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GOVERNMENT OF INDIA.
LEGISLATIVE DEPARTMENT.

PROOEEDINGS OF THE INDIAN LEGISLATIVE COUNCIL ASSEMBLED UNDER
THE PROVISIONS OF THE GOVERNMENT OF INDIA ACT, 1915
(5 & 8 Geo, V, Ch. 61).

The Council mot at the Council Chamber, Imperial Becretariat, Delhi, on
Wednesday, the 7th March, 1817.

PRESENT :

His Excellency BaBoN CHELMSPORD, P.0., G.M.8.I, G.M.LE, G.0.M.@., Viceroy
and Governor General, presiding, and 54 Members, of whom 46 were
Additional Members. ’

QUESTIONS AND ANSWERS.
The Hon'ble Mir Asad Ali, Khan Bahadur asked : —

1. “Do Government propose to consider the advisability of making ele- Froo Mie-
mentary education free, at least in Munioipal areas in each of the provinces as sasestiva
soon as conditions permit after the war is over? "

The Hon'ble Sir C. Sankaran Nair replied :—

“The Government of India have not under consideration any scheme for
making elementary education free after the war, but they do not wish to
interfere in the retion already possessed by Local Governments and local
Bodies to take such steps in respect of particular areas and olasses when this
may be considered educationally and financially desirable.”

The Hon'ble Mir Asad Ali, Khan Bahadur asked:—

2. “ What action, if any, has been taken on the memorandum re post war post war
reforms which was submitted to His Bxcellenoy the Viceroy in September *for=s
last by cgrtain non-official Additional Members of the Imperial Legislative
Oouncil

( 62l )
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523 QUESTIONS AND ANSWERS,

[ Sir Reginald Craddock; Mir Asad Ali, Khen  [7rE Maxcs, 1917.]
Bahadur ; Mr. Q. B. Lowndes ; Rat Sita Nath ‘
Ray Lahadur ; His Excellency the Commander-
iu-Olief in India. ]

The Hon’ble Sir Reginald Craddock replied :—

“ It has been ascertained that the opinions of the gentlemen who signed
the memorandum were duly laid before His Excellency as desired.”

The Hon’ble Mir Asad Ali, Khan Bahadur asked :—

3. “Havo the Government mado auy deolaration underseotion 96-A of the
Government of India Act, 1915, and has any subjeot of a Native State been
anointed to any office, civil or military, since the passing of that Act?
If so, what is the number of such appointments? "’

The Hon'ble Sir Reginald Craddock replied :—
“The answers to the first two parts of the question are in the negative.”

The Hon'ble Mir Asad Ali, Khan Bahadur asked :—

4, “ With refercnce to my 'question re non-official bills, resolutions and
supplementary questions, dated 27th September, 1916, will Government be
pleased to obtain the required information from Local Governments too and
place it on the table as early as possible?”

'The Hon'ble Mr. G. R. Lowndes replied : —

“The Govornment of India are not prepared to call upon Local Governments
to undertake the preparation of the returns asked for, as, in their opinion, the
e;pendﬁure of time and labour involved would not be justified by the utility of
the result.”

The Hon'ble Rai Sita Nath Ray Bahadur asked :i—

5. “(a) What is the constitution, scope and method of work of the newly
established Munitions Board ?

(b) Will the Government be pleased to consider whether it would not be
conducive to the proper and smooth working of the Board if one or two
Indian merchants were appointed as members of the Board ?

His Excellency the Commander<in-Chief in India
replied : —

“The constitution and objeots of the Munitions Board have been described
briefly i the Gazette of India Notification No. 238 of 16th February, 1917.
The details of its methods of work are now under consideration, but they must
necessarily be moulded acoording to experience to meet our essential require-
ments in munitions of war. The members of the Board, except the officer
representing the Financial Department as Financial Adviser, will be in direct
administrative control of appropriate groups of munition supplies. They will
be responsible direotly to the President of the Board, who will be assisted by
technical advisers, with the intention of developing or inaugurating in the
country industrics that will enable us to be more completely self-contained
and independent of over-seas supplies.

The President hopes that opportunities for accepting the co-operation of
both Indian and European commercial industrialists will frequently occur.
Many of those who are obviously suitable are, however, already engaged in
their private capacity in controlling concerns that are important agencies for
manufacturing munitions and stores. . But he hopes to persuade others who
are not so entirely eniaged, and who are free to suspend their competing private
interests to give up their time for entire occupation in positions either of
advice or of active control of appropriate sections of work. The Government
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[7rr Maxch, 1917.] [ His Excellency the Commanrder-in-Chicf in India ;
Mr. Bhupendra Nath Basw; Sir Regincld
Craddock ; M. Kamini Kumar Chanda. ]

do not propose to give the President any special instructions for the purpose
of discriminating between Indian and European candidates for employment.
His sympathics with Indian industrialists are well-known, and we can rely
on his taking cvery opportunity possible of utilising the services of the com-
mercial community consistent with their private interests.”

The Hon'ble Mr. Bhupendra Nath Basu asked :—

6. (a) “Have the Government, in accordance with the provisions of section Reports as
6 of Bengal Regulation III of 1818, reccived roports from officers in charge of -:a?x}%‘:‘-“
State prisoncrs regarding the unsatisfactory state of health of such prisoners prisoners,
and the inadequacy of the allowances granted to them or their families ?

(&) 1f 8o, in how many cases were such reports received, and what steps
have the Government taken on them ? "

The Hon'ble Sir Reginald Craddock roplied :—

“The reports required under section 6 of the Regulation from the officer in
whose oustody Btate prisoners are placed as soon after taking such prisoners into
their oustody as may be practicable have been duly reccived in all but scven
cases in regard to which they will shortly be received. These reports were
satisfactory in the case of all but one man who was subsequently released from
custody.

The officers in charge of these prisoners are not in a position to report
a8 fo the adequacy of the allowances fixed for the maintenance of their
‘families, and separate reports on this subject are being received.”

The Hon'ble Mr. Kamini Kumar Chandsa asked :—

7. “(a) Is it & fact that, while the Defence of India Aot is being very Bezasl. .
widely applied in Bengal by the Local Government, the Government of Indis Ift o138
continue to take action in the Province under Bengal Regulation III of 18187

(b) Is it a fact that in Bombay and Madras, respectively, the correspond-
ing Regulation is administered by the Local Goverument ?

(¢) If the answer to (b) is in the affirmative, will the Government be
pleased to consider the desirability of assimilating the practice in Bengal to
that of Bombay and Madras, and to state the special reasons, if any, for
making any differentiation ?

(d) What is the number of deportees under tho Regulations in Bengal
since the Defence of India Act came to be enforced in the Province, and the
total number of persons interned in the said Province under the Act up to
now P '

(e) Is it a faot that a resolution moved by Mr. Ramsay Macdonald, M.P.,
in the House of Commons condemning the practice of deporting persons
without trial was passed by Parliament p

(1) Is the same treatment meted out to deportees under the Regulation
now as that which was accorded to such deportees in 1908? If there is a
difference in such treatment, will the Government be pleased to state whether
it is not less liberal now than before, and if so, the special reasons justifying
such differential treatment ?” o

The Hon'ble Sir Reginald Craddock replied :—
“(a) and (b) The answer is in the affirmative.
(6) The Regulations in question date from a time when the Governor

Qeneral in Council direotly administered Bengal, and the relations between
the Local Governments and the Government of India had not assumed their
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present shape. The practice to which the Hon’ble Member refors is statutory
and Government do not contemplate legislation in order to change it.

(d) There are no deportees under tho Regulation in Dongal, but the
number who have been held under restraint under it since the Defence of
India Act came into force is 91 and the number of persons whoss movements
have beon restricted under the Defence of India Act is 690.

(e) Tt is belioved that the Resolution to which the Hon'ble Member
refers is one which had reference to the action taken by the Government of
the Union of South Africa in dealing with certain labour troubles in 1913.
The courso then taken by the Union Government was in effect to suspend
the constitution of South Africa by proclaiming Martial Law, and then to
deport nine of the labour leaders to England, subsequently legalising their
proceedings by passing an Indemnity Act. T'he action of the Government,
which had no foundation in the law of the land, was at the time the subject of
considerable oriticism in Parlinment, and may fairly be said to have bLeen
condemned by the resolution in question. The Government of India are
unable, however, to accept the suggestion of the Hon’ble Member that there
is any parallel between this case and the action of the executive Government
in India in putting into force in suitable cases a Regulation which is part of
the law of India. )

(f) The same treatment is accorded to those recently dealt with under
Regulation IIT of 1818 as was accorded to those similarly dealt with in 1808.”

The Hon’ble Mr. Kamini Kumar Chanda asked: —

8. ‘(a) Havethe Government received a telegram from the Secratary of
.8tate asking the Government to consider and report upon the recommenda-
tions of the Public Services Commission ?

(5) Will the Government be plensed to indicate the line of action proposed
to be adopted in dealing with the said recommendations? o

() Will the Local Governmenta be invited to express their opinions before
any action is taken by the Government of India? If so, will the Govern-
ment of India direct the Local Governments to consult non-official Indian
opinion ?

" (d) Will any portion or portions of the Commission’s recommendations be

referred to any Committee for further consideration and report ? If so, will the
Government be pleased to appoint non-official Indians to such Committee.? "

The Hon'ble Sir Reginald Craddock roplied :—

“In communicating the Report the Secretary of State requested that the
Commissior’s recommendations should be expeditivusly dealt with, and that
he should be placed in possession of the Government of India's conclusions
regarding them as early as possible. The procedure which the Government of
India, with his approval, have decided to follow, was explained in His Excel-
lency the Viceroy’s speech on the 7th of February last, but a detailed descrip-
tion is contained in the Home Department letter of the 26th January to Local
Governments and Administrations, a copy of which is placed on the tablc,*
The Government of India have no doubt that the Local Governments will be
careful to ascertain non-official opinion, iucluding that of representative
Indians, on all important questions where it will be of assistance, and they
consider that the occasion and method of such consultation may safely be left
to the Local Governments' discretion.”

The Hon'ble Mr. Kamini Kumar Chanda asked :—
9. “(a) Have the Government of India received a memorial from Indian

unaer e  Tesidents of Bhillong protesting against the decision of the Local Administra-
T B 'can” tion which, while introducing the Criminal Procedure Code in Shillong,

declares the Hon’ble Chief Commissioner to be the High Court and the
* Not inoluded in thess Procesdings.
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[7rn Marcn, 1917.) [ Mr. Kemini Kwmar Chanda; Sir Reginald
Craddock ; Mr. K. V. Rangaswamy Ayyangar ;
Sir Robert Gillan.

Comumissioner of Surma Valley Division to be the Sessions Judge for 8hillong
in criminal cases ?

(6) Is it not a fact that the residenis of the British portion of Shillong
largely consist of educated wen from Provinees where such a novel provision
is unknown ? '

(¢) Isit not a fact that a resolution was moved in the Local Council which
was supporied by all the non-official Indian members of the Council, elected
a8 well as nominated, asking that the town of Shillong be brought under the
jurisdiction of the Caleutta High Court ?

(d) If the answer to (o) be in the affirmative, will the Government be
pleased to take the prayer of the memorialists into favourable consideration,
and bring the town under the jurisdiction of the Calcutta High Court ?

(e) Is it not a fact that the European British subjects in Shillong are
under the jurisdiction of the Calcutta High Court ?

The Hon’ble Sir Reginald Craddock replied :—

“(a) and (d). The Government of India received through the Chief
Commissioner of Assam a memorial purporting to be from the
Khasis, but actually sighed only by one man, in the terms men-
tioned by the Hon'ble Mem{er, and after due consideration
rejected it previously to receipt of the questions under reply.
They regret that they are unable to reconsider the decision
reached.

() The Gevernment of India are not in a position to say whether the
Hon’ble Member’s statemont of fact is correot.

(¢) Itis understood that such a resolution was moved und lost by ten
votes to eight. Tho Government of India are not aware whether
all the non-official members of the Assam Legislative Oouncil
supported it.

(¢) The answer is in the affirinative in so far as criminal proceedings
against them are conoerned.”

The Hon’hle Mr. K. V. Rangaswamy Ayyangar asked :—

10, “(a) Is it a fact that many Railway Companies charge only a reason- fodiaa ree
able rent for European refreshment rooms in Railway BStatio: s, et mens
gpltdlet out Indian refreshment rooms by auction to the highest Fatiway

idder ?
() If so, will Government counsider the expediency of -charging only
reasonable rent for Indian refreshment rooms in the same manner
as for Turopean refreshment rooms? "’

The Hon'ble Sir Robert Gillan replied :—

“Inquiries have been made and it appears that the great majority of railways
charge either no rent at all or only asmall rent whether for Europeaa or
Indian refreshment rooms. On the Madras and Southern Mahratta Railway
no rent is charged for European refreshment rooms and Indian refreshment
rooms are auotioned ‘'lhe European refreshment rooms, however, are given
under contract to one firm who are bound under agreement to open refresh-
ment rooms where required by the railway cowpany irrespective of their
proving profitable or not and to provide their own inspectors. Indian refresh-
ment rooms are let individually, the contracts being allowed to continue
indefinitely if found to be satisfactory, and the railway company maintaing
inspectors. The conditions therefore differ in the two cases. The Govern-

ment do not propose Lo take any action.”
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The Hon'ble Mr. K. V. Rangaswamy Ayyangar asked :—

11.“(a) Is it not a fact that at the meeting of this Council on the 1st Oc-
tober 1915 Lord Hardinge said : I propose, thorcfore, unless some unforescen
cceasion arises, not to have auy meeting of the Legislative Council in the
coming cold weather until the middle of Icbruary. * * * ¥ ]
trust that you will understand that, in taking this course, I am actuated solely
by the desire to avoil personal inconvenience to loun'ble Members and un-
necessary dislocation of business. l'urther, to allay any idea that this pro.
codure may, in future years, be regardod as a proesedent for postponing the
opening meeting of the cold weather Scssion,} may add that there are no
grounds for such a misapprehension ’.

(d) Isit a fact that the Delhi Session has always a crowded programme ?
If 80, will Government resume the Delhi Session from January ?”

[7rn Marcm, 1917.]

The Delhi
seasfon.

The Hon’ble Mr. G. R. Lowndes replied :—

“(a) The answer is in the affirmative.

() The (overnment have no reason to believe that adequate time has
not been allottod for any business transaoted in this Counoil during the Delhi
Session. 80 long as the war lasts, Government do not think it necessary to
summon the Council before the beginning of February.”

The Hon’ble Nawab Saiyed Nawab Ali Chaudhury,
Khan Bahadur asked :—

12. “Will the Government be pleased to state : —

(a) in what stage the Dacca University Scheme is at present,

(2) when they propose to introduce a Bill for the establishment of the
said University,
(¢) what allotments were made from time to time for its establishment,

Dascoa Uni.
versily

and
(d) how much has been actually spent on preliminary arrangements
conneoted with it 7" .

The Hon'ble Sir C. Sankaran Nair replied : —

“(a) & (b) Further action has been postponed uatil the report of the
Commission to be appointed to inquire into the affairs of the Calcutta
University has been received.

