaviya is absent, otherwise one of his anpeqdments was
really very important so far as Indian overseas partnership is concerned
and T can only appeal at this juncture to the Honourable the Finance
Member. He has, of course, shown fair consideration with regard to the
producing of books, with regard to Indian foreign business apd the
assurance that has been given is quite fair. I do hope that he will also
consider this Indian foreign partnership with regard to the partnership
firms, when there are partners who are non-resident . . . . . .

The Honourable Sir Jeremy Raisman: The Honourable Member is
speaking to an entirely different amendment. 9
D
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Mr, Husenbhai Abdullabhaj Laljee: In that case I will withdraw, but
1 only wish to say that hard cases may be favourably considered, both
regarding Indians in India and outside.

The Honourable Sir Jeremy Raisman: The Honourable the Mover said
that this case was different from the partnership case. It is, and, in my
opinion, it is infinitely weaksr. Since I am opposed even to the amend-
ment of my Honourable friend, Mr. Bajoria, I certainly could not accept
an amendment of this kind, 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 shsreholders
seems to me to be entirely inappropriate to this special tax. Sir, I oppose
the amendment.

Bhai Parma Nand: Why do you exempt all private business who
make, say, Rs. 5,000 a year excess profits on account of the war?
(No reply.)
Mr. Deputy President (Mr, Akhil Chandra Datta): The question is:

“That after sub-clause (4) of clause 14 of the Bill the following be added :

‘(5) That emall ghareholders in the registered limited companies shall be given
refund on the same lines out of the Excess Profits Tax as they get nunder
the Income-tax Act’.”

The motion was negatived.

Mr. Deputy President (Mr. Akhil Chandra Datta):’ The question is:
“That cleuse 14 stand part of the Bill."”

The motion was adopted.

Clause 14 was added to the Bill.

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:
“That clause 15 stand part of the Bill.”

Babu Baijnath Bajoria: Sir, T 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 has been mentioned in this clause has been given as five, years
whereas in the Income-tax Act it is four years.

An Honourable Member: It means four vears.

Babu Baijnath Bajoria: Tf it is four years, then I have no objection.
Yor the sake of uniformity, the same number of years should be there. [f
T am wrong I will be prepared to withdraw my amendment. Sir, I move.

Mr. Deputy President (Mr. Akhil Chandra Datta): Amendment

moved :
“That in clause 15 of the Bill, for the word ‘five’ the word ‘four’ be substituted.’’
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Mr. 8. P. Chambers: Sir, this amendment has been moved on a.mis-
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
basis of the income of the previous 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-
vision that re-assessment can be made for five years after the end of the
accounting period, that time limit is the same as in the Income-tax Act.
Perhaps after this explanation the Honourable Member will see fit to
withdraw his amendment.

Babu Baijnath Bajoria: In view of the explanation given, I would like
to withdraw this amendment.

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

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:
“That clause 16 stand part of the Bill.”

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

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:
‘“‘That clanse 16 stand part of the Bill."” .

Sardar Sant Singh: Sir, I move:

‘‘That in part (a) of sub-clause (I) of clause 16 of the Bill, before the words ‘the
amount’ the word ‘one-fourth’ be inserted, and, after the existing provisc to the gub-
clause. the following further proviso be added :

‘Provided further that the penalty under this section shall in no event exceed
the sum of Rs. 10,000°.” ’

Under clause 16, certain penalties are provided for two acts. Ome is,
if, without reasonable cause, the assessee fails to furnish tke return requir-
ed, under sub-section (I) of section 13, and the other relates to furnishing
deliberately inaccurate particulsrs of profits or capital. Unde: 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 ig liable to penalty of the amount of excess profits tax which
would have been avoided if the return had been accepted as correct. Then,
further on, in sub-clause (2) of this section, 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 penal law of the country, will be
applicable or not. This was the discussion this morning in relation to
another clause, 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 the case govern
the penalty that is levied. But, taking all the circumstances into con-
sideration, one fact is clear, that ten thousand rupees is sufficient penalty
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for any such negligence or offence which may be discovered later on by
the taxing officer. 1 suggest, therefore, that in the circumstances !;he
majesty of the law will be fully vindicated by the maximum penalty being
at rupees ten thousand. Sir, I move.

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

“That in part (a) of sub-clause (I) of clause 16 of the Bill, before the words ‘the
amount’ the word ‘one-fourth’ be inserted, and, after the existing proviso to the suh
clause. the following further proviso be added :

‘Provided further that the penalty under this section shall in no event exceed
the sum of Rs. 10,000°.”

Mr. M. 8. Aney: 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. 8o, what
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 are,
they are not merely deterrent, but they are really oppressive. I will
characterise them as oppressive. Bo, 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—I 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. Ohambers: 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
income-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 penalties, an organisa-
tion was to be set up to see that all penalties were ‘‘vetted’'—that was
the expression used—or examined at headquarters to see that none of
them were either unduly 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
be may wish to show good results by imposing high penalties so that he
may be regarded as a very good and efficient officer. That is a weakness
which is difficult to stop, but a Headquarters officer, who is examining the
work of another officer is in a different position, and a senior Headquarters
officer will examine all penalties, however large and however small.