(c) The following grants have been made from time to time by. the
Imperial Government towards the cost of the scheme : —

Capital, Recurring.
Rs. Rs.
Aprl 1912 . . 10,00,000 April 1912 . 45,000
March 1013 ., 15,00,000 March 1913 5,00,000
November 1914 . 1,00,000
{Sanctioned for b years
from 191415 to
1918-19)
Total . 26,060,000 6,465,000

(d) The expenditare up to the end of 1914-16 was Rs. 30,176, and it was
anticipated that Rs. 4,46,000 would be spent in 1915-16, Beyond this the
Government of India have no definite information.”
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The Hon’ble Sir Ibrahim Rahimtoola asked .—

13. “Ilave Government recoived the opinions of Local Governments and §tate wri
public and other bodics consulted on the question of State versus Company masage:
managemont of State Railways in India ? ‘ State Radl-

If so, will Government be pleased to place all such opinions on the “*

tuble P

The Hon’ble Sir Robert Gillan replied :—

“Cpinions were called for from 15 Local Governments and Administrations
and from 22 public bodies  Replies have been sent in by all those consulted,
except the Governments of Madras and Bombay and the Indian Chamber of
Commerce, Lahoro.

The replies* so far as received are placed ou the table.”

The Hon’ble Sir Ibrahim Rahimtoola asked :-—

14. “ Will Government bo pleased to supply full and dotailed information rnatan cest
as regards the quantity, price, period of supply, etc., of Indian coal purchased For wae-®
by them for war purposes ?” purposes.

His Excellency the Commander-in-Chief in India
replied :—

“The information asked for by the Hon'ble Member cannot he given, as it
would be coutrary to the public interest to do so at the present juncture.”

The Hon'ble Sir Ibrahim Rahimtoola asked :—

15. “(1) Isit a fact that the Government of India have been able to make gappy of
special arrangements for the supply from India for war purposes to His matertas

Majesty’s Gevernment, or to the Governments of IIis Majesty's Allies, of the o Indis
following classes of war material :— emmeste,”

Ea) Manufactured jute.
b) Iron, steel and munitions.

(2) (a) Is it a fact that the arrangementsin question were such as to
enable a considerable saving to the Allied Governments as compared with the
cost of obtaining these artioles in the open market in India or elsowhere ?

(b) Can the Government state approximately what the amount of this
saving has been up to date?

(8) Are there any other important articles required for war purposes in
respeot of which similar special arrangements have been made, and, if so, will
the Government be pleased to state what the approximate saving to the Allied
Governments has been by reason of such arrangements?

1-1?8 Excellency the Commander-in-Chief in India
replied :—

“The Government of India have been able to assist His Majesty’s Govern-
ment from the resources of India in many directions, but it is not in the public
interests that any details should be made public at the present juncture. *

The Hon'ble Sir Ibrahim Rahimtoola asked :—

16. ““ What is the total number of persons (including firms, joint-stock and zcome-tax.
other companies, etc.), assessed to Income-tax in British India for incomes—

(a) between R35,000 and 9,999,

(6) between £10,000 and 24,999, and

(¢) of R25,000 and upwards?”

¢ Not included in these Proceedings.
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The Hon'ble Sir William Meyer replied :--

“In 1915-16, the Jatest yoar for which statistics arc available, 24393
persons, firms, ete., paid income-tax on incomes between 5,000 and R9,899.
The number of assessees in 1915-16, with incomes between 110,000 and
124,999, and of R25,000 and upwards, is not separately known, as these
limits were not adopted for the classification of ircomes in the income-tax
returns prior to the current year  Tho.forme prescribed for the returns have
now been revised so as to show these limits, but the figures required by the
Ion’blé Member will not be available till some time after the close of the
current financial year for which the new returns will be first used. I mnay
mention, however, that 11,378 persous, firms, etc., paid income-tax in 1915-16
on incomes of Rs. 10,000 to Rs. 20,999 and 2,336 on incomes of R30,000 and

over.”
The Hon'ble Sir Ibrahim Rahimtoola asked :—
Bystem of 17, * Will Government be pleased to state whether the system of company
eompany d . . .
manage-  management of Btate-owned railways prevails in any country in the world

stateowned Other than India and, if so, to furnish the names of such countries ? "
rallways.

The Hon'ble Sir Robert Gillan replied :—

“The only country in whioh, so far as the Government are aware, the
railways owned by the Btate are leased to companies is Holland. On the report
of a Commission appointed in that country to investigate the question in the
year 1008, the States General rejected the proposal that the railways owned hy
the State should be operated by the State, aud decided that the State-owned
railways should continue under company management.

With regard to Btate-owned railways in France, the Railway Board have
not got full information, but in the year 1883 most of the railway mileage
purchased or built by the Btate was incorporated in companies’ systems, and
conventions were concluded between the State and companies on the basis of
close co-operation between the State and companies. "’

The Hon’ble Sir Ibrahim Rahimtoola asked :(—

18. “(a) Isita fact that the Government of India have been required by

the Home Government to supply 400,000 tons of wheat to Great Britain, Russta
Frasce. and France during recent months.

(b) If so, will Government be pleased to state—
(s) the quantity supplied to each country;

(i) the price oharged and whether it was based on the actual cost to
Government or on the ourrent market rates prevailing in each
ocountry supplied ; and

(#43) if the former, the total difference in amount betweun the price

charged and the ourrent market rates prevailing in the country
supplied ? "’

The Hon'ble Sir Claude Hill replied :—
“The reply to (a) is in the negativa. As, however, the Hon'ble Member's

question exhibits the existence of certain misconceptions regarding the wheat
transactions, I may explain what has happened. Considerable purchases of
wheat have been made in India in the last few months by a Royal Commission
appointed in England, but ali these purchases have ﬂeen made in the open
market through the agency of the firms which ordinarily engage in this businesa
The Government of India have not been concerned with these transactions,
except in 8o far as it was necessary to restrict them in order to prevent an
undue rise in internal prices. In specifying the figure of 400,000 tons the
Hon’ble Member presumably refers to the statement made in a Reuter's
telegram in November last that this amount would be exported in the period

i

sgg
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Novemher—January, T take this opportunity of explaining that the above
figure was morely an estimale of the surplus ihat would probably be available
for export from India in the three mouths November 1916 to January 1917.
The actual exports fell considerably short of this estimate.”

The Hon'ble Sir XYbrakim Rahimtoola askod :—

19, “ Will Government be pleasad to state whothev it is their intontion to Gontrivas |
publish immediatoly on the conclusion of peace, employing a special agenoy for Prludis
the purpose, if necessary, a full and completo report of the ‘contributions mado war-

S . : o
8 g e J !
by India in various ways towards the prosecution of the presont war?

The Hon'ble Sir Reginald Craddock replied :—

“Government readily accept the Hon’ble Member's suggestion which
coincides with their own views of what is desirable, They will endeavour to
make the report as complete as possible, and to scoure its issuo as soon as
possible aftor the war is over. They do.not feel certain, however, that the
employment of any special agency will be necessary as the information will
be all available in the records of the various departments of the Government
of India and in those of the Loocal Governments. But if it becomes olear that
the compilation requires the assistance of special agenoy, they will have no
hesitation in employing it.”

THE INDIAN TARIFF (AMENDMENT) BILL,

The Hon'’ble Sir William Meyer :—“My Lorl, I beg to move 1124 ax.
that the Bill further to amend the Indian Turiff Aot, 1894, be taken into oonsi-
deration.

“I have explained the objects and scope of this Bill in my speech introduc-
ing the Finanoial 8tatement and in my further speech introducing the Bill
iteelf, and I need not add anything more now, especially as, although the
Bill has been published for the information of the public, we have received
no objections thereto.

“T beg to move that the Bill be taken into consideration.”

The Hon'ble Mr. M. B. Dadabhoy :—“ My Lord, the Council
will have another opportunity of congratulating the Finance Minister on the
general features of his Budget, but I feel quite certain that there ought to by
no opposition to the principle embodied in this Bill. ‘Lhe scheme of taxation
now devised is in entire consonance with the repeated suggestions of the people
and the non-official Members of this Council. This Council is fully aware
that the public opinion in this country has all along insisted on the Govern-
ment imposing a reasonable tarifl, not only for the purpose of meeting revenue
deficits, Eut also for tho protection it unquestionably affords to our indigenous
industries. I shall take the liberty of drawing the attention of this Council to
the statement which I made last year when the Tariff Bill came up for con-
sideration. I then said that *tho Indian public will only look forward with
hope to the maintcnance of the inoreased scale of import duties for a
sufficiently long time. Should the Hon'ble Bir William Meyer’s estimate of
our future liabilities prove correct, all tLe additional revenue required may be
easily had by judicious handling of the tariff. We should be ready to support
Government if after a few years the duties now imposed have to be further
enphanced.” TUnfortunately, My Lord, this necesaity has come much sooner .
than 1 then anticipated. -

“ My Lord, the Bill before us will therefore command general approval,
though the necessity for fresh taxation is undoubtedly regrettable. The prin-
ciple of taxation devised in this Bill is a distinct indication of the sign that the

11.25 am,
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Government is more and morein touch with the popular opinion, and that it has
come to the conclusion that its future policy in the matter of taxation shall be,
as far as practicable, in ths direction of a well-considered system of protective
tarifis. It is needless to reinind the Council that a revision of the tariff has all
along been demanded by publio opinion whether or not such revision is abso-
lutely necessary in the exigoncies of our public finance. It must be conceded
that, when new and additional {axation has heen unavoidably forced upon the
country by the exigencies of this great war, both considerations of policy and
expedicncy iustify the enhancemont of tariffs, instead of a levy of other
imposts which would fall oppressively on the masses. The most agreeable fea-
ture of this Bill is, that the tariffs have been so skilfully revised and re-adjusted
as to securo the largest portion of the rovenue from classes who have been
materially benefited by the war, and who are able to bear the additional
strain and burden without serious inconvenience, and who owe {heir business
prosperity materially to tho socurity afforded by tho British Navy for free
and uninterrupted international commerco even in these anxious and trouble-
some times.

“Last year several of my ITon'ble colleagues vigorously pointed out in this
Council that the Government had not raised the duty on imported cotton
goods, and that omission was viewed with keen disappointment by the country,
but it is a matter of great satisfaction that the Finance Minister, in conformity
with his sympathetic assurances then given, has now succecded in inducing His
Majesty’s Governmont to raise the import duty on cotton goods from 3} per
cent. which is our present goneral tariff rate to 74 per cent. I am confident
that this action of His Majesty’'s Government will meet with the greatest
appreciation in India. There is not the slightest apprehension that by this
a.gditional duty the Lancashire industry will be handicapped or affected in any
manner, but one thing is absolutely certain that this country will be protected
against the unfair competition of cheap foreign picce-goods. It will un-
doubtedly further enhance thc prestige of His Majesty’s Government in
having at last redressed a real and portentous grievance. The decision of
Government to double the rates of export dutics on raw jute and jute manu-
factures is equally satisfactory and gratifying.  Hon'’ble Mcmbers who were in
this Council last year will remember that I had brought forward a Resolution
in the nature of an amendment to the Tariff Bill then introduced that the export
duties proposed to be imposed on raw jute and manufactures be doubled, but I
was not fortunate enough to receive any encouragement or support from the °
Finance Minister, and I was therefore compelled to withdraw my amendnent.
I am glad that the Hon'’ble the Finarce Minister has now come to my way of
thinking, and has seen the advisability of doubling the duty on these articles,
I fecl certain that this enhanced duty will not be severcly felt. by the people
dealing in jute who have already made enorinous profits, and who have fortu-
nately escaped from a more unpleasant form of impost—I mean excess profits
tax.

“ Not unlike the outgoing year the new ta-ition will be realized from
trade to a considerable extent. The Finance Minister's statement regarding
the new sources of revenue has been already very favourably received by the
various trade unions and associations, and by the influential commercial
communities of Calcutta and Bombay. But I feel constrained to point out
that, though the scheme of taxation is, on the whole, eminently satisfactory,
still such an expert financier as Sir William Meyer has left room for some slight
disappointment. I am sorry he is not {ct converted to the widely held view
that an export duty on cotton would be both suitable and justifiable, while
it would not affect the oultivator. He had an excellent opportunity this year
of trying at least tentatively that form of impost. In any case, I feel certain
that the introduction of that tax would have made his Budget infinitely more
popular, secured .the extra revenue he requires, and obviated the necessity
of a super-tax, which is not quite suitable to Indian conditions.....,......"

His Excellency the President :—“I would draw the Hon’ble
Member's attention to the fact that that point is not before the Council.”
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The Hon’ble Mr. M. B. Dadabhoy :—*But, My Lovd, having
regard to the cxisting political and financial situation, this would be an in-
opportune time to prolest against any particular taxation. The Government
must be supported and allowed the greatest latitude and the widest disoretion.
Thougl we oneand all deeply deplore an additional taxaticn this year, the unoere
tainties of the financial and military situation and our prospectivo obligations
have solely necessitated the same. It is true that it may scem. even paradoxical,
thatjin a year of huge surplus this Government should levy frosh taxation, but,
as the Finance Minister wisely pointed out ¢ The necessity for amplo resources
in tho present year and during the twelvo months to come will, however, be
still more evident to those who study our Ways and Means position with atfen-
tion, and thus realize that it is not nceessarily on the revenue side that our
chief difficullies lic.” In view of all this, flowe\'cr unwilling I may be other-
wise to support any schemo of additions to our existing taxes, I feel it my
duty to accord my support to this measure.”

The Hon'ble Rai Bahadur Bishan Dutt Shukul :—* My
Lord, as has been so rightly pointed out by my collcague, tho Hon'ble Mr.
DadabhO{, the present Tariff Amendment Bill has heen most welcome to
the whole country as a wholesome departure, in the fiscal policy of the
Government. The popular view has at last gained ground and received the
support of both the Finance Member as well as tho Government of India. Tho
raising of the import duty on cotton goods from 3} to 74 per went. has removed
a long-standing grievance. It will save the country from the pernioious effeot
of unfair competition. 1t is now the earnest desire of the Indian public that,
as soon as the circumstances will permit, the countervailing oxcise duty on
ocotton should be abolished.

“ This duty, My Lord, has already proved to be a clog fo industry,
and as such the sooner it is done away with the better it would be. The assur-
ances given bythe Hon'ble the Finance Member led me to hope that the
matter has been engaging the careful attention of the Government of India,
and that cre long the duty will be abolished.

At the present stage any taxation levied with a view to get surplus revenue
to meet the oxorbitant expenditure of war should reeeive unanimous support
of us all. Whatever sources of revenue could be tapped without causing
upneoessary hardship, and without disturbing tho general conditions of trade
and commerce of our country, the Government would be justly entitled to them,
and it should be our bounden duty to lend our unanimous support thereto.