Babu Baijnath Bajoria: Has he refunded any penalties?

Mr. S. P. Chambers: No, on the contrary, the penalties are not im-
posed until they are examined, and I can say that in quite a large number
of 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 Headquarters officer who examined the case came te: the con-
clusion that the mistake was a genuine one of ignorance or a petty mistake
of negligence and not a deliberate attempt to avoid tax. In all these
«cases, the penalties have altogether been cancelled.

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

Sardar Sant Singh: Where do you draw the line between the vindictive

I

punishment and the right punishment’

Mr. 8. P. Chambers: ' 'There is no attempt whatever to award vindic
tive punishment. The whole object is to avaid the imposition of any
vindictive penalty, and I think what 1 have said about the examination
of these cases at the Headquarters is sufficient to show 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

at the Headquarters.

Sardar Sant Singh: Suppose you want to have a vindictive punish-
.ment, what limit will you fix?

The Honourable Sir Jeremy Raisman: The Honourable Member had
better look at-some of the penalties that are provided under the Sea
Customs Act. Sometimes they are as much as three times the duty
involved. '

Mr, 8. P, Chambers: I now come to the second part of the amend-
ment which provides that the penalty should in no event exceed
Rs. 10,000. I am afraid this is very much like one law for the rich and
another one for the relatively poor. If & man avoids ten lakhs of excess
profits tax, then a penalty of Rs. 10,000 will be. very insignificant. More-
over, there is always this to be borne in nind that the Excess Profits Tax
Officer may not have found the whole tale even when he has imposed his
penalty. There may still be an item which is not discovered. In that
event, if the amount of tax is of the order of lakhs, the imposition of
Re. 10,000 would probably still leave a very large margin of profit to the
assessee. For that reason, the maximum of Re. 10,000 is altogether in-

appropriate.

Mr. M. 8. Aney: Are you prepared to accept the first part of the
amendment ? ’

Mr. 8. P. Chambers: No.
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Mz, Deputy President (Mr. Akhil Chandra Datta): The question is:

“That in part (a) of sub-clause (I) of clause 16 of the Bill, before the words ‘the
smount’ the word ‘one-fourth’ be inserted, and, after the existing proviso to the sub-
clause, the following further proviso be added :

‘Provided further that the penalty under this section shall in no event excesed
the sum of Rs. 10,000’.”

The motion was negatived.

Babu Baijnath Bajoria: Sir, I beg to move:

“That in part (a) of sub-clause (I) of clause 16 of the Bill, before the words ‘the
amount’ the words ‘half of’ be inserted.”

Sir, my amendment is much better than that of Sardar Sant Singh.
Instead of ope-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.

Mr. Deputy President (Mr. Akhil - Chandra Datta). Amendment
moved :

“That in part (a) of sub-clause (I) of clause 16 of the Bill, before the words ‘the
amount’ the words ‘half of’ be inserted.”

Mr, 8. P. Chambers: The Honourable Member has very kindly agreed
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 President (Mr. Akhil Chandra Datta): The question is:

“That in part (a) of sub-clause (I) of clause 16 of the Bill, before the words ‘the
amount’ the words ‘half of' be inserted.”

The motion was negatived.

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:
“That clause 16 stand part of the Bill.”

The motion was adopted.

Clause 16 was added to the Bill.

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:
“That clause 17 stand part of the Bill.”
Mr. S. P. Chambers: Sir, I move: .

“That in sub-clause (2) of clause 17 of the Bill, for the word ‘thirty’ the word
“forty-five’ be substituted.’

Sir, this is merely a drafting error, and I want to correct it by moving
this amendment.
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Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:
- “That in sub-clause (’9’ of clause 17 of the Bill, for the word ‘thirty’ the word
‘forty-five’, be substituted.” ‘ .

The mogion was adopted.

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:
“That clause 17, as 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 Chair.] :

Mr. President (The Honourable Sir Abdur Rahim): The question is:
‘‘That clause 18 stand part of the Bill.”

Dr. P. N. Banerjea: Sir, I beg to move:

“That after sub-clause (2) of clause 18 of the Bill the following new sub-clause be
imserted and the subsequent sub-clause be re-numbered accordingly :

‘(8) Any person aggrieved by the decision of the Commissioner may appeal to
the High Court within thirty days of such decision’.” v PP

We bave heard a good deal about equity and justice in vonnection
tp.w With this Bill. Sir, when it is the desire of the Government
) 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 appeal to the
Commissioner. Now, Sir, an Appellate Excess Profite Tax Commissioner
ns well as Excess Profits Tax Commissioner belongs tc the department
which is under the Central Boaurd of Revenue. 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-gatherer.
Besides, the pay, promotion and prospects of these officers depend upon
the good wishes of the Board of Revenue. So long as the Board of
Revenue decides the claims of promotion, etc., sll officers will naturally
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 fribunal is to be set up, but it has not vet
been done. Probably it will be set up a year hence. Now, during that
time there will be no real appeal to a court of justice. I desire to empha-
size the necessity of appeal tn a court of justice. The High Court is the
most competent court to take up these appeal cases. (Interruption.)
There is an appeal on question of law in regard to income-tax cases, but
that has not been provided for . . . . . .

Mr. S. P. Chambers: May [ explain to the Honourable Member that
clause 21 provides that?

Dr. P. N. Banerjea: If that be 80, T stand corrected. Put it is desir-
able that on questions of fact also there should be an appeal and if this
concession is made by Government a great deal of the unpopularity of the
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new tax will go away. It may be said that it is & 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 confidence and in
order that justice may be properly and fairly done, I urge strongly that an
appeal to the High Court should be provided. : .

Mr. President (The Honoursble Sir Abdur Rahim): Amendment
moved : '

“That after sub-clause (2) of clause 18 of the Bill the following new sub-clause be
inserted and the subsequent sub-clause be re-numbered accordingly :

“(3) Arg person aggrieved by the decision of the Commissioner may appeal to
e High Court within 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 brought into this
Bill under clause 21, so that there 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 fact and the attitude on this
ie 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 Honour-
able Member suggested that the appellate Assistant Commissioner would
in all cases be prejudiced against the zssessee, because his prospects of
promotion would depend upon the amount of revenue he oktains for the
Government or the amount of revenue which he prevents the Government
from losing under appeals.

Dr. P. N. Banerjea: That will be the angle of vision.

© Mr., S. P. Ohambers: I should like to say, first of all, that that
attitude is not the attitude of persons responsible for making promotions
of appellate Assistant Commissioners, who are very senior officers of the
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
Central Board of Revenue may interfere with the discretion of the appel-
late Assistant Commissioner in the exercise of his appellate functions.
That is being put in in order to make it quite clear that the appellate
Assistant Commissioner should act judicially and should not have the
interests of revenue in mind. He should get the correct result and not
merely try to overassess.

Then, 8ir, as to the setting up of an appellate Tribunal; one must be
set up before the 1st April next year. An undertaking has been given, and
I think it is stated in the Select Committee Report that it would be set
up as soon as possible. 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, so that the number of cases which are likel
to go to appeal before an appellate Tribunal is set up is likely to be smnl{
As far as possible the provision that an assessee should go before an in:
dependent appellate Tribunal is being made effective as soon as possible.
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1
_ Then, Bir, as to the way in which difficult questions of fact are dealt
with for excess profits tax purposes, there are several very difficult ques-
tions of fact, and it is for that reason that there is a right of appeal on
these questions to Boards of Refcrees. I am referring to the provisions of
<lause 6 where the assessee claims that he made unduly low profit in his
standard period. That is not a gquestion 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 a 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
8, where parts of business have been tranmsferred, there again there i a
right of appeal to the Board of Referees.- I suggest, therefore, that the
righte 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 deslt with, and any extension given to the High Court's
jurisdiction on matters of detail affecting questions of fact would clutter
up the administration in quite an unwarranted manner. Sir, I oppose.

Mr. Lalchand Navalrai: Sir, I support this amendment. An appeal
lies from the Assistant Commissioner to an appellate Assistant Commisr-
sioner and now what is asked for is a right of second appeal. It is urged
on the other side that the case can be submitted to the High Court as
under the Income-tax Act. But questions 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? Tt is said that under the Income-
tax Act a tribunal must be set up. In that case I submit that until then
these decisions against which appeals would otherwise go to the High
Court may, in the meantime, go to the High Court. Why should the
peoplé 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 acceptsnce of this
suggestion will give the relief which is asked for in thig amendment.

Mr. President (The Honourable Bir Abdur Rahim): The question is:
“That after sub-clanse (£) of clause 18 of the Bill the following new sub-claus be
inserted and the subsequent sub-clause be re-numbered accordingly .
‘(3 An rson aggrieved by the decision of the Commissioner may appesl to
@ the "High Coart within thirty days of such decision".”

The motion was negatived.

Mr, President (The Honourable Sir Abdur Rehim): The question is:
“That clause 18 stand part of the Bill."”

The motion was adopted.
Clause 18 was added to the Bill.

Mr. President (The Honourable Sir Abdur Rahim): The question is:
““That clause 19 stand part of the Bill.”

Mr. 8. P. Chambers: Sir, I move:

“That in sub-clause (#) of clause 19 of the Bill, for the words ‘any person wade
tiable under this Act for the payment of excess profits tax, or any Excess Profits Tax
Officer’ the words ‘any Excess ts Tax Officer or any person in respect of whose
business an order under section 14 has been passed’ be substituted, and after the words
“Appellate Assistant Commissioner’ the words ‘under section 16 or section 17' be

inserted.”’
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The object of this amendment is to make it possible for the assessee to
appeal even where there is no excess profits tax payable. The Bill pro-
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 ncw been amended, so that in all cases there is a
right of appeal. It is merely a drafting point.

Sir, I move.

Mr. President (The Honourable Sir Abdur Rehim): The question is:

“That in sub-clause (2) of clause 19 of the Bill, for the words ‘any person made
liable under this Act for the payment of excess profits tax, or any Excess Profits Tax
Officer’ the words ‘any Excess Profits Tax Officer or any person in respect of whose
business an order under section 14 has been passed’ be substituted, and after the words

‘Appellate Assistant Commissioner’ the words ‘under section 16 or section 17° he
inserted.”’