“ I would have taken this opportunity of pressing on the attention of the
Government the desirability of the exclusion of machinery imported for agrioul-
tural and industrial development from the Tariff Schedule in the intercst of
our poor agriculturists, but I have refrained from doing so, as such exclusion, at
the present moment, would cause certain inconvenience to the | Government.
However, I may hope and trust that when, after the termination of this war,
the question of the revision of the wholesale Tariff Act would be taken up,
this matter will not bo overlooked.

“ With these few words, My Lord, I heg to support the motion now before
us.)’

The Hon’ble Rao Bahadur B. N. Sarma :—“My Lord, I
may be permitted to congratulate Your Excellency’s Government, and the
Hon’ble the Finance Member, in particular, for manfully fighting the battle
of India, and securing a measure of justice from His Majesty’s Government.
We know that the battle has been fought strenuously and for many a long
yearin the secret Councils of the Empire—possibly without our knowin
it then ; but at last the advice of the Governinent of India has borne fruit.
should have congratulated Ilis Majesty’s Government if this announcement had
been made last year. I only thank them this year. I cannot help saying that
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if this announcement had been made last year under different circumstances,
the impression whioh would have been created on the public mind would have
been immenso. 1 treat this additional taxation, My TLord, as a financial
reserve in this momentous crisis through which we are possing, and in that
view, I cordially support the mction.”

The Hon'ble Raja Sir RBampal Singh :— My Lord, I beg
to riso to extend my whole-hearted support to tho Tariff Amendment Bill
that is before the Council. It i3 necdless for mo to say that the Bill provides
in unmistakeable munner the oft-repeated wishes of the people of this
conntry with regard to tarilf, and I cannot but congratulate the Government
of India on the happy measure thal they aro going to pass in order to augment
the revenues of India, with a view to wmect the extra charges which the
proposed war contribution would entail on them. It is a matter of great
satisfaction that the Government have since some time seen their way to intro-
duce a reform in the tariff whereby somo protection will be afforded to
indigenous industries, and I am sure the Bill, when passed into law, will be
hailed with joy in this country. My Lord, thero is nothing like unmixed
good in this world, and it is possible here and there a dissentient voice
might be raised that the burden of import dutics on cotton piece-goods would
fall on our poor pcople, and that export duty on jute might have a
detrimental effect on the agricultural industry of that commodity. I
lay no claim to be an expert on such matters, but I must say that I do
not share these misgivings with any feeling of uneasiness. As a layman
I strongly beliecve that India nceds proteotion for her industrics, and if
ought to be a matter of great cousolation {o all of us that the Government
of India bave not only accepted that principle, but are gradually introducing
it into practice. As for theexport duties on jute, the assurances of the;Finance
Member are more than enough that thoy will fall on the customers outside
the country without in any way affecting its agricultural industry : I wish
tho countervailing excise duties on cotton piece-goods could have beon abolished,
becauso the country has been clamouring for their abolition since a long, long
time, and they are not defecsible on grounds of equity and justice. However,
the feelings of sympathy given expression to by theiFinance Mcmber last year
in that direction goa far way to inspire hope in us that when after the war
the trade relations between India and forcign countrics will be re-adjusted, otir
wishes, as well as our needs and requirements, will be fully considered in the
light of our best interests. With these few words, My Lord, I accord my cordial
support to the Bill,”

"I'he motion was put and agreed to.

The Hon'ble Sir William Meyer :—"I now move, My Lord,
that the Bill be passed, and I will only add that it is a source of great grati-
fication to the Government to find thar the taxes imposed by the Bill have
been so warmly received.”

The motion was put and agreed to.

THE INDIAN INCOME-TAX (AMENDMENT) BILL.

The Hon'ble Sir William Meyer:—"My Lord, I beg to
resent the Report of the Select Committec on the Bill further to amend the
fndian Income-tax Act, 1886, and also to move Your Excellency to suspend
the Rules of Business to admit of the Report of the Select Committee being
taken into consideration.”

His Excellency the President :—“I suspend the Rules of
Business.”
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The Hen’ble Sir William Meyer: —“My Lord, I explained
the scope of this Bill on the 1st instant as being o measuve for the improve-
ment of our machinery, any radical amendment of the Income-tax Act being
left over, as J said in my specch introducing the Finaneial Statement, to a
time of greater leisure. T need only draw attention now to the amendment of
clause 4 of the Bill in Sclect Committee. As Isaid in my introducing speech,
we consider it improper to allow a statutory right of objection to assessinent
by n person who is still defying a statutory order to deolare his income, or as
it was put very succinctly in legal language by my Hon’ble friend Mr,
Lowndes in the Sclect Committee, a Court ought not to admit to hearing a
person who remains in contempt. Such contempt might, however, be really
accidental, due to circumstances which admiited of satisfactory explanation.
We lave, therefore, alterod the clause so as to confine the disqualification to
wilful non-compliance with the requirements of any notice scrved under
scction 14-A. of the Income-tax Act,

“T now move that the Report of the Select Committee be taken into consi-
deration.”

The motion was put and agreed to.

The Hon'ble Rao Bahadur B. N. Sarma :—“My Lord, I

move as an amendwment. that at the end of clause 4 the following he added :-—

“or in case of non-compliance shows suflicient cause to be excueed by the Collector, or
pays a penalty of Rs. 10.

Hon’ble Members will see that the object of my amendment is toseourc to the
assessee & right to apply to the Collector, the asscssing authorily, for revision
of the assessment made by him. The Hon'ble the Finance Minister stated
that ordinarily if a person refuses {o submit a statcment in accordance with
the law, he has no grievance, if the Colleotor, acting upon such information as
. he may possess, invokes the aid of the machinery provided by the Act, inas-
much as the person would be guilty of contempt in the first instance. But
on later consideration it was resolved that whero'a person could show that he
did not wilfully disobey the mandate or request of the Collector to submit a
return, he should be given this right of appealing for rovision of assessment.
We thankfully accept the amendment that has been suggested by the Select
Committee. But my ,submission is that this amendment does not go far
enough, and is likely in practice to prove ineffectual—I may even go so far as
to say, to deny justice in a large number of cases I would not attribute the
slightest motive to assessing cfficers, but I'say the Collector might unconsci-
ously, in arriving at a deoision, be prejudiced by the faot that the person who
comes before him has been guilty of disobeying his injunctions in the first
instancé, and it would leave in the public mind av impression that justice has
been denied by the revenue authority, who happens also to be interested or is
su to be interested in the result, that justice has been denied to the
%Bubjeot on the pretext that the spbject has been guilty of; knowingly and wil.
fully failing to comply with the request. Hon’ble Members will see that power
has been taken already in this Bill to punish such. contempt, by putting the
man before a Magistrate and getting him convicted with a fine of Rs. 10 for
every day of default. I should think that that punishment to which the subject
would render himself liable would be a sufficient deterrent, or ought to be a suffi-
oient deterrent, and there ought not to be the slightest difficulty in the way of the
Collector getting such wilful and knowing failures punished. My Lord, I submit
that the border line is very difficult to be drawn, and that justice would be met
by asking the man who fails to make a roturn to pay a penalty of
Rs, 10 or some sum that may be fixed by this Council, and allow him to
prosecute his petition instead of asking him to show positively that the default
was not wilful. I put the sum at Rs. 10 because the lowest assessment is
Rs. 20, and I thought that 50 per cent. of the assessment would not be unduly
low. It may be thatif we take the super tax into consideration, the sum of
Rs. 10 may appear to bLe practically insignificant: that is the difficulty of

1141 sy,

11-43 a.x.



1150 s

11.55 ax.

534 INDIAN INCOME-TAX (AMENDMENT) BIL)..

[ Rao Behadur B. N, Sarma; Pandit Madan Mohan [ Trn Marcn, 1917.)
HMaiaviya; Mr. Q. R. Lowondes ; Mr. Ishupendra
Nath Basu.)

dealing with a subject like this in which the Super-tax Bill and tho Tucome-
tax Bill aro practially incorporated together. But apart from that, my
submission is t{m.t some sum may bo fised bythe Council (I think Rs 10 1s
reasonable having regard to the penaliies which a man would subject himself to)
by way of penalty, and that au impression might not be allowed to be created
that the executivo are taking to themselves very wide powers unduly with a
view to raise revenue. My Lord, I remember thirty years ago, shortly after
the Income-tax Act was passed, how in almost every conference and every
meeting the subjeot of Income-tax assessment aud administration was the theme
of discussion and complaint and of resolution. There was hardly a meeting in
which this subject was not dealt with, but luckiiy, owing to the raising of the
minimum amount, there has not been latterly the same ouicry. I hope the
legislaturs will not allow by tho granting of such wide poweis to the exeoutive
the creation of another political trouble, hecause I fcel that, unless the rules
aro relaxed and the assessee is allowad to have his say, an impression would be
orcated that justice is denied for the sake of revenue. I, therefore, respectfully
submit that my amendment may be accopted.”

The Hon'ble Pandit Madan Mohan Malaviya :—“ My
Lord, I suggested the omission of this section 4-in the Solect Committee,
and I think I should briefly state my reasons for doing so. This, My Lord,
_is & new measure which is being introduced at present to simphfy the
procedure under the Income-tax Act in certain matters only. I understand
it is in contemplation to revise the Income-tax Aot at an early date, and
I suggest that at this time the section might be left’as it is in the existing
‘Act.  Under the Income-tax Act matters relating to the asses smont of income
are dealt with by the Revenue Officers of Government, Thoy do not go
before a recular Court of Justice, and I think that for this reason alone, such
upportunities as are given to the public under the existing Aot to have
an asscssment duly considered by the Collestor should not be restricted.
It is true that the words ‘unless he has knowingly and wilfully failed
to comply with the requirements of the notice’ do not entirely take away that
opportunity, but I fear that the new provision will give rise to false statements
being put before a Magistrate, pleas of illness, and what not, in order to satisfy
him that the man had not knowingly and wilfully failed to comply with tho
requirements of the notice, and it will be very hard for a Magistrate to'bo
satisfied in many oases that the a}&l)licant had. not knowingly and wilfull
failed to comply with the notice. The advantage to be gaiue(T on one side 1s
very slight, andy on the contrary, the inconvenience to the person concerned in
having the assessment made on him considered by a Magistrate will be serious.
Perhaps he will have to engage a lawyer; perhaps he will have to set up some
persons as witnesses to establish that he was not to blame, eto. The balance
of the advantage that is likely to be gained by the addition of the new
provision will be small compared to the inconvenience and possible injustice
whioh may result from it. For these reasons, I support the suggestion that
section 4 should be omitted for the present, and that when we are revising

the Act as a whole, this might be considered........."

The Hon'ble Mr. G. R. Lowndes :—* My Lord, I rise to a point
of order. There is a specific amendment moved by the Hon'ble Mr. Sarma,

and I understood that the Hon'ble Pandit was speaking to it, but now he is
practically moving another amendment, to the effeol that the whole clause

be omitted.”
The. Hon'ble Pandit Madan Mohan Malaviya:— I am
sorry, My Lord, I did not note Mr. S8arma’s amendment.”

The Hon’ble Mr. Bhupendra Nath Basu:—*“My Lord, it
does seem to me, and I thiuk it must scem to others also who may be affeoted
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by the provisions of this Bill, that the Government is providing a two-fold

penalty.  In the first placo, My Lord, there is section 34 of the oxisting Act.

by which certain offences are made punishable.  We are including in that list
the offence of not submitting a return in time. Consequently under section 84
a porson who fails to make a return wili be called upon to incur the penalty
thereby provided and that, it has been pointed out, may extend to Rs. 10 for
every day in which the default continues. Then comes a second stage. Not
having made the return, the Collector makes his assessment and we have, under the
law as it now stands, the right to put in a petition of ohjection to the Collector’s
assessment. This petition, as it must be known to the the Hon'ble the Finance
Member, is first of all disposed of by the Collector, and then, if the party is
dissatisfied, he may go up to the Commissioner and, further, to the Board of
Revenue. 'What now is proposed to be dono is this, that the porson assessed
will be deprived of his right of objection, unless he has put in a return at tho
first stage, or unless he has knowingly and wilfully failed to comply with the
requirements of any notice served upon him under section 14A. Well, My
Lord, in the first case, where I fail to sukmit my return, I am brought
up before a Magistrate. 1 have got thero a Judicial Officer deciding the
question as to whether I should or should not be fined in the circnmstances of the
casc. That is an understandable position. There the Revenue Officer takes
proceedings against tho assessce and the Judicial Officer devides the case, and
the whole case is decided between themselves, Bui here the protection of a
Judicial Officer is done away with, and here all that the party had got to do is
either to have bis petition of objection rejected, or to satisfy the Colleotor, who
is the Revenue Officer, that he had not knowingly and wilfully failed to comply
with the requirements. I say nothing against the Collector, My Lord, but is 1t
fair to the Collector who has got to make his collections of revenue and who is
often-times overburdened with a heavy amount of work, specially in presidency-
towns, is it fair to ask him to decide between the assessec and his own depart-
ment as to whether the assessee has knowingly and wilfully made the default ? My
Lord, if I may without impertinenoe appeal to the experience of Your Lordship
and also of the Hon’ble the Law Member, the question of wilful default and neg-
lect is one of the most thorny questions in law, and you throw the whole burden
of this upon the Collector who has to decide the matter as hetween himself
and the assessee. He may decide rightly and he may say to the assessee that
he has wilfully and knowingly failed. But would that decision satisfy the
assessee P Is it not one of the elementary principles in the administration of
law that not only should the law be justly administered, but the person who
is affected should also feel that it is justly administered ? Would I feel that
1 have got justice hefore a Collector P Would I bo satisfled that the Collector
has decided fairly in my case if I werc the assesseo that I had knowingly
and wilfuily failed ? I think, therefore, My Lord, that it is investing too

reat a power in the Collector, and, in the second plaoce, I think that the
Investing of this power at present is not necessary. These difliculties always
happen when we are amending an Act in instalments as it were, and we do
not foreseo the difficulties, or the practical effects of which we caunot anti-
cipate. Therefore, having regard to these difficulties, and having regard to
the faot that the finances are sufficiently protected by the penal provisions
already existing in the Act, I would support the amendment brought forward
by my Hon'ble friend, and I would respectfully appeal to the conscience of
the Finance Department, if that Department has any conscience at all, I
would respectfu]ly appeal to their sentiment that, until we take up the whole
Aot for rovision, to lct this remain. I say, My Lord, ‘sufficient unto the day is
the evil thereof,’ and you have brought in enough taxation even to satisfy the
insatiable appetito of the Finance Department.”

The Hon'ble Mr. G. R. Lowndes :—“I think my Hon'ble
friends a little forget that what we want in this case is the return and not the
penalty, and that the payment of a penalty is no adequate recompense for not
getting the return upon which the income has to be assessed, and therefore
really what wo want to insist on by every means possible, is that people shall
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make their returns.  From overy onuc to whom oue of these forms is sent out
we waut to get a return, and T venture tosay, even in the face of three Hon'ble
members of my own profession, that it is largely 2 matter of common sonse
that if a man has declined to give the Coliector the materials upon which his
income-tax ought to be assessed, it is absurd fo allow him to appcal against
the assessment which the Collector has been forced to malke in the absence of
those materials, My ITon'ble friend, Mr. Sarma, says, ¢ Oh! overything can be
got over by u fine, let Liw pay ten rupees, But take the caso of & man whoso
income-tax ought to be assessed at @ lakh of rujecs. Is it any adequate com-
pensation to the Government that they will get ten rupees as a fine, while tho
man may still appeal, having conccaled everything by his failuro to make
the return which the law demands trom him?