The motion was adopted.

Mr. President (The Honourable Sir Abdur Rahim): The question is:
“That clause 19, as amended, stand 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.

Mr. President (The Honourable Sir Abdur Rahim): The question is
““That clause 26 stand part of the Bill.”

Mr. S. P. Chambers: Sir, I move:

“That in the proviso to sub-clause (I) of clause 26 of the Bill, before the words
‘the capital’ the words ‘the average amount of’ be inserted.”

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

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

“That in the proviso to sub-clause (I) of clause 26 of the Bill, before the words.
‘the capital’ the words ‘the average amount of’ be inserted.”

The motion was adopted.

Babu Baljnath Bajoria: Sir, I move:

“That in part (a) of sub-clause (2) of clause 26 of the Bill, for the word and
figures ‘December, 1938’ the word and figures ‘September, 1937’ be substituted.'*

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, 1937, so that companies which started

business two years before the chargeeble accounting period under this Act
begins will get 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 Finance
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 case; or
whether in cases of hardship the Excess Profits Tax Officer 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 iike the date to be changed from 1st Decem-
ber, 1938 to 1st September, 1937. This is a modest amendment and I
think the Government will see their way to accept it.

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

“That in part (a) of sub-clause (2) of clause 26 of the Bill, for the word and
figures ‘December, 1938’ the word and figures ‘September, 1937' be substituted.”

Mr. S. P. Chambers: Sir, this sub-clause gives power to the Central
Board of Revenue to give relief in certain special circumstances. The nb-
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 business is very small, and, therefore, a percent-
age on capital might be a quite ridiculous standard profit. Let me take
the example of a broker in a jute exchange or produce exchange or some-
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 standard 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 s}t
least nine months between that date and the 1lst September, 1939, and it
was thought at that time that there would be in those cases an available
standard 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 t-hap
the 31st March, 1939, and not on the 1st September, 1939. For this
reason, the date, the 1st day of December, 1938, should, there_fore, go back,
at least as far back as July, 1938, so that there is at least mne.n.lonths of
available standard period. To go back beyond that would be giving extra
relief in cases where, although special circumstances were present, there
are available standard periods, and, therefore, the ordinary process of ap?esl
against the profits of a standard period would be more appropriate. What
I would like to suggest therefore is that al!;hougl.l we are unab!e to accept
the date suggested by my Honourable friend, if he could, with the per-
mission of the House, substitute for his date, the date 1st day of July, 1938,
we could accept that amendment. May I ask t!w Honourable Member
whether he will be prepared to accept that suggestion?

Babu Baijnath 3’3101-13; I am prepared to accept that suggestion. 8ir.

may I substitute the words *‘1st July, 1938" for ““Beptember, 19877

Mr. President (The Honoursable Sir Abdur Rshim): The amendment
has to be withdrawn and a fresh amendment moved.
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Babu Baijnath Bajoria: All right, Sir. I beg leave of the House to-
withdraw my amendment. s

Mr. President (The Honourable Sir Abdur Rahim): Has the Honourable:
Member the leave of the House to withdraw his amendment?

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

Babu Baijnath Bajoria: Sir, I move:

“That in part (a) of sub-clause (2) of clause 26 of the Bill, for the word and
figures ‘December, 1938’ the word and figures ‘July, 1938’ be substituted.”

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

“That in part (a) of sub-clause (2) of clause 26 of the Bill, for the word and
figures ‘December, 1938’ the word and figures ‘July, 1938’ be substituted.”

The motion was adopted.

Sardar S8ant Singh: Sir, I mcve
“That after part (b) of sub-clause (2) of clause 26 of the Bill, the following be
inserted :

‘(c) that the business is of a pioneer nature, that is to say, is concerned with an:
industrial process or a form of manufacture or production not undertaken
in British India before the 1st day of April, 1932, and has not been in
existence long enough to have pald income-tax for the previous year as
determined for the purpose of the income-tax assessment for the 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, may be pleased to consider the case of the nascent industries .also.
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 Finance Member is fully aware of the anxiety of the small industries
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 amendment
is accepted . . . . .

.8ir H. P. Mody: Do not raise too many hares,

Sardar Sant Singh: All right, Sir. Without raising any other points, I
move my amendment. ’

Mr. President (The Honouratle Sir Abdur Rahim): Amendment moved:
“That aftsr part (b) of sub-clause (#) of clause 26 of the Bill, the following be
inserted :

‘(c) that the business is of a pioneer nature, that is to say, is concerned with an
industrial process or a form of manufacture or production not undertaken
in British India before the 1st day of April, 1832, and has not been in
existence long enough to have paid income-tax for the previous year as
determined for the purpose of the income-tax assessment for the vear
heginning on the 1st day of April, 1837".” '
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) The Honourable Sir Jeremy Rajsman: 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
asliit;f 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 (2) of clause 26 of the Bill, the following be
inserted :

‘(c) that the business is of a pioneer nature, that is to say, is concerned with an
industrial process or a form of manufacture or production not undertaken
in British India before the lst day of April, 1932, and has not been in
existence long enough to have paid income-tax for the previous year as
determined for the purpose of the income-tax assessment for the year
beginning on the 1st day of April, 1837".”

¥

The motion was adopted.

Sardar Sant Singh: Sir, I move:

‘“That in sub-clause (3) of clause 26 of the Bill, for the word ‘either’ the word ‘any”
be substituted.’’

Sir, my proposal is that the word ‘either’ is not applicable and the
word ‘any’ is the proper word and it will be applicable.

Mr. President (The Honourable Sir Abdur Rehim): Amendment moved:

. “That in sub-clause (3) of clause 26 of the Bill, for the word ‘eithét’ the word ‘any”
be substituted.”

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

Mr. President (The Honoursble 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 substituted.’’

The motion was adopted.

Sir Abdul Halim @Ghuznavi (Dacca cum Mymensinrgh: Muhammadan
Rural): Sir, I move:

‘“That in part (a) of sub-clause (8) of clause 26 of the Bill, after the words ‘or
repairs' the words ‘or replacement of original asset’ be irserted.’’ -

Sir, the shipping industry is in its infancy in Jndia, 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 instance. 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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Bhipping and the Liverpool Steamship Owners’ Association mention this.
It is vetry important, and I should like 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 sﬁould be treated as capital employed in the busiaess,
as far as the proceeds from sales or losses are concerned, if the investments are applied
to the purchase of new tonnage within a period of say 6 years. In the administration
of the old Excess Profits Duty the practice was to allow the invested proceeds as
capital employed in the business, subject to proof of subsequent utilisation of the
investments within a reasonable period in the business. It is important that shipping
should secure that similar treatment will be accorded for Excess Profits Tax and if un
.assurance to this effect is not obtained, amending legislation should be pressed for.™

Sir, I move.

Mr. President (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
‘Tepairs’ the words ‘or replacement of original asset’ be inserted.”

Mr. 8. P. Ohambers: Sir, I think this amendment has been tabled on a
~complete misapprehension of the position. I am aware that a similar
repregentation has been made in the United Kingdom, and in the law of
the United Kingdom a provision of this kind .would be a reasonable provi-
sion and would be necessary, if the conditions are as stated by my Honour-
able friend, but in India we have a much more liberal allowance .in respect
of replacement. of assets. In the United Kingdom, if an asset has become
obsolete or has been lost and subsequently replaced. and the amount of
loss is an allowable deduction, then there is an overriding condition laid
down in Schedule D of the United Kingdom Income-tax Act of 1918 saying
that 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 mnot in any ‘way
affect the allowability or otherwise of the deduction claimed. For these
reasons, the amendment is unnecessary, and I oppose it.

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

“That in part (a) of sub®lause (3) of clause 26 of the Bill, after the worde or
repairs’ the words ‘or replacement of original asset’ be inserted.”

The motion was negatived.

Dr. Sir Ziauddin Ahmad: Sir, I beg to move:

“That to part (b) of sub-clause (5) of clause 26 of the Bill the word ‘or’ be
added at the end. and after the part, as so amended, the following new part be
inserted :

‘(c) difficulties in bringing into British India income arising outside British
India where the country in which the income accrued prohibit: or restricts
by its laws the remittance of money to British India, and loss in the
remittance to British India of such income becauge of fluctuations mn the
rate of exchange between that country and British Tndia;’.”

Sir, we had more than a dozen speeches on this particular topic for a
long time. Some of my friends wanted to give certain facilities to those
people trading in foreign countries where restrictions exist about taking
money out of the country. It was also pointed out that there were certain
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exchange difficulties. Suppose we charge the Excess Profits-Tax in - a
particular year at a given rate of exchange and the money is not brought
v this country but it is brought at a later date when the rate of exchange
is altered, and on account ot this fluctuation in the rate of exchange the
amount of profit will be seriously affected. Ileretore, some ot my triends
wanted to have some kind of provision to heip such traders abroad. But
my difficulty is this, if you have this facility, then more Germans und
Russians will come in than the Allies; the other difficulty was that the
Indian States not being within British India wil come under that clause.
In this particular case I give power to the Central Board of Revenue to
consider such cases and remove the hardships if any, so that the Central
Board of Revenue wui be able to distinguish between genuine cases in
which difficulties have arisen from those of a purely trivial nature. I
think my friends, Messrs. Nauman and Lalchand Navalrai, pressed their
case in season and out of seéason more often than I pressed the case of
excess profit of iron and steel, but I think the right place to give them
relief is this particular amendment, though 1 have not found out a right
place as yet for iron and steel. Perhaps, somebody may help in  this
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 this
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 merits,

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

“That to part (b) of sub-clause (3) of clause 26 of the Bill the word ‘or’ be
added at thepend,(a.zld after the part, as so amended, the following new part he
inserted :

‘(c) difficulties in bringing inio British India income arising 'o'utaide Brit.,ilh
India where the country in which the mcome accrued prohlb:iu lor rut.utiu
and loss in the

by its laws the remitfance of money to British India, 1 )
remittance to British India of such income because of ﬂuc?u:tlonl in the

rate of exchange between that country and British India;’.
The Honourable Sir Jeremy Raisman: I accept this amendment.
L]

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

H L} ]
“That to part (b) of sub-clause (3) of clause 26 of the Bill the word ‘or be
added at the pend, (aZld after the part, as so amended, the following new part be

inserted : ) o
‘(c) difficulties in bringing into British India income arising _outside British
India where the country in which the income accrued prokibits or restricis

by its laws the remittance of money to British India, and loss in the

remittance to British India of such income because of ﬁuct:u'n'mom in 'the

' rate of exchange between that country and British India;’.