“There is one other argument which was addressed almost to me individual-
ly by my Hon’ble friend, Mr. Basu. He said surely onc of the objects of the
law is to make provisions which will be acceptable to the persons against
whom they are to be enforced. Well I would ask my Hon’blo friend to con-
sider whether any person who is assessed to income-tax against his will is likely
to be satisfied with an assessment made Dy the Collector or maintained on
appeal. I always think that these assessments to income-tax are a little
like an umpiro's decision at cricket,.that 2 man is out ‘leg hefore wicket '
There are very, very few people agaist whom the povalty is enforced who go
away believing that they have been fairly treated.”

The Hon'ble Sir William Meyer :—* The case has been so fully
dealt with by my Hon'ble friond and colleague, Mr. Lowndes, that I need say
very little more.

“The Hon’ble Mr. Basu has appealod to the ‘ couscienco or waunt of con-
science’ of the Finance Departinent. I say we have shown our ample posscssion
of conscience, and have tried to give some part of it to dishonest tax-payers.
We want to bring home to dishonest tax-payers the fact that, after all, honesty
is the best policy.

“My Hon'ble friend the Pandit asked what is tc be gained by this mea-
sure ?d I say, respect for the law is to be gainod; greater honesty is to be
gained.

“ Finally, my Hon'ble friend, Mr. Basu, says that there is a twe-fold
penalty. A man mry be fined magisterially under seclion 34 of the Act, and

cre we disqualify him on appeal. That is no new thing. There aro constant
rostrictions on the free right of appeal; it is coustantly qualified by time-
limits and so forth; and one would thirk that this is a very reasonable restric-
tion indeed. As for the two-fold penalty, let me take an iustance. It fre-
quently happens that men are disqualified from holding ceriain offences by rea~
son of {naving been convicted of certain criminal offences. My Hon'ble {friend
would apparently say in such a case—* Poor fellow, he has already been in jail
for (say) forgery, why should not he be a member of the Legislative Coun-
cil, or whatever public body the law provides such disqualifications for? I
should not be moved by any such argument oi double penalty in that case,
and I am not going to be moved by it in this case. I cannot possibly accept
the amendment.” '

The Hon'ble Pandit Madan Mohan Malaviya :—* On the
Hon’ble Member rising to speak......... "

His Excellency the President:—“The Ilon’ble Member has
already spoken.”

The Hon'ble Pandit Madan Mohan Malaviya :—* Ycs, My
Lord, but I did not speak to the amendment.”
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His Excellency the President :—“I cannot acccpt that from the
Hon'ble Member, because 1 was under the impression, until tho last words of
the Hon’ble Member's speech, that he was speaking to the amendment. I am
afraid, therefore, that I cannot help him.”

'The Hon’ble Rao Bahadur B. N.Sarma.--“My submission
was that if the Collector could not proceed without a return, be had the
option of having a man fined Rs. 10 for every day’s default, and that would
be a very good inducement to any man to make his return. That would be a
sufficient pupishment and \\'Oufd secure tho object. Again, if a man files
a revision petition or an appeal petition he will have to submit a return, and
the presumption of not having submitted the return and the accounts in proper
time would be raised against him, and it would be for the Collector and the
superior revenue authority to judge whether justice had been done in the
first instunce or not. My Lord, 1 do not think that in any event the exchequer
is likely to suffer, it is likely to gain.

¢ Then, My Lord, I submit that anomaly and difficulty would arise. To
{ake a case, an assessee appeals ; the appeal petition is rejected ;and the man
is put before the Magistrate ; I do not think any Magistrate could oconviot a
man if he could show that he has sufficient cause. Bupposing the Collestor
comes to the decision that he had no sufficient cause and the Magistrate comes
to the decision that he had sufficient cavse, thero would be an awkward
anomaly indeed. I do not know whether the revision petition would be
heard then. Then the principal point isit is difficult in actual practice to
distinguish between a oase of negligence and one of wilful default. Itfis
because it is so difficult and because you should not throw a person interested
in securing revenue into the awkward position of having to decide such gques-
tions before entertaining an objeotion, that I eay that this ameudment should
beacoepted. These, My Lord, are my reasons for still pressing the amendment.”

The amendment was put and lost.

The Hon'ble Sir William Meyer :—* My Lord, I now move
that the Bill, as amended by the Belect Committee, be passed.”

'fhe motion was put and agreed to.

12-4 »oy.

THE SUPER-TAX BILL.

The Hon'ble Sir William Meyer :—* My Lord, T beg to present 54,
the Report of the Select Committee on the Bill to impose a tax on income in
addition to that imposed by the Indian Income-tax Act, 1886, and also to move
Your Excellency to suspend the Rules of Business to admit of the Report
of the Seleot Committee being taken into consideration.”

His Excellency the President:—“I suspend the Rules of
Business.”

The Hon'ble Sir William Meyer:—My Lord, I explained
the intention and scope of this Bill in my speech introducing the Financial
Statement, and in the further speech introducing the Bill itself ; and the extent
to which the Bill has been amended in Seleot Committee is explained in the
Committee’s Report. I need only confine myself, therefore, to emphasising a-
few further points.

“In the first place, we are going on the principle of taxing in one year the
profits made in the year previous. That is the principle already applied in
respect of profits of companies and ‘ other sources’ of income in the existing
Act. Itisin fact the only feasible method, since we tax the profits actuall
ascertained, whereas if we taxed current profits, we should be dealing wi
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uncertainties. In so far as a man is taxed in a year in which he has not been
doing so well on larger profits in the previous year, he will have the compen-
sation that in tho third year the poorcr business of the sccond will relieve him
of somc laxation, Wealsohave to take into account tho fact that certain com-
panies, firs and persons have wade large profits in 1916-17 owing to the
war, aud that, as I indicated in paragraph 61 of my Budget speech, we propose
to secure a portion of these excess profits Lo the State,

“It follows that section 83 of the principal Ast, which is quite inconsistent
with this systera, would be out of place in the present Bill, and is therefore
not among tho scotions of that Act made applicable in the Bill. I may add,
too, that it is cut of place in the privcipal Act having regard to the method of
assessmont there adopted, and is 1arked for omission when wo™come to the
general revision of that Act

“ As regards the argument that it is a hardship to tax profits of a past
year that have alrcady been allocated, I need only say that any new tax involves
unexpected calls on peoples’ incomes; and, in the present case, the tax can
hardlg have been altogether unexpected for thers was certainly anticipation
of either an increascd income-tax, a super-tax, or an excess profits tax.

“ As indicated in the Seleot Committee’s Report, we fully debated the
%uestion as to taxing companies and firms in respeot of undistributed profit.
hat is the British practice, and primd facie wo should be" quite justified
in standing by it. But, as indicated in tho Report, we have made an important
oconcession with reference to the special ciroumstances of India at the present
time, that is, besides exempting from the ¢ taxable ’ undistributed profits the
Rs, 50,000 previously contemplated, i.e. the difference between total and
taxable inoome, we make a further allowance not exceeding 10 per cent. on
the whole profits, ¢.e., the whole sum on which the ordinary income-tax is paid
for amounts left undistributed in the business. Thus, if a company had made
40 lakhs and had distributed 32, leaving 8 allocated to reserve or otherwise
applied to the purposes of the business, that 8 lakhs would be reduced by
Rs. 50,000 plus 4 lakhs and the super-tax, so far as undistributed profits are
concerned would be paid on Rs. 3} lakhs only.

“ As has been indicated in the Report, in making this concession, we have '

bad regard to the special circumstances of Indian enterprise and industry, §. e.,
we wish to encourage the expansion of capital applied to industrial enterprises
by allocation thereto of part of the profits already made. We have also taken
into consideration the faot that the assessments this year will be made on
profits of 1916-17, and that those profits have in many cases been obtained ‘at
the cost of special strain on plant and machinery, which would not be
adequately covered by the general allowances inade for depreciation. The
10 per cent. concession is intended to cover this also, and I desire to emphasise
the fact that it is a very special concession not covered by British practice, and
that we reserve to ourselves liberty to re-consider it later on when things have
become more normal, if circumstances seem then to point to the fact that the
conoession is needlessly large. Further, I should like to say that it must not
be in any way understood that by giving a concession up to 10 per cent. of
total profits, the Government consider that that is the maximum amount which
ought to be put into the expansion of the business. There may well be cases in
whioh a company or firm would find it to its own ultimate interests to utilise
more than this sum in business expansion, even at the cost of paying some-
what more in the way of super-tax.

% Another point which has been brought to my notice by my Hon'ble
friend, Mr. Bray, is this. In the case of companies and firms which make pro-
fits in India, but have also an English domicile, they are subject to the English
income-tax and super-tax as well as to ordinary Indian income-tax. That
raises what may be called the double-income-tax question, which the Hore
Government have already promised to consider, and which must indeed be
oonsidered in connection with post bellum measures caloulated to draw the
bonds of Empire closer. But, for the present, we must take things as we find
them, and we cannot give up any portion of our ordinary income-tax.



THE SUPER-TAX BITLI. 539

[7ra Mawron, 1917.] [ Sir William Meyer; Mr. Rangaswamy Ayycngar ;
Rao Bahadur B. N, Sarma. |

. “I may point out, too, thal it is not exactly a question of full doublo-
income-tax, scoing that for purposes of Homo assessmont income-tay paid in
India is doducted from the asscssable income in England.

“ Well, now as to the applicaiion of this to the super-tax. We cannot take
into account at present the operation (£ income-tax and super-tax in England,
but the ¢xcoss profits tax levied there as a tomporary war moasure is on a some-
what different footing, and we propose, as a measure of equity, to lay down
that where evidence has been given that in respeot of Indian transactions
coming under this Bill, a specific sum has been paid to the British authorities
in the way of oxcess profits tax, that amount shall be treated
for Indian purposes as working-cxpeases, and shall not be taken into account
in calculating the taxable income.

“ Another point raised in Select Committeo by my Hon'ble friends,
Mr.;Bray and Mr. Wardlaw Milne, was the practical operation of section 21 of
the principal Act, which is one of the sections to be made applicable in the
present Bill. Tbat scction runs as follows :— '

¢ Any person not resident in British India, whethor a subject of Her Majesty or not,
being in receipt, through an agent, of any income chargeable under Part IV, shall be charge-
able under that Part in the name of the agent in the like manner and to the like amount-as
he would be chargeable if he wero resident in British India aud in direct receipt of that
income,’

“ T was asked whether, if a company or firm remitted directly to & partner
or shareholder resident out of India tﬂe amounts accruing to such partner
or sharcholder by reason of profits or dividends, that transaction
would be treated as an agency transaction within the soope of section 21.
My reply is that this would be a strained reading of section 21 as it
stands. We should regard the transaction desoribed as a direct remit-
tsnce to the beneficiary, and the agency provision would only come in
where a third party was employed as an agent. We are prepared to make this
point clear by executive instruotions ; our intention in connection with the

resent legislation being, as I stated at the last sitting, to disturb the existing
aw and practioe as little as possible.

“ As stated in the Select Committee’s Report, we desire to treat Hindu
joint-families on the same footing as far as possible as firms.

“ 1 need say nothing more at thisstage, and would now move that the
Report of the Belect Committee be taken into consideration.”

The motion was put and agreed to.

The Hon’ble Mr. Rangaswamy Ayyangar withdrew his
amendment to clause 1 (3) which ran as follows :—

‘That the words and shall cease to be valid after Marah 31st of the year following the
close of the present war be added to clause 1 (3), after the words the first day of April, 1917,

The Hon'ble Rao Bahadur B. N. Sarma :—*“ My T.ord, I beg
to move tbat to sub-olause (3) of clause 1 the following be added .—

‘and continue in force during the period of the war, and for six months thereafter.’

“I ask the Council by accepting this amendment to confine the operation
of this Bill when it becomes law to the period of the war and for six months
thereafter, or, in other words, that this Council and the Government should
treat this as a special war measure. Itis not the intention of anyone here;
it is not my inteution to embarrass the Government of India in the slightest
degree, or to decline in any way to permit them to raise what money may be
needed for the defence of the country or for the progress of the war which 1s in
operation. I readily therefore consent to the Government raising, by means
of this taxation, the sum that they hope to obtain in order that the war might
be helped du;f:g the year. I only ask that the vonsideration of the large
questions raised by this Bill may be deferred to a future date when every-
body’s mind would Le free to consider dispassionately as to the best ways-
and means whereby money can be raised, and how much has to be raised,

1817 2.,
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When T irled to raise, on the last orcasion, the question as to whether
it was ocompetent totho Government to raise rovenue in antisipation for
unsanctioned expenditure, for a non-Government of ludia purpose, I was
overriled and T bow to that ruling, and I cannot, and I will not, raisc that
question. But all that I ask the Council now to consider is, whother it would
be right to legislate for an indefinite period when we have not at the present
moment the actual sanction of Parliament and do not know anything with
regard to the measurcs which it may be proposed to take with reference to
India and the British Empire in general. It would be, if 1 may say so ond
I may be pardoned for saying so, wrong and unwise to do it—it would be as
suicidal as for a ward to tempt his guardian to cast aside the safeguards the
guardian hiwnself has proposed for the ward’s protection, aund to consider in a
time of crisis as to what may be doue in adjustment of the rolations betwecen
the ward and the guardian for the guardian’s benefit. I takeit, My Lord,
that the legislation since 1858 has been enacted on the footing that India is
a dependant country, that the Government of India are only the mouthpiece
of tho Sccretary of State, that the Sccrolary of State is responsible to
the Cabinet and to Parliament, and that consequently in vital watters
the Government of India has virtually no discretion to act independently.
And acting ou that footiug neither the Government of India nor we can have
any real voice in charging or directing policy. Further, the attitude of tho
Government shows clearly that we are but a deliberative assembly in substance,
and all that we, on the non-official side, can do is but to advise the Sovereign
or Your Excellency as his Vice-Regent sitting on the throne of the ancient
Hindu and Muhammadan Kings. Now the question which under the circum-
stances I put to myself was, whether I would bo acting honestly if I should not
ask the Council to proteot itself for some time until the end of the war with
the safeguarda which the Yarliament has enacted for our benefit. I do not
ask you on this amendment to judge as to whether at the present moment
one hundred millions are necessary, or vihether we shall have to find the
interest on that amount or the sinking fuud. 'We claim to be partners in the
Eupire ; we shall have to bear the burdens, and we shall cheerfully do so when
the time comes when we are treated on an equal footing. That day, we hope,
will come sooner or later, and at the end of the war, wo shall have to adjust
our relations on that footing. But, meanwhile, Jet the relations continue as
they have been ; sectiors 20, 22 and 28 read together seem to my mind to shuw,
and tbe ancient practice of this Council also seems to show, that we only
budget for sanctioned expenditure for a purpose which is understood to be
a Goverument of India purpose, snd that the Secretary of State or the
British Cabinet has no power to borrow from any one for any purpose
whatever unconnected with the Government of India. I agree that we
should provide funds for the current year without defeating the purpose
which His Majesty’s Government and the Indian Government have eciua.liy
at heart, that of prosecuting the war to a succe:*’ul conclusion. 1 take
it that it is perfectly open to the Parliament to consider the representa-
tions of this Council and of the Government of India or His Majesty's Govern-
ment, and arrive at a deoision as to whether the revenues of the Govern-
ment of India can be applied for the purpose of maintaining His
Majesty’s forces outside the Indian borders. I hitherto took it that
that that sectioc was meant to mean borders within the sphere of
influence of India. Charges in connection with Egypt, charges in
connection with Persia, in connection with Burma, in connection with
Chins.........”