The motion was adopted.

Mr. President (The Honourable Sir Abdur Ruhim): The question is
“That clause 26, as amended, stand part of the Bill."”

The motion was adopted.

Clause 26, as amended, was added to the Bill.

Mr. President (The Honourable Sir Abdur Rahim): The question is:
“That clause 27 stand part of the Bill.” i
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Dr. Sir Ziauddin Ahmad: Sir, I move:

““That to sub-clause (I) of clause 27 of the Bill the following provieo be added :
‘Provided that a copy of these rules is deposited in the Library of the House’."

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

“That to sub-clause (I) of clause 27 of the Bill the following proviso’ be added :
‘Provided that a copy of these rules is deposited in the Library of the House’”’

Mr. S. P. Chambers: The rules in question are rules which, under the
law, as framed, will be published, and as 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. 8ir Ziauddin Ahmad: I beg leave of the House to withdraw the
amendment.

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

Mr. President (The Honourable Sir Abdur Rahim): The question is:
“That clause 27 stand part of the Bill.”
The motion was adopted.

Clause 27 was added to the Bill.

Mr. President (The Honourable Sir Abdur Rahim): The question is:
“Thut Schedule 1 stand part of the Bill.”

Mr. S. P. Chambers: 1 move:

“That in Rule 1 of Schedule T to the Bill, the \.VOI'ds sor would be so computed if
income-tax were chargeable on those profits’ be omitted.”

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

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

“That in Rule 1 of Schedule I to the Bill, the y\'ords’,‘or would be so computed if
income-tax were chargeable on those profits’ he omitted.

The motion was adopted.

Mr. Lalchand Navalrai: I move:
““That to Rule 1 of Schedule I to the Bill, the following further proviso be added :

‘Provided further that in computation of profits accruing or arising without
British India, the standard profits and the profits of the chargeable
accounting period may at the option of the person carrying ~on the
business be computed at the rate of exchange appropriate to the standard
profit or the chargeable accounting period’.”
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This Schedule makes rules for the computation of profits for the pur
of Excess Profits Tax. This amendmenf which rel:};tes to 1;1':a\dersp wggzg
profits arise without British India—the question is with respect to the
exchanges. The exchange rate may be one appropriate to the standard
profit, and at the time of the chargeable accounting period the exchange
may be different, and this amendment asks that an option should be.given
to that person to choose the exchange at which his profits should be
computed. The option should be either the rate of exchange at the time
of the standard profit or the rate at the time of the chargeable accounting
period. As regards amendment No. 117 it was left to the discretion of the
. Central Board of Revenue, and I submit that in this case also 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
one or the other rate 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 this
amendment should be accepted. but if the Honourable Member is not in
a mood to do’so, if he can give an assurance that this will also be consi-
dered by the Central Board of Revenue—if an assurance to that effect is
given, 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 Revenue with regard to these exchanges.

Under clause 26 even this point can be considered by the Centrnl
Board of Revenue. Either this amendment may be accepted by the Hounse
or an assurance to that effect may be given. That would also be sufficient.
Sir. T move.

Mr. President (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 acerning or arising without
British India, the standard profits and the profits of the chargeable
accounting period may at the option of the person carrying on .the
business be computed at the rate of exchanze appropriate to the stahdari
profit or°the chargeable accounting period’.”” -

Mr. S. P. Chambers: Sir, T oppose this amendment. Relief has already
been given by the acceptance of amendment No. 117 and the effect of the
relief which will be given under that sub-clause is this. that where any
exchange loss was incurred during the chargeable accounting period, or
where, owing to difficulties in bringing in the profits in that period, ‘the
profits could only be brought in at a later date and were then brought in
when the exchange was less favourable, in all those circumstances the
exchange logs will be allowed in the chargeable nccounting period. There-
fore, as far as I can onther, all possible cases have hzen provided for. but
this amendment goes further and suggests that the assessee should have
the best of both worlds. He should be able to go back to the standard
period and have his profits in the chargeable accounting period computed
by'reference to a rate of exchange which may have 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 are entirelv different
or may be entirely different from what there are in 1940 or will be in
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1941 and to give the assessee an option to choose one or the other seems
to be quite inappropriute. We have given them all the relief which can
‘reasonably be asked for in No, 117. Sir, I oppose the amendment.

Mr, President (The Honourable Sir Abdur Rahim): The question is:

" “That to Rule 1 of Schedule I to the Bill, the following further proviso be addad :

‘Provided further that in computation of profits accruing or arising Wwithout.
British India, the standard profits and the profits of the chargeable
accountinge period may at the option of the person carrying on the
business computed at the rate of exchange appropriate to the standard
profit or the chargeable accounting period’.”

The motion was negatived.

Mr. Husenbhai Abdullabhai Laljee: Sir, I move:

dd“?i:‘hat 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 exchange and currency fluctna-
tions shall be excluded for the purposes of this Act’.”

Sir, in the previous motion that was moved, option was asked for the
assessee 80 that he can adjust his profits and loss according te the condition
of the market. As the man will make losses owing to war circumstances,
why should he not make a profit if luckily he gets it. The object of the
Ach s if the profits arise 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
Revenue can very well consider this aspect of the question and try to meet
‘tliose persons who make profit not out of actual business. A great stress
has 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 of
the constitution of the firm is not considered. The business is only
considered. I say that if the business was of exchange, certainly profit
and loss of the exchange may be charged but if the profit is not as a result
of the actual exchange business of the firm, in all fairness, the Central
Board ought to take that into consideration. With these words I -move
my amendment.

Mr. President (The Honourgble Sir Abdur Rahim): Amendment moved:

dd‘ghat 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 exchange and currency fuctua-
tions shall be excluded for the purposes of this Act’.”

Mr. 8. P. Ohambers: Sir, there is a little more in this amendment than
may appear at first sight: There are certain exchange profits which are
wot liable to income-tax. Where an assessee remits capital sums and
where that results in a profit that profit may normally not be liable to
income-tax. If he is not liable to income-tax, he will not be liable to
excess profits tax unless there is a specific provision in the Bill to make it
80 linble, My Honourable friend said that if profits are made which do
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uot arise out of the actual transactions of business they should not be
charged to excess profits tax.  1f I understood him correctly, he also said
thal as these were not chargedble to income-tax they should not be charge-
able to excess profits. The answer is that if they are part of the ordinury
trading profits and are liable to income-tax, there is no reason why they
should not be liable to excess profits tax because corresponding losses are
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. Therefore, no amendment of this kind is necessary.
I oppose the amendment.

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

dd“g‘hat 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 exchange and currency fluctua-
tions shall be excluded for the purposes of this Act’.”

The motion was negatived.

REPORT OF THE COMMITTEE ON CONVEYAN(CI. ALLOWANCES
ADMISSIBLE TO MEMBERS OF THE INDIAN LEGIS-
LATURE. ' '

The Honourable Sir Muhammad Zafrullah Khan (Leader of the House):
8ir, I beg to present the report* of the Committee appointed in pursuance of
the Resolution adopted by the Legislative Asgembly on the 12th February,
1940, to consider the question of conveyance allowances admissible to
Members of the Indian Legislature.

The Assembly then adjourned till Eleven of the Clock on Wednesday,
th_c 20th March, 1940.

*Printed as an appendix to thesc debates, vide pages 1582—84.
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APPENDIX.

Report of the Committee ampointed in pursuance of the Resolution adopted by the
. v.Legislative Aasembly on the 18th February, 1940, to consider the question of
conveyqnce allowances admissible to Members of the Indian Legislature.

On the 12th February, 1940, the following Resolution was moved in the Legislative
~tiphig Assembly recommends to the Governor General in Council to amend the rules

governing the grant of travelling and other allowances to Members of the Indian Leis-
lature so as— T

(1) to abolish the right to draw free haulage of a motor car or of a iage and
two horses’ from''the s%a.ti‘on’ nearest to the ‘fﬁmber’s‘ official hesdctﬁ%‘nﬁw other
vlace of residence to New Delhi and back and in addition a petrol or forage allowance
3t the rate 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 conveyance
allowance now admissible t6 a Member who does not bring a conveyance for his own
use, ‘and ' o . ’

(2) to confine the right tb the enhanced conveyance allowance of Rs. 5 per diem,
now admissible to any Member who resides outside New Delhi, to such Members

residing outside New Delhi as have applied for and failed to obtain Government
accommodation in New Delhi”.

4 As gh,e result of an amendment moved by Mr. Boyle, the following Resolution was
ddopted = — ' )

“This Assembly recommends to the Governor General in Council to appoint a
Committee representative of all parties in both Chambers to consider the necessity or
ctherwise of amending the rules governing the grant of conveyance allowances to
Members of the Endian Legisfatade®®..@.” -~ =~ 7 ’

2. We, the undersigned members of the Committee appointed in pursuance of this
Resolution, have discussed’ the question of the allowances of Members of the Indian
Legislature in all its 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 the first bf those questions the majority
of us feel that, if the free haulage concession were abolished, the allowances admissible
to Members shiould, in fairness to them, be increased to an extent which wounld more
than counter-balance the saving to public revenues accruing from the abolition of ‘the
haulage concession. We, therefore recommend that the haulage concession be retained
as 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
whole-time service of Members at more economical rates than now prevail and we
recommend an examination of the possibility of such arrangements.

3 On the second question, we considered an alternative to the proposal embodied
in the Resolution 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,
the extra concessions admissible to Members living in Old_ Delhi should be wholly
abolished. We were, however, unable to agree to the adoption of this alternative and
we have decided to recommend the adoption of the proposal embodied in the original
Resolution, namely. that the right to the enhanced conveyance allowance should be
confined to such Members residing outside New Delhi as have applied for and fail:d
tc obtain Government accommodation in New Delhi. :

ZAFRULLA KHAN. -
M. MUAZZAM.