His Excellency the President :--“Order, Order. I should like
the Hon'ble Member to confine himself, as far as possible, fo the amendment
which he is moving and to the Bill. Ido not wish to interrupt him, but I
should like him to confine his remarks within a brief space to the wider
aspwts." .

The Bon'ble Rao Bahadur B. N. Surma —*1 say, therefore,
that the practice has been that. We should not weaken in the sglihtest degree
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tho hands of the Government in what they have done already in providing for
the current year's expenditure, or embarrass them. At the sawe time, we
should not weaken tho people’s representations if there should he any on a
wider considoration of the proposals befors the country. I submit it would be
perfectly competent and wise ou our part to raise as much money as we can,
even by further taxation if need be,by a supplementary Bill later on, all the
money that may beactually nceded for the prosecution of the war. That ig
the rcason why I ask the Council to confine the operation of this Bill to the
period of the war and six months thercafter. I do not want it to be said that
we, Indians, grudge showing to the best of our ability our active co-operation
in the causc of the war, and therefore I should not like to jeopardise the
chances of India fora fair learing. But, at the same time, I do not want it to
be said that we have nol attempted to protect the interests of the people,
because after all it will be said that this offer of the Governmeut of India to
His Majesty’'s Government is by an agent to the principal. I hope that, in
future, the relations of the Government of India will be such as to practically
represent us ; that is what we have been praying for in Congress, and until
that time arrives people would say that it is from ono agent to another or by
an agent to the principal. I should not like that to be said. No inconvenience
would be felt at the moment if my position be conoceded by the Counoil ; the
money can be raised by taxation, and it can beapplied in any way the Govern-
meut thinks fit. There is nothing in law to prevent Government from coming
up for further funds, if necessary. I do not think, therefore, that we shall be
jeopardising 313; interests if the Oouncil accedes to my request that this
question be further deferred, and that its operation be confined to six months
after the war. I shall not go into the further question now, but shall deal with

it later.”

The Hon'ble Sir William Meyer :—*“ My Lord, I cannot accept
this amendment. I made it clear in my speech introducing the Financial
Statement that we had undertaken abiding liabilities, and that we had to frame
our taxation accordingly ; that was one of the rcasons I gave for rejecting a
temporary Exoess Profits tax and for falling back on Buper-tax. Therefore,
we desire this Bills whon it become, law, to be & permanent part of our Btatute-
book, permanent in this sense that it may come under revision when circum-
stances require it, but that it remains in force till it is definitely modified
or repealed. I think the Hon’ble Member said that there would be no incon-
venience in framing a Bill for a tomporary period onl{mand then ocoming up
again. I say thereis every inconvenience in doing that. You will unsettle
peoples’ minds, you will leave them to cherish illusory hopes of remissions of
taxation. When you have got to impose taxation of this sort, it is much better
to do it once and have done with it. As for the Hon’ble Member's legal

ualms, I can leavo it at this, that the Government of India Aot is an
gmperial Statute, that it is for the law officers of the Crown at Home to
interpret it ; and that if anything is required it will be done by Parliamentary
Resolution, as was donu in 1914 in respect of our then contribution to the

war.”’
The amendment was put and lost.

The Hon'ble Mr, Kamini Kumar Chanda :— With regard
to these amendments which stand against my name—

¢]. That in clause 2 (1) (a) the letter and brackets ‘ () ’ be inserted between the letters
and brackets ¢ (¢) ’ and * (g).

2, That in clanse 2 (1), sub-heads (£), (c) and (d) and the proviso be omitted.’

I wish to say this: that I sent notice of them before I had received a copy of
the Report of the Seleot Committee. After having read that Report and
further considered the matter, I do not press these amendments. I ask for
permission to withdraw them.”

The two amendments were, by permission, withdrawn,

12-29 »r.x.

12-30 p.at,



12-33 p.u.

H42 THE SUPER-TAX BILL.

[ Rai Sita Nath Ray Bakedur; Rao DBahadur B (7ra Manch, 1917.]
N. Sarma ; the President. ]

The Hon'ble Rai Sita Nath Ray Bahadur:—"“My Lord,
I also gave notice of a similar amendment, namely :(—

“That in clause 2 (1), for sob-clauses (£), (¢) and (@) und the proviso the following be
substituted :—

(8) any income which o person enjoyz as a member of a company or of a firm or
of & Hindu undivided family ‘when the company or the firm or the family is
lisble to the tax,

and I honestly believe that the provisions of the Bill, as at present worded, will
press very heavily on certain individuals. But, in viow of the present emer-
genay, it is not desirable that I should embarrass the Government by striking a
discordant note. I, therefore, beg to withdraw the amendment, and at the same
time T desire to take this opportunity to express my acquieseence in the pro-
posal tn make a suitable contribution to the Home Government for the success-
ful prosecution of the war.”

The amendment was, by permission, withdrawn.

The Hon'ble Rao Bahadur B. N. Sarma :—* My Lord, I beg
to move the following amendments : —
‘ That in clause 2 (1) for clause (8) of the definition of ¢total income’ the following
he substituted :—
{8) in the case of a Hindu uudivided family, so much of the joint income of such

family as would not be liable to asscesment under this Act if all the members
of the family had been divided on the date of the assessment.’

‘ Provided that the total amonnts payable by such joint-family does not exceed the
aggregate of the sums which would have heen payable by the several members
of the family in respect of their shares of the incone, if they had been devided.

“T shall present a concrete instance of how the Act works and how it will
work under my amendments, and leave it to the Council to judge as to whether
the amendments that I have scught to put in are reasonable or not. With
Your Lordship’s permission, I may give my reasons on both the amendments,
and Your Lordship may put them separately ; it would save time.”

His Excellency the President :— Yes."”

The Hon'ble Rao Bahadur B. N. Sarma:—*“Supposing an
undivided family consisting of four brothers, has an annual income of 2 lgkhs
of rapees. If the family be divided, or if their shares are defined, each share
would be 50,000 rupees, and not be liable to this super-tax. Butif the brothers
continue as members of an undivided family, and spend Rs. 10,000, then they
would be liable to pay - assessment on a lakh and 90,000 rupees, on 50,000
rupees at the usual rate and on 40,000 rupees at a higher rate. In the case of
an undivided Mubammadan family there would be no bhardship, because the
assessment would be only on the undivided share of each individual member
of it. I take it that, as the wording stands, a Dayabhga family in Bengal,
although there is no survivorship among the members, would fall within the
definition of an undivided family and be liable to assessment at the higher rate
although the family cannot besaid to be a corporation strictly. Now, My
Lord, in actual practice, therefore, the law would be penalising the Hindu
religion, would be placing a disability upon those following the Hindu law, and
would encourage the division of Hindu families. T am not here to defend the
undivided family system or to argue as to whether it would be wise to encour-

.age division in undivided families; that is not the question hefore the Council,

but the question is, whether we as a legislature should interfere with the

es of the people in an indirect manner and encourage division by making
it their interest to do so. My humble submission is that it would not be wise
or expedient or proper.

“Then, with regard to the incidence of taxation, my amendment
is this, supposing it was three lakhs and four brothers, If they divided,
each of tﬁem would get 75,000 rupees; each of them would be liable
to pay super-tax on 25,000 rupees not at the higher rate, but one of
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the 10\_\'@1‘ ratcs, whereas, if they continued to be an undivided family,
deducting Rs. 10,000 or Ks. 20,000, the amount they may spend during
that year, ou tho Ks. 290,000 or Rs. ¥,80,000 they would he liable to pay
at the highor rate. I submit that that would be unjust ton. Therefore, I
guggesteﬁ that for the purposes of assessment the family should be treated as
if it were divided, that only the incomes of the several members as they would
Lave been if they had been divided should be assessed. No doubt thore were
some difficulties under the old Act, but those difficulties were not greatly
felt 50 long as the tax was low. The taxes were raised only last year, and
there has not been suflicient time for people to understand them or to feel
them. But this is a permanent Act, the rate is very high and the vonsequences
would be irresistible. It would lead to disruption of Hindu families. 1t would
lead to heart-burning on the ground that there is a disorimination between
Hindus and othes, although I am sure the Government never meant it, and
they are only following the precedent of the previous Income-tax Act. I,
therefore, hope that the Govornment will be pleased to acoept this amendment.
Of course it may be said that it would be difficult to determine the shares, but
in the case of & Mubammadan family, the same difficulty would arise, whether
the sharc was ¢ or 3;. Thereis some difficulty no doubt, but there is
no essential difference in the difficulty betwesn what the position would be in
the case of an undivided Hindu family and an undivided Muhammadan family.
The difficulty would be still less in the case of a Dayabhga family. In any
event under the existing provisions there would bereal hardship, and I hope
the Goyernment and the Council will deal with the amendment sympathetically.

The Hon'ble Pandit Madan Mohan Malaviya :—“ My
Lord, I have already stated in my note the reasons which led me to dissent
from my Hon’ble colleagues on the Beleot Commitlee on the point now
before the Council. I think that while the objeot of the Committee has
without doubt been to treat undivided Hindu families as standing on the
same footing as firms, owing to the peounliar constitution of the joint Hindu
family, members of such families would be exposed to a serious disadvantage,
unless an amendment like the one proposed by the Hon'ble Mr. Barma is
accepted. In the case of a firm as soon as profits will be paid or finally allotted
to a member, they will become the separate property of the individual ;
80 also in the case of a company as soon as dividends will be paid or deolared
for payment ; no difficulty will arise here. But in the case of & joint Hindu
family the moment any amount will be finally allotted to a member of such a
family, ¢ e., that amount will by law become the separate property of that member,
and if that member should happen to die, the course of succession to the pr;Perty
will in many cases be diverted. Therefore, either members of a joint Hindu
family must submit to a higher taxation than what the Government contem-
plates they should be subject to, or they must expose themselves to the danger
of the breaking up of the joint-family. I know that the Committee did not
intend this; I know that the Government did not intend this. I know that
the Hon’ble the Law Member has been anxious to do something to remedy a
defect which is obvious. I regret that when the matter was before the Select
Committee, I was not able to see clearly myself what the exact form of amend-
ment to recommend should be. I have since put it in the form in which it
stands in my note, and that is the form which the Hon'ble Mr. S8arma also
has suggested. I hope the amendment will commend itself to the Hoa’hle the
Law Member, and that Government will see their way to accept it."”

The Hon'ble Mr. G. R. Lowndes :—“ My Lord, I feel and have
felt from the commencement that there is considerable difficulty in dealing with
the oase of the undivided Hindu family, because, in the first place, we get no
help in dealing with a semi-corporation of that natvre from the provisions of
the English Super-tax Law, as such a semi-corporation does not, of course,
oxist there. It is an institution which is peculiar to India, and it does undoubt-
edly causv some difficulty in assessing anything in the nature of = super-tax,
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But the only fair way of dealing with it has appearcd to us to be to pul undi-
vided lindu families on the same footing as firms. If in India you cxempt,
as we do under the Super-tax Act, all kinds of agricultural income and (here-
fore put aside what 1 may call the agricultural joint-families of India (whieh,
I fanay, are very much the larger number), the only joint-families which will
eveutually be subjeot ¢o super-tax are the trading ones, and the ¢ividing line
between a firm and a trading family is a very thin oue; in fact in many
aspocts of the law they are already treated on exactly the same footing. They
are trading associations, but instead of being a partnership at will between a
certain number of persons who come together by contract as partners, they
are a partnership by custom, one of the incidents of which is that when a male
ohild is born in the partnership, he takes a definite interest in it by birth. But
the ncarest analogy you can get to the Hindu joint-family is undoubtedly a
partnership, or what we call In this Bill a firm. Therefore, where you have a
family of this sort, the only really fair way ol dealing with it is to treat it on tho
samo Jines as if it were a firm It has been treated on cxactly the same foot-
ing as a firm ever since 1886 without, so far as I know, any objection. For
thirty years Hindu families have been taxed exaotly in the same way as firms,
and the only exempting provision uunder the Act of 1886 was that, whero a
family had paid the tax, an individual member of the family should not be
asked to pay it over again.

* We bave in the Super-tax Act got away from the principlo of what
I may call taxation at the source, namely, taxizcg a company on what the com-
pany makes, taxing a firm on what the firm makes, and taxing a trading Hindu
family on what the family makes. We have said that we would tax in the first
place the individuals. The reason for that is obvious, If you tax at the
source, as you do in the Income-tax Aot, you will have to give a great number
of refunds. In our income-tax legislation of last year, a graduated tax was
adopted. In the case of a company, where the profits are divided up among
the share-holders, individual share-holders who do not come within tho one-anna
rate ﬁet a refund of the amount of tax over and above the particular rate which
would have been applioable to them—the 5-pie rate or the 6-pie rate, or whatever
it might be. It is quite obvious that if you were to adopt that principle under
the Buper-tax Act—and it would, I think, he the fairest of all—you would have
such an enormous number of refunds to deal with, that it would be quite impos-
sible. Therefore, we had to get away from this principle at once. Getting away
from the idea of taxation at the source, we started with the principle of taxing
the individual according to his income at whatever the rate of super-tax he
might be liable to. But directly you come to consider the matter from
this point of view, you find that there is always a residue left in the hands
of these semi-corporations, s.c., 8 company does not divide the whole of its
profits, but keeps a considerable sum back and puts it to reserve. In the same
way partners do not spend all the income they have made; they leave
a considerable Yortion with the firm; and in the same way, a Hindu
family, as we all know, does not spend the whole of its income, at all
events in a good year, but leaves some in the family purse which goes on
accumulating. Therefore, while the main idea is to tax the individuals, it is
clear that you cannot let off from taxation the residue which is kept by each
of these semi-corporations, and you must devise somo means of taxing, to a
fair extent, the reserve taken out of profits by a company, the reserve kept in
the firm by the partners and the reserve in the common family purse of a
Hindu family. I quite admit that the Hindu family would be entitled to
divide that reserve if they chose, and in that case, if each member of the family
took his own share, you could only tax the individual’s share if ho came within
the super-tax rate, Exactly the same thing occurs in the case of a firm which,
as I have said, is the nearest analogy we can get. Supposing the partners
choose to divide the whole of the profits made in the year, each partner will
be taxable solely on what he gets. There will be no residue in the firm, and
the firm as an association will not be taxable at all, because it has put aside
no reserve from the income of the year, and, exactly the same principle applies
to the company. Therefore, it is clear that so far the Hindu family and the
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firm are treated on the same footing. Put it is said that you will drive the Hindu
family to divide in order to escape tasation, I have nodoubt that my Hon'blo
friond, Mr. 8a-ma and the Hon’ble Pandit, are {skinginto consideration what
is a natural factor in such cases, namely, that everybody wishes to escape
taxation 1f they can, and it may be that the Hindu family will say *rather
than pay this super-tax we will divide’ Just the same thing may be dono
by a firm. But s the ordinary business firm wiser than tho I ndu family ?
Do you think that the firm will divide the whole of their profits merely in
order to escape paying super-tax on the residue? I doubt if they will. They
are vory much wiser people than that. They will say that if they divide and
spend they will go on making the smaller income—that follows from the
smaller capital—whereas if they put aside a sum every year, they will have a
larger capital, they will make a larger income, and they will have a larger
amount to spend in future years and a larger amount again to put to reserve,
Exactly the same line of argument applies to the company.