F. E. JAMES.

*M. A. GHANL

*SANT SINGH.

S. N. MAHTHA.

M. S. A. HYDARL

H. TMAM.

K. GOVINDACHARI.

*Subject to a note,
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NOTE.

We think that the present rules governing the grant of travelling and other
allowances to Members of the Indian Legislatures contain some anomalies-and .here-
fore require re-examination. We were glad therefore, when Government came forwucd
with their Resolution to amend those rules. The Committee of both Councils of
Legislatures was appointed and held sitting on 17th of March last. We regret to say
that foller details were not made available to the Committee to deliberate on all
aspects of this important question. We therefore suggested that this ocmmittee should
continue to function and should be asked to further investigate into the matter.

We, however take this opportunity to record our view on the matter of allowances
for use in 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 Legislators by providing
necessary conveniences consistent with the dignity and status befitting the position of
Members of the Central Legislatures. The object of allowance is obviously to
indemnify the Members for any expenditure that they may incur on travel from and
to their headquarters and for maintaining an additional establishment in Delhi. Ior
this purpose the Government has built good and decenpt quarters for the Members in
New Delhi and permits free haulage of motor cars from the station nearest to tre
Member’s official headquarters to New Delhi and back. In addition to free haulagze
conveyance allowance at the rate of Rs. 75 p. m. is admissible to Members living
ip Old Delhi. The present motion was to abolish fre: haulage and the right to
cnhanced conveyance allowance of Rs. 5 per diem now admissible to any Member who
resides 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
and Old Delhi should be done away with. As a matter of fact the rules should be
for Members to reside in quarters built by the Government. It is only in such cases
as where such accommodation is not avallable for Members for their residence that
exception should be made. There are at present 141 Members in the Legislative
Assembly of which 21 are Officials and 58 Members in the Council of Btate of which
11 are Officials. The accommodation thus necessary for Members of Central legis-
lature is about 168. If we include some of the Official Members who require residence
as well the accommodation for about 180 will be necessary. The quarters now avail-
able in Delhi do provide such accommodation either in orthodox bungalows or in
Western Court. Therefore, there does not seem to be any reason why the Membars
should ordinarily live outside such accommodation. But we do not recommend the
hard rule oompeﬁing every Member to live in such quarters. We will recommend taat
discretion should vest with the President of respective Houses to grant permission
under special circumstances to a Member to live in any other place which is either
his residence nor the (Yovernment quarters.

As regards the haulage of motor cars total cost of the Government is estimated
to be about 65 thousand rupees per annum. In addition to it the Governmert incurs
something like B0 thousand rupees in the shape of conveyance allowance to Memb:!rl
who do not bring their cars with them. Thus the total amount comes to somathing
like 1 lakh 45 thousand rupees, We will, therefore, suggest that if a flat rate of
150 rupees per Member be sanctioned for conveyance allowances in Delhi and naulage
is stopped the total cost will come to about 30 thousand rupees a month. Taking botl
the Sessions to extend over a period of 3} months the total cost will be about a lakh
of rupees. Thus the saving to the Government will be 45 thousand rupees annually,
150 rupees a month in Delhi would enable the Members to hire a decent car and the
Committee has snggested that the Labour Department should investigate into the
question of hiring the cars for the use of Members during the Bession of the two
Houses. We take this opportunity to draw the pointed attentioa of the Government
to the high rents chargeso for quarters in New Delhi. The general rule govarning
the rents of such quarters is that certain percentage of the cost price of a quarter or
10 per cent. of the salary of the occupier whichever is less. Thus the maximum
amount chargeable is 10 per cent. 6f the salary of the occupier. In such a vase it
can safely be presumed that all Government quarters are not fetching that much rent
which its cost probably warrants, Therefore if the Members demand that the rent
charged for these quarters should not exceed 10 per cent. of the allowances r!!nch are
eligible to a Member; this demand is very reasonable and should be conceded in order
to further persuade the Members to occupy these quarters. We therefore recom-
mend :

(s) That the free haulage of motor cars be stopped.
(b) That a convention, if not & rule, be established in pressing the desirability
on the Members to live in accommodation provided by the Government,
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(c) That a flat rate of Rs. 150 a month for the period during which the Central
Legislature is in session be sanctioned.

(d) That the rate of the rent of Government quarters be rednced to 10 per cent.
of the daily allowances eligible to'a Member.

In the end we will suggest that the Government should examine the following two
questions as well :

(a) That the Members of the Central Legislature should be paid at the basis
of’ monthly allowances eligible throughout the year as is the case in Great
Britsin regarding the Members of Parliament;

(b) That instead of allowing 1 %"ﬁm class fares to Members from and to their

4 headquarters, first class passes for travel in all Railways be granted to
Members. These passes should be available for a Member for nse in
their constituency throughout the year in order to enable the Members to
educate their constituencies in matters relating to their duties as legsla-
tors whenever the occasion demands.

SANT SINGH.

M. A. GHANI.
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