“Therefore, I doubt if the Hindu family will be as unwise as my Hon’ble
friends scemed to think, or, if owing to its natural desire to escape taxation, it
will divide the whole of its income.........."”

The Hon’ble Pandit Madan Mohan Malaviya : —“It would

be a reasonable desire in the circuwstances, honest and just.”

The Hon'ble Mr, G. R. Lowndes ;—“I leave it to my Hon'ble
friend to deoide whether it is reasonable to desire to avoid taxation.....,...."”

The Hon'ble Pandit Madan Mohan Malaviya :—* Not
that, but to pay only one’s proper share, what is just and honest,”

The Hon'ble Mr. G. R. Lowndes :—“ To paﬁ what the law says
you have got to pay. It seems to me that what both my Hon'ble friends want,
in dealing with the Hindu joint-family, is to keep the family undivided, but
to give 1t all the advantages of being partitioned. It is the same with the
firm who would say, ‘we want you to treat us as if we did divide the whole
of our profits ; it is true we do not—we keep a common purse. Why ? Because
for our own purposes it is desirable to do so.’ It is the same with a company—
*Why tax us ? '[reat us asif we had divided tho whole." That is an argument
you can apply to all of them ; but you cannot apply it only to one of them.
You cannot apply it to the Hindu joint-family and say it does not apply
equally to the firm. As I have said, it seems to me that you must keep the
three practically on the same footing i
« But it is said that we do not do thisin the case of the joint Hindu family,
inasmuch as we are driving them to divide. AsI have already said I doubt
if they will divide, but in this I bow to the greater experience of my Hon’ble
friends who have supported this amendment. They may in fact divide, but I
in take the liberty to doubt whether we shall have driven them to do so, or,
even are holding out an inducement to them to do so, and if we are, whether that
is necessarily a wrong policy. My Hon’ble friends do not seem to follow the
ideas of the ancients in this matter at all. The idea of the ancients was that
there was merit in division. I do not want to bore the Council, but I should
like to read a few words showing how this was regarded in the old days, I
will read a short passage from Maine's ¢ Hindu Law’......"

The Hon'ble Pandit Madan Mohan Malaviya :— May I
interrupt my Hon'ble friend for 8 moment? My whole point 1s, whether the
Government should, by means of this Aot, constrain the Hindu joint-family to
divide I do not want to disouss the ethio of a divided or undivided family, I
submit it is not right for the Government, when it does not want to tax a
joint Hindu family more than companies or firms, that it should by the
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enactment proposed compel them oithor to divide or to lose the benefif of the

cxemption to which they are as much entitled as members of a firm or a
company.” '

The Hon'ble Mr. G, R. Lowndes:—*“ My Lord, the argument
that has been used is this, that it you tax a Hinda family in this way you, will
bo putting before them an inducement for division. My solo argwmnent at this
moment is that, if this is true, [ am not &t all sure that it is a valid objeotion.
T have already said that Udoubt if it will produce this rosult. But suppose m
Hon'ble friends are right, having a greater experience in that respect to whic
I bow ; supposing that is the result, I say, I doubt. whether it is an argument in
favour of omitting tho Hindu family from the provisions of the Bill. Aad I
am ouly pointing my argument, as I am fairly entitled to do, by showing what
the sagos have said on this point. I do not propose to trouble the Council with
a long extraot, but I think this may be of some interest :—

“The famil{ feeling against partition is so strong, since what ono gains all the others lose,
that it is probable the usage would have had s painful struggle for existence, if it had not
been supported by the strongest exteroal influcnce, namely, that of the Brahmans. This support
it certainly had. As long as a family remained joint, all its religious ceremonies were
performed by the head. But as soon as it broke up, a multiplication of ceremonies took
place, in exact rati> to the number of fractions iuto which it was resolved. Hence a propor-
tionate increase of employment and emolument for the Brahmans. The Sauskrit writers are
perfeotly frank in advocating partitivn on this very gronnd. Manu says: ‘Either let them
live together, or if they desire religious rites, let them live apart, since religious duties are
multiplied in separate houses, their separation is therefore legal,’—to which Kulluka
(one of the ancient and important writers) adds, in & gloss, ‘and even landable’ And

80 Gautama (one of the sages going back to the very earliest days) says:—'If a
division take place, more spiritnal merit is acquired.’

“Well, I will use that as an answer to the argument, for what it is worth
that supposing this gives an inducement to divido, it is a thing Government
ought not to countenance.

“Let me add another point. I doubt if it will cause such an inducement,
because I think the Hindu joint-fumily is much more practical than my
Hon'ble friends seem to think, I have disoussed this aspect of the case at some
length with my Hon’ble friend, Pandit Malaviya. He and I had an extremely
interesting disoussion the other day in which I hope I was not unsympathetio
even from his point of view. But after he left me I went into the figures, and ,
1 think it may interest the Council to hear the result—I will not give details
but merely a resume, the argument being that there will be no inducement
to divide. I do not say there will be none on the figures of any case, because
you cannot work out things of this sort for the infinite number of combinations
you may have, as the family may consist of an infinite number of members,
and may be a family which spends much or little of its iucome But I have
taken what appears to me, and what I think appeared to the Hon'ble
Pandit when we were discussing the subject, a fair average test oase of a
Hindu family. That is, I take a family of tgve, which, I think, is fairly repre-
sentative, and I takea family which saves roughly one-third of itsincome,
I will give my Hon'ble friend the benefit of the proportions taking the
larger sum in all cases to the joint purse as the richer families may not
spend as much as that. I think it will interest the Ccuncil to hear how it
works out, merely remembering ‘that the point I am dealing with is the argu-
ment that, if we tax them as this Bill provides, it will induce them to divide,
that is, to break up the . old system of the Hindu family. I start with

the example which the Hon'ble Mr. Barmna took, namely, a family with an
income of two lakhs, but taking a family of five and one which saves one-third
of its income. If they do not divide they get Ra. 50,000 free plus 10 per
oent. of two lakhs, 4. e., Rs. 70,000, and that as near as we can get, is the one-
third of their income which they do not spend. Therefore, we may neglect the
‘two-lakh family. It will neither pay if 1t divides, nor will it pag if it remains
"joint. Now take a three-lakh family with five members. The five members,
if they divide, will pay Re. 3,125, If they do not divide, they will pay
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Rs, 1,250. A four-lakh family if they divide will pay Re. 9,876 : if they do
not divide, they will pay Ks. 4,062. A five-lakh family, if they divide, will pay
Rs. 15,620 : if they do not divide, they will pay Rs. 7,812. Then a ten-
lakh family—I jump now to larger figures, because 1 do not wish to weary
the Council—if they divide, will pay roughly Rs. 70,000: if they do nol
divide, Rs. 50,000. A fiftcen-lakh family will pay 13 lakhs if they divide, and
s, 1,34,000 if they do not divide. A twenty-lakh [amily, if they x{ivide, will pay
Rs. 2,60,000, and if they do nct divide Rs. 1,70,000. Of courso I quite admit
there will bo variants both ways—variants more to the advantage of the joint-
family, variantsless to the advantage of the joint-family. But T have taken
what I think are fair average cases, and I have given the Council a rough idea
of what the figures will be, T do not think therefore that any argument can be
based on the practical results, that if thcy are taxedin the way the Bill
proposes, it will really be an inducement to joint-families to divide,

“There is only one other point to which 1 need refer, and that is this,
At the present moment we are only dealing with the past year—we are dealing
with the completed year 1916, and therefure, so far as this first year goes, there
can be no question of driving a family to divide, because of course what they
will be taxed upon will be the actuals of the past year. It will be families
who have actually divided who will pay. Families who have not divided and
have made a saving in the common purse will be taxoed on the savings of last
year, whatever they were. 8o far as wo are considering the future, at the end
of this year, we shall undoubtedly be in a very much better position to deal with
this and a good many other questions under the Super-tax Act than we are now.
We really do not know how many undivided Hindu families there are who will
be taxable at all.

“Personally, I venture to think they will be very few under the system which
has now been accepted. Every joint-family now will have the first fifty thousand
free plus 10 per cont. of its total income, I doubt if, with these exemptions,
there will be very many Hindu families which will be taxable at all. But at all
events it the end of this year, we shall be in 8 much better position to deal
with the question. We shall know how the matter stands, and whether, as a
matter of fact, there is likely to be any hardship, and if there is, I am sure that
the Hon'ble the Finance Member will be quite willing to reconsider the ocase
before the Budget is brought in next year. For the moment, I quite admit
that to a great extent this is a leap in the dark. We do not know
how it is going to affect joint Hindu families ; we do not desire in the least to
penalise them unfairly. Bul as far as we can see after really a great deal
of thought and a great deal of discussion, both with my Hon'ble friends
and among ourselves, we have come to the conclusion that the only fair and
reasonable way of treating joint Hindu families at all events for the present
is to treat them like firms, and to put them on the same sort of footing as
firms. But if any Member of this Council can devise a really better and
more practical method of dealing with them, we shall be very glad to
consider it.

“With regard to the Hon’ble Mr. 8arma’s amendment, I would say at once
that it is utterly impracticable. In a very recent portion of this debate, we
were considering whether it would be desirable for the unfortunate Collector,
who, we were then told, was a very busy man, to put more work upon him,
and ask him to decide whether a person had wilfully and without. justification
refused to send in & relurn, and now . we are calmly asked to put upon him
the task of diviling up a joint-family’s income. My Hon'ble friend would
tay to him ‘ It docs not matter how you divide it; your decision will not
bind the family in any way. But would you kindly decide exactly what por-
tion of its income every member of this family would have got if they had
divided 7’ I can onl{say that if there is one doctrine which is abhorrent to
the law——and in this I am quite sure that everi'1 legal Member of this Couneil
will support me—it is that we never deal with hypothetical cases. We never
try to asoertain what a person would get if there were going to be a partition,
VVe say ‘ sufficient unto the day is the evil thereof '. If you want a partition
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go beforo the Courts, but do not ask them to say whal share you would get if
you partitioned. If my friend’s idea of thesc bypothetical partitions were
cartied out, one can imagive what a throng there will be at the Collector’s
door from the hoary old mun with ono foot in the grave down to the baby at
its mother's breast, all asking the unforfunate Collector ‘would you please
tell us how much each of us would get if we were to divide ?*”

The Hon'ble Mr. Bhupendra Nath Basu :—“My Lord, we
have listened to a vory iuteresting discourse from my Hon’ble and learned friend,
tho Law Member, on the ethics and constitution and position of a Hindu joint-
family. For onoe he has cited our ancient law-givers as throwing light on his
own way. My friend objcets to the word ‘once’. I have no doubt that he will
find considerable light and considerable comfort in the ancient institutes of
the Hindu poople. It is no doubt a very difficult subjeot to deal with, and I
frankly admit that. But my friend will also admit that English jurists in
dealing with Hindu institutions have often-times fallen into great errors. Take,
for instance, the question of the position of a Hindu widow. A considerable
amount of injury and injustice has been done in treating her interest as the
interest of a life-tenant under the English law, The Hindu widow, My Lord,
no doubt enjoys the income of her husband’s estate, if he has died childless, for
her life ; but for the time being she has all the rights of a full owner,
and those rights are quite distinct from the rights of a life-tenant
under the English law ; but nevertheless naturally English jurists who wero
familiar with life-tenancies in their own country fell into the error that the
Hindu widow was a life-tenant, and dealt with her rights and position on that
basis. Bimilarly-~I hops my Hon’ble friend will forgive me—he has con-
founded an English firm with the Hindu joint-family, They are apparently
similar, but they Bave very many points on which they are at complete
VATIANCs .., .. ... .

The Hon'ble Mr. G. R. Lowndes :—* Would Your Lordship allow
me to intervene ? I was very careful to say that I treated them as analogous.
I used the word analogous over and over again with reference to them.”

The Hon'ble Mr. Bhupendra Nath Basu:—*“I thank my
Hon'ble friend, but analogy is often deceptive, for the essential difference is not
seen, As my Hon’ble friend knows, argument by analogy is oue of the many
instruments or methods which lead us into pitfalls; and I am afraid my
Hon'ble friend has not been saved even from the perception of analogy from an
evident pitfall which, I hope, I shall be able to expose in this Council. The posi-
tion is this, My Lord. In the case of a business-firm each man has got a definite
and a separate interest in the firm, and at the end of the year when the
acoounts of the firm are adjusted, the position of each member as regards the
profits is determined. Sometimes it happens in the case of business-firms that
the profits which each individual member is likely to get are not finally allot-
ted to him ; for the purposes of the business, the profits are kept along and
oontinued to the next year. But in the case of an unfortunate (or fortunate,
whichever way you look at it) Hindu joint-family, we do not know, it is
difficult to predicate of any individual member of that family as to what his
share is. The whole family from the old man whose time has come to retire
from the world down to the babe at the mother’s breust are interested, and
when one member dies it is not that his sons succeed, but the survivors succeed
jointly. Not until the partition comes is each share distinctly separated and
allocated to particular individuals. The father aud the sons together have a
right, and the sons have during the life-time of the father a right—
an inchoate right——which they may enforce, of having the estate partitioned
between themselves and their father. I am quite sure that these are
questions which will not interest this Council and questions fitter for a Court
of law or for & committee of jurists than for a Council composed as we are;
not that I mean to attribute to my friends opposite any want of appreciation
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of diflicult points, but T think that they will not take it as an offence if I say
that in these matters some previous kuowledge is essential.

“Then coming to 1this point my friend says that wo have treated the
firms and joint families alike. I respeotfully submit that the treatment under
this Bill is not alike. For in the case of the joint-family you are taxing them
at the source; the Hindu joint-family, as my friend knows, for various rcasons
cannot easily be split up. They have continued probably for centuries and
for gencrations, and unti] somo distuptive fore comes in, it is not likely that
the joint-family does break up, especially in business families. And, there-
fore, the position will bo that they will not bo able to divide the income finally
as has been proposed by this Bill; and secondly, they will have even aftor
keeping apart the 10 per cent. to be taxed upon their income as made, and as
has becn said that will be taxed at the source. And that is, I submit, a very
great differentiation in treatment between a firm and a Hindu joint-family.
My friend has said that, even this super-tax will not,lead a family to divide.
Probably he is right. I hope the tenacity of Hindu family life will continue
in spite of adverse legislation, but is it fair to that family, My Lord, that they
should be in this way penalised, persecuted because they choose to follow
ancient oustom, because they do not choose to see the great advantages,
religious or otherwise, whioh my friend puts before the public as accruing
from division....”

The Hon'ble Mr. G. R. Lowndes:—“May I be allowed to
intervene again. What I put before this Council was the great disadvantage of
division, I leave out of consideration the religious benefits, but in regard to
the worldly conditions, I read out a whole series of figures to show that the

advantage was on the side of remaining joint....”

The Hon'ble Mr. Bhupendra Nath Basu:—"“I am coming to
that point; I am dealing now with the question of principle. As regards the
religious merit if worship is performed in more homes than onec, certainly, the
community would benefit. Whether the man comes in for anything concrete
or not is a matter outside consideration ; it is the spiritual benefit we are ocon-
cerned with, and the more worship which goes on in the land b{ people the
greater the benefit. But apart from that, and I speak with some knowledge of
the institutions of my oountry, the fecling against partition is very great, and
therefore they will continue to be penalised unless, as my Hon'ble friend says,
by partitioning they will not suffer, or will, as he says now, gain an
advantage. Well, My Lord, how are they to gain an advantage. In the first
place, we will assume that 10 per cent. is to be set apart. Butin the next
place, if the total income is to be assessed, certainly they will have to pay’
at a higher rate. I will not go into the figures which my friend gave, but
" take it as an abstract proposition, You have got an income of a lakh
of rupees after deducting everything which you can assess to super-tax if
it is at the source. If it is distribuied, say amongst five members, the super-tax
goes, only income-tax remains, and therefore taking it as a simple and concrete
proposition, it is evident that the people whose income will be taxed at the
soarce will suffer more. If that was not the case, whgr not do the same unto
others as you would be done by ? Why not take the firms on the same foot-
ing? Why not tax them also at the source and see what a hue and cry there
will be throughout the country? Here you have in one day or two days
launched legislation on the country over which thousands of joint-families are
scattered, and my friend says that he has given the matter his best consideration,
and that he asks us to accept that as sufficient. Well, with all respect to my
Hon'ble and learned friend, I may say it is a question which vitally affects the
Hindu people all over the country. They must have some time to realise what
the effects of such legislation may be upon their posit.ion, either as memkbers of a
Hindu family or in regard to their incomes, and it is not possible, having regard
to the urgency of the measure, that such time should be given to them for con-
sideration and the expreasion of their views. Therefore, it is all the more
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necessary that great caution should be exercised in this legislation, and thoreforo,
il we take the method that has beon suggested, namely, to tax them as il the
families wers divided, then the hardship would disappear for the time being if,
as my friend says, they will be rut{mr in an advantageous position if the
proposal as now put forward were carvied. I have no doubt that in the course
of the ensuing year they will coie forward and submit memorials to Your
Excellency to have them brought on the saume fooling as the firms
My friend says, why not let us wait and sce how this legislation affects the
Hindu families, and if in the course of next year we find it has affeoted
them seriously, we shall consider the position? I for one am very grateful
to my friend for that expression of opinivn. But Your Lordship knows how,
once a picce of legislation is placed on the Statute-book, it is difficult to have
it rectified or moditicd, and therefore I would go the other way. Why not
treat them as you are treating firms, and if you find that there is great difliculty,
or that there is a general desire for Hindu joint-families to come in and have the
benefits that are secured undor this Bill to firms, thon you can easily legislate
to bring them in ?

“Then, My Lord, there is another question. My friend has said that he
lias used our own argumeunt against ourselves, namely, as regards the over-
burdened Collector. I have some experience of these Collectors, and I kunow
that they are very much overburdened with the work they have got to do.
But what they have got to do under this amendment, if carried, is very littlo.
The books of the firm must show; the books are generally evidence as to who

. are the members amongst whom the division will be made. 8o that my friend

admits difficulty, and it is a very great difficulty affecting all Hindu families.
Your Lordship can easily realise the gravity, the importance and the magnitude
of a question like this, and in the course of lcgislation affecting only finance,
we are doing what may very seriously affeot Hindu lifc and the constitution
of Hindu families. Therefore, in such a serious matter like this, I would urge
on Your Excellency's Government to pause and accept for the time being the
suggestions of those who may be entitled to speak either from their experience
or their association on behalf of Hindu joint-families in this Oouncil. I say
the suggestions may bo acoepted, I donot say accept them for good, but acoept
them tentatively, and if you accept them tentatively, I d» not suppose any great
harm will be done. In the meantime Your Lordship’s Government will
know by next year how that legislation affects a very large class of Your
Lordship’s subjeots,. and be able to deal with the matter in the course of the
next Legislative Session.”

The Hon'ble Mr. J. B. Brunyate:—“Iam not sure, My Lord,
that an important point in this matter has been fully appreoiated. It underlies
the figures which the Hon’bhle Mr. Lowndes gave the Council a few moments
ago. The general idea of the amendment is that, as an individual is exempted
in respect of 50,000 rupees of his income, so if a number of individuals are
oompelled to be dealt with together as a joint-family, it would be right to
exempt as many times 50,000 rupees as there are members of the family.
I think approximately that is the idea underlying the amendment. And the
argument in favour of it is that either the family must remain undivided, in
which case there is a disadvantage in not getting the individual exemptions of
50,000 rupees for each person, or the tax will force them iuto division, in which
case you are indireotly affecting a social and religious practice. The point I
wish to bring out is that, though that may on one siie operate as a disadvantage
to the Hindu family, a Hindu family has, on the other hand, a very special
advantage. The advantage is that when you tax a Hindu family as a whole,
Kou have to treat its expenses, its domestic and purely private expenses, its

ouses, its motor-cars, its food and everything else, even its marriage cere-
monies, as if they were business expenses. So that I say the Hindu family
is in this extremely advantageous position that, if it spends its whole income
from year to year as many individuals do, it will not be liable to a super-tax
ot all under this Bill. The Hon'ble Mr. Lowndes' figures showing Liability
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to super-tax in tho case of a joint-family were only arvived at by the assump-
tion that therc was a substantial saving of income every year. 'The partioular
assumption made 1 should think Hon’ble Members who are acquainted with
the practice of Hindu joint-families would surely regard as a very fair
one, The result of such assumptions is, that there would b2 some cases in
‘which a family might gain by division; but, theoretically, there would be
many cases, perhaps more cases, in which a family might gain by remainiug
joint. The wholo watter becomes perhaps a little apeculative, but the start-
ing point of it all is that, whereas in all other taxation under this Bill, whother
of a company, a firm, or an individual, private expenses are ncver allowed
to be treated as expenses of business ; in the case of a Hindu joint-family, its
whole private expenses are treated asa deduction from the income which is
taxable and, therefore, so far as it spends its income, it will pay no super-tax
at all. I think that has a vital bearing on the whole matter we are now
disoussing.” '

The Hon'ble Sir William Meyer:—*“The case has been so
admirably put by the Hon’ble Mr. Lowndos and supplemented by my friend,
the Hon'ble Mr. Brunyate, that I have only one thing more tosay. The
Hon'ble Mr Basu talked pathetically of the way we were going thought-
lessly to upset the whole fabric of thousands and tens of thousands of Hindu
families. l.et me recind him once more that the agricultural families—and
they are the great majority of the joint-families—are not affected at all. This
Bill does not in any way tax agrioultural profits. The families who are
affected are the joint-families engaged in commerce, and they approximate
much more olosely than the ordinary families to the status of firms. We
recognise that nnd are trying to treat them, as far as possible, in the same
way gs firms. In fact, ashas been brought out just now by the Hon’ble
Mr. Brunyate, we arc treating them better, beocause we are allowing them
to treat as deductible expenses everything that they spend. 1 must remind
the Hon'ble Mr. Basu that, whereas the existing Act treated them simply
as persons and would not give them any concession—a joint-family -would
get no more concession than the Hou’ble Mr. Basu himself as a single in-
dividual or any other single individual in the ocountry would get—we, so
far from imposing any new hardship, have dore our best to alleviato Lard-
ships. I cannot go beyoud what, after very full consideration, we have embod-
ied in the Bill. I must, therefore, oppose the amendment.”

The Hon’ble Rao Bahadur B. N, Sarma :—* My Lord, the true
answer to my amendinent was that suggested by the Hon'ble Mr. Lowndes
towards the closing part of his speech, namely, that it was felt extremely diffi-
oult during the short time at the disposal of the (overnment to deal with
this thorny question satisfactorily, and I was grateful for the promise that was
given that the matter would roceive his very sympathetic attention, and that
the grievances, if any, would be redressed at the earliest possible date. After
that statement, I should have felt that it would be unnecessary to go into
the various arguments that were advanced by him and the other Members on
behalf of the Government in support of the position they took up oun this Bill
if they had rot attempted to justify an indefensible position. I regret
that it seems to have been cousidered the duty of the Government that they
should support by weak arguments a bad case. They practiocally staied ¢ This
is all that we can do this time. 'There is no use of taking up time; we have
not got the time to give to it’. I must congratulate the Hon'ble official
Members upon making the worse reason appear the better by their ability and
forensic skill. But I cannot help thinkiug, after listening carefully to the
arguments that were advanced, that our position has not been in the slightest
degree assailed. I am glad that the Hon'ble Mr. Lowndes has been able to
appreciate the position of the ancient Brahmin law-givers in considering it to
be economiocally wise—at any rate economically wise for them—to divide up
Hindu families ; but whether it be so or not, the question is, whether these
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Hindn families have Deen treated on the same footing as a firm or asan
undivided Muhammadan family. Thore are two classes of cases the Mifak-
shara and the Dayabhaga. I likened the latter case to the ocase of a
Mubhammadau fami{/y as also to the case of & firm. Suppose a firm
has four mombers and the profits are two lakbs of rupces. Each
has Rs. 50,000. They utilise Rs. 10,000 and put the rest buok as capital.
If it is onoe converted into capital, you cannot tax it. It is
not taxed at the source or at the tail.  Well I ask that the llindu
members of a family should also be troated on exactly the same fout-
ing. Isaythat in the case of an undivided family the position is exactly -
analogous to that of a Muhammadan family or & firm under those conditions,
and, thereforo, they should be put on the same footing as a firm in respect of
income. It has been suggested that the Collector would flad it difficult to
ascertain what the share should be. With due respeot, My Lord, I think
the Oollectors will be faced with another difficulty. Under the existing
Hindu law, it has recently boen decided by the Privy Council that the moment
a member of a family says—not in writing necesvarily—that he desircs
division it is divided, thestatus becomes a divided status, and you have only
to come to the Collector and say *we have divided’. The Colleotor must
go into the evidence and ascertain when they became divided and so on.
Therefore, an inquiry in the present state of the Hiudu law would expose
him to greater inconvenience and loss of time than if the Hindu family were
ireated on exaotly the same footing as a Muhammadan family.

“Then it was thought thata considerable advantage would really be the
result of the special treatment that has been accorded to the Hindu family.
We ask, My Lord, for no favour; we ask for no discrimination in our favour.
At the same tiine, we ask that there should be no discrimination against us.
If the figures in a vast majority of cases are as suggested by the Hon'ble
Mr. Lowndes, I for one would, on behalf of the general public, certainly protest
against the Hou'ble the Finance Member treating Hindu families so
leniently as to allow them to escape any of the just taxes to whioh they
ought to be liable.

“Qur position is that whatever it may be, whether advantageous or
disadvantageous, they should be put on exaotly the same footing as others.
It would be useless to go into details now ; we may argue the thing for hours ;
but we believe and cau show that the Hindu joint-family will be placed in &
position of considerable disadvantage by reason of this system. .

“ Then it was said that the expenses would be deducted in the case of a
Hindu family, and that is one of the advantages which the system will
confer upon the Hindu famil{. It will all depend on what the expenses of the
family are. Inthe case of large incomes, it is notorious that the expenses
bear no large proportion to the actual income of the family. In the case of
small incomes they will bear a large proportion .

“I submit, therefore, thal the earliest opportunity should be taken to
revise this measure. I do not see why my amendwmnent, as it stands at present,
is unworkable in practice : all that it says is treat them as divided members.
There is no difficulty about that. Then it is a question of proportion, pure
and sinlx)ple, to find out what each member will get, and Eow much of it
is taxable .”

His Excellency the President :—“I understand that the
Hon'ble Member has spoken to both his amendments 7"

The Hon’ble Rao Bahadur B. N. Sarma :—* Yes, My Lord .”

His Excellency the President :—“ Now I put them success-
fvely.”
Tho two amendments were put and lost.
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The Hon'ble Mr. K. V. Rangaswamy Ayyangar :—“My 1.85 v,
Lord, I am very thankful to the Hon’ble the Finance Member for allowing
8 conoession of 10 por cent. on the taxable income when the Bill for which 1
havq given notice of amendments was under the Select Commiitce. 1 may
say 1t is more to oppose the principle of fixing one rate for one, and another
rate for the other that I have to insist on this amendment.

That the words  of one anna in the rupee’ bo substituted for the words specified in the
Schedale” in clausc 8.

My amendmont aims at fixing uniform or proportional rates for all incomes.

“ I would be failing in my duty as represonting the richer classes of my
Presidency were I to keep quiet from raising my voice of protest against the
principles of progressive or graduated taxation, which are embodied in the

resent Bill. Till last year the difference in the rates of tax on smaller and
arger incomes was 80 sligiit that no protest against this graduation was made.
But it was only last year that any noticeable distinctions were mnde, and most
of my constituency have come to realise the burden of the disproportionate
and large variationsin the rates. I cannot oven myself see any equity in
fixing these different rates, unless it be that Government is only adopting the
famous dictum of the Marquis of Balisbury, that the lancet should be direoted
to the parts where the blood is congested’. There is s natural obligation on
citizens of all conditions to contribute in proportion to their revenue or their
industry, and every privilege that tends to exemption from that contribution
is, perhaps, unjust and abusive. The trend of opinion among the upper olasses
in India justldy'1 been against the idea of progression. I may not be guite
in agreement in this matter with the demnooratio section of my countrymen who
are the voice of the land. And apparently it was also the very reason why the
Finance Minister chose this tax, as he did not want to encounter opposition on
this portion of his Budget. Such of them as are not affected by the Exgher rates
may favour a policy of progression. Booialistio ideas may also favour what
secms to bethe mode of relieving the poorer classes from the oppression of
exoeesive taxation. Some may also opine that this tax may affect only the com-
meroial olasses or the richer men, but it is to be noted that due regard should
be shown to the equity and justice of others’ interests. Now it may be & ques-
tion of prollgreasive super-tax, but ¢o-morrow it will be a matter of graduated
land tax. The richer olasses have been already insulted as middlemen and
things of that kind, out of apparent sympathy for the labourers, and now by
the imposition of this graduateg taxation, injury is also added.

“It may be argued that it is & question of ‘least sacrifice’ instead of
‘equal sacrifice.! Even as regards equality of sacrifice, one eminent Eoono-
mist refutes the theory, and says that the rich man’s system of life on its
material side is differently constituted from the poor man and that any com-
parison of the kind is absurd. His standard of necessities are greater in
geometrical proportion. £10 of a labourer’s income may mean the loss of a
certain amount of aleoholic drink, the richer man by having to give up £10,000
may lose the chance of purchasing an estate, or may have to abandon some
social scheme that he could otherwise have oarried out. Apart from these,
taxation should be in return for the peace and security one enjoys, and also
%roportionate to the political privileges of each seotion. Under our benign

ritish rule no one enjoys better privileges than another. We see Western
politicians and reformers condemning some of the Malabar laws which fix
capital punishment for one class, and exempt another favoured class from that
punishment for one and the same crime. Now, one cannot understand why
they donot extend their imaiination a little further and condemn this differen-
tial method of taxation. This certainly trifles with tho assurance of equal
srivileges to every individual and is akin to the confiscations of the primitive
ays whenever one man was presumed to have fattened himself very much.
Progressive taxation is already being reslised in different ways, as by lev

of customs duties on luxuries consumed by the rich, for example, on petrol,
telegraphs, railways, as well as duties on the transfer of property and
commercial transactions. Further, as observed by a high authority ‘besides
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the unproductiveucss of the progressive taxes or incomes it is entirely arbi-
trary.’

“ As has been pointed out in the Selest Comumittec report I am afraid this

rinciple of graduated taxation will also be a clicck on industrial enterprise.
t will cut at the root of saving and discourage it materially. One of
the greatest drawbacks under which an Indian business-man has to work is
the great, somelimes insupérable, difficulty of getting largo capital, and to
this 1s mainly due the absonce of industries carricd on on any large scale.
While it should bethe duty of Government to do all they could to increase
the supply of available capital, we see them working on a principle which,
however well it may sound in an acadewmic disoussion, is fraught with utmost
mischief, when  applied to a country like India which, so far as its industrial
organisation is concerned, has bardly yot emerged out of its shell. England
had this tax only as late as 1910. She embarked on her progressive career
long, long ago. We have to wait and see the recommendations of the Industrial
Commission on this point. There is really not much of rejoicing over the
preferontial tariff imposed on cotlon piecv-goods, as many hold the opinion
that this super-tax will partly neutralise those benefits.

“ If it is held on account of emergent State necessities and on account of
the proposal to contribute that breathless sum, as the ¢ Madras Times ’ says, of
15,000 lakhs to the mother country, these taxes have to be imposed ; it is sug-
gested, considering the extreme poverty of the land, that that gift should be
reduced to a bearable sum. Though it may look graceless to stand in the way
of this patriotic measure, yot the enervating thought of the economic positien
of our land and the check it would have on every progressive movement, makes
me bold to protest against this contribution,..” '

The Hon'ble Mr. M. B. Dadabhoy :—“My Lord, I rise to a
point of order. The Iion’ble Member is not confining himself to the amend-

‘ment before the Council.”

His Excellency the President :—“ Yes; I trust the Hon’ble
Member will not dwell at too great length on that point, but will confine
himself to his own amendment.”

The Hon'ble Mr. K. V. Rangaswamy Ayyangar:—
“ Even then, our Finance Member will not be at his wit’s end to devisa some
new ways of taxation which may be equitable and proportionate. I have to
put in & word of caution against introducing all these socialistio principles in
a conservative country like India, and the Governmnent may have to reproach
themselves for giving room for suspicion among the wealthy and ixfluential
olasses that they are being accorded an unjust and prejudicial treatment.
With these remarks, I beg to move the amendment standing against my name.
I think I am not aiming at too much.”

The Hon'ble Sir William Meyer :—“ My Lord, I do not
propose to detain the Council long. The Hon’ble Member wants practioally
to confine our super-tax to one anna in the rupee. Well, as-1 told the
Council when I introduced the Financial Statement, our estimates of yield
are necessarily rather uncertain at present, but of course we have gone on the
best material we had, and we thought of other things besides the existing
scale.. I caloulate, roughly speaking, that by making the taxation stop at one
anna in the rupee, we ahou{d throw away at Jeast a half of the revenue of £1}
million that we expect from this tax. Well, even with this revenue we only
have a surplus of £130,000 at the end of the year. The money, that is, is full
allocated for the purposes explained in the Budget. Therefore, if this amend-
ment were carried, it would mean that that money would bhave to be found
in other ways. I explained in introducing the Financial Statement why we
have drawn the -extra revenue we required largely from super-tax, because
we think that the rich are the persons best ableto bear taxation. The
Hon’ble Member has made a very refreshing oration in these democratic days:
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He says, ‘Pity the unfortunate rioh, and for Heaven's sake, if you tax any one,
tax the poor.’  That is the gist of the Ilon’ble Member's speoch. Although
as 1 say I welcome it as an original contribution to the debate, I cannot in
the least sympathiso with it, aud so long as I am herc as Finance Member—
Ithink I may well say so long as Your Excellency is here as Viceroy—we are
going on the prinoiple of taxing the people who are best able to bear taxation.
I cannol accept the mnendment before the Council.”

The amendment was put lost.

.~ The Hon’ble Mr. K. V, Rangaswamy Ayyangar:—"My
Lord, 1 beg leave to withdraw the amendment standing in my nawe, namely,
‘that the Schedule to the Bill be deleted.’ " '

The amendment was, by permission, withdrawn,

The Hon'ble Rai Sita Nath Ray Bahadur :—“My Lord, I
beg leave to withdraw the amendment standing in my namie, namely.—

That the following Sehedule be substituted for the existing Schedule ;—
In respect :—

(1) of the first fifty thousund rupees of taxable income—~nine pies in  the
rupee ;

(?) of the next fifty thousand rupees of taxable income—one anna in the
rupee ;

(8) of the neat fifty thousand rupees of taxable income—one and one-fourth
annas in the rupee ; '

(4) of the next fifty thousand rupees of taxable income—one snd a half snnas
in the rapee ;

(9) of all taxable income over two lakhs of rupees—one aud three-fourth annas
in the rupee ’."”

The amendment was, by permission, withdrawn.

The Hon'ble Sir William Meyer :(—“ My Lord, I move that
the Bill, as amended by the Select Committee, be passed.”

The motion was put and agreed to.
The Jouncil adjourned for lunch,

APTER LUNCH THE HON'BLE THE VICE-PRESIDENT TOOK THE OHAIR.

THE FINANCIAL STATEMENT, 1917-18.
First Srtace.

The Hon'ble Sir William Meyer :—*“8ir, I beg to open the
first stage of the discussion on the Financial Statement for 1917-18.

RESOLUTION RE INDIA'S CONTRIBUTION TO THE

The Hon’ble Pandit Madan Mohan Malaviya to move
the following Resolution :—

¢This Council recommends to the Governor General in Council that, in modification o
the arrangement announced by the Hon’ble the Finunce Member in paragraph 49 of his speech
introducing the Financial Btatement, the Government of India do offer to His Majesty’s Gov-
ernment the entire amount of the Indian War Loan and 6 millions a year for the period of the
war ont of the proceeds of the additional taxation imposed this year and last year.’

“8ir, in rising to move the resolution of which I have given notice, I desire
at the outset to make it perfectly clear not only on my behalf, but also of a cons
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siderable body of my non-ofiicial coll ea gues,that we are ready to bear every sacri-
ficc which we may, in reason, ho called upon to make to help Englard to triumph
in the mighty struggle in which sho has Eeen engaged in defence of the causo of
liberty and righteonsuess, to the extent which our limited resources and a
just appreciation of the circumstanoes of our people render practicable. It is
with no small pride and satisfaction that we have recalled the help which this
country has already rendered to Eugland in the hour of her trial. They have
been well recounted by the Hon’ble the Finance Member to whom India is.
deeply indebted for the sagacity and courage with whioh he, in the face of such
unreasoning criticisin, has safeguarded her honour and interest during the last
three years. It should hardly be necessary for me to refer to them again. Bul
men's memorics are short, and thero has been a persistent and rcgrettable
attempt on the part of some Xeo le and papors, both hore and in England, to
belittle the support which India has rendered to the cause of the Kmpire and of
the Allies in this unprecedented war. While we feel grateful that our tradeand
security have been materially assisted by the command of the sea established
by His Mujesti’s Navy, it seems to be forgotten in some quarters that the
timely help of ths troops and officers, whom India had trained and maintained

. for years and at enormous expense, was of inestimable value in saving the
cause of the Allies from irreparable injury in the early days of the war, and
that but for that help the prestige of the Empire mii t have been in serious
jeopardy in the East. Though the actual numbers bave not been published,
I believe I am not wrong in saying that, since the war began, India has placed
over 250,000 trained soldiers in the service of Ilis Majesty's Government.
8he has rendered invaluable aid by furnishing supplies of all sorts—focd-stuffs,
clothing, ordnance, equipment and muuitions; by training and despatching
horses; by lending to the Admiralty a great part of her Royal Indian Marine
floet ; and by fitting out transports. Apart from the large private subscriptions
towards the several Relief and War funds. As the Hon'ble the Finance
Membersaid in his statement the other day, our total net contribution {owards.
the cost of the warin respect of the Expeditionary Forcesis about £11} million
up to the end of the current year, and £4 million more will be added to it by
the end of the next financial year., Besides this, owing to the war, our military
expenditure has risen from £20} million in 1914-15 to £25'4 million, and will
amount to close on £26 million in 1917-18, We have also had to inour
expenditure to the extent of £1,200,000 in Persia owirg to the politic&l
situation set up there by the war. In addition to all this, we have since the
beginning of tﬁe war put £461 million into British war securities, of which, £36
million represents wholly new investment. When our unkindly oritics seek to
belittle our contributions to the war by comparing them with those of the
self-governing Dominions, they seem to forget that unlike the Dominions,
we have throughout our conneotion with the BEmpire, borne our own share of
the military burdens. All this has been done not only by maivtaining a
high level of taxation, but by raising it higher and higher. And is it too much
to ask that those who desire that India should make a further direct contribu-
tion to the war, might, in fairness to her, say so without belittling what she has
already done ?

“Bir, we all know that the question of such direct contribution by means
of a special war loan, had been pressed upon the Government of India during
the last two years, and that last year they set their face resolutely against it.
And if T may say so, they had the best of reasons for doing so.

“In my humble judgment the most substantial of those reasons have neither
disappeared, nor have they lost their force. The only change that has taken place
is that £11% million of our debt has been paid. But the Secretary of State and
the Government of India have now come to the conolusion that it is expedient
to float such a loan. That decision must now be carried out. In view of the
speoial circumstances of the case, I support the proposal that we should make
& fugther direct contribution to the war. Iam at one with the Government
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here. But, in the first place, Ifeel 8ir, that I am bound in duty to
enter a respectful protest against the action of the Government in arriving
at such a momentous deocision without giving this Council an opportunity of
expressing an opini: « upon its proposal. The Government bave in doing eo
relied upon two Resolutions passed by this Council. I submitthat with those
resolutions before them, the government had no reason to apprehend that the
Oouncil would not deal fairly with a proposal to reuder further direot aid to
-England in the war. Under the constitution which governs us all legislation
for additional taxation must be passed by this Council. And though the
Council has not the right to vote on the Budget, we have the right to movo
Resolutiors recommending changes in the Budget. I muoh regret to have to
say it, but in taking upon themselves to commit the country, without consult-
ing this Counoil, to the burden of £100 million, the Government of India
have acted in a manner which is repugnant to the spirit, if not to the letter
also, of tho constitution.

“¥n the second place, Sir, it cannot be denied that the burden is a stupend-
ous one. It will require special high taxation to the tune of £6 million a year
to be maintained for the long period of over 30 years, to discharge it. Not to
talk of the United Kingdom, if we were half so rich and prosperous as the self-
governing Dominions, we would have gladly undertaken such a burden. But
unfortunately India is very poor. Her rescurces are limited. Her vital
domestio needs are great and pressing. 'I'he vast mass of her population suffers
from want of education. Her agrioulture and industries badly need to be
developed. Hor oxtremo poverty, which is the normal condition of the vast
majority of the people, and which keeps them on & low grade of vitality and
thus exposes them to disease and suffering, requircs to be ameliorated. For
many years we have been pressing these problems of internal improvement on
the Government of India, and urging them to frame large schemes, commensu-
rate with the requirements of the situation, to carry out the necessa? measures
of improvement, and we have always been met by the reply that funds are not
available for the purpose. We have also to remember, as the Hon'ble the
Finance Member told us last year, that the termination of this war, when it
comes, will leave us with heavy financial demandson us,’ and that the
experiences and lessons of the war must aleo add in some direotions to our per-
manent military charges’ He was good enough also to remember that it was
desirable that ¢ we should be in a position, when peace returns, or as soon after
as may be, to provide further funds for such beneficent purposes as the improve-
ment of education and sanitation.’ But the proposals of the Budget leave us
face to face with a situation in which for the life-time of a generation internal
improvement of even the most necessary kind will be oonsiderably hampered.
In view of all these considerations—and I am speaking on this point entirely
for myself—as I have indicated in my Resolution, in my humble opinion the
measure of our further dirgct contribution to the war should have been limited
to the proceeds of the Special War Loan which we are raising, and which we
should all do our utmost to promote, and to the amount of six millions a yeur
raised by the taxes imposed this year and last year, to be paid till the end of
the war year. We should thus render the utmost help that we can to England
by offering her as much cash as we can. But happily England does not stand
in need of the support of our credit, and in my opinion the question as to how
far India ‘should also undertake the service of a portion of the existing war
debt,’ should have been left over for consideration at the end of the war in a
olearer atmosphere when we should be able to take a better perspective of our
fresh responsibilities of the future. But I recognize, Sir, that it 18 no use urging
these considerations now. The Government of India and the Becretary of State
have, as I have said before, come to the conclusion that in the larger interests
of the Empire, with which her own political and economio future is so closely
bound up, India sbould make ‘an ultimate total special contribution of £100
million to the war,’ and baving given the matter my most earnest consideration
and disoussed it with several of my colleagues, I have come to the conclusion
that we should loyally accept this decision for the present, treating it as a war
measure and remembering that England is fighting for the triumph of the
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principles of righteousness, liberty and justice, upon which the future happiness
of all nations will so largely depend.

“I have done, 8ir. In conformity with what I have said, I do not press
my Resolution.” '

The Hon'ble Sir William Meyer :(—“ I think it would have
been 1wore graceful on the part of my friend the Pandit if, intending as he did
to withdraw his Resolution, he had withdrawn it without a speech. The effect
is that he makes certain statements, which I in no way accept, and then with-
draws. He reminds me of the famous old cartoon in Punch representing Lord
John Russell as a boy who wrote ‘No Popery ’ on the wall and then ran away..
As the Hon’ble Pandit, however, has withdrawn, I shall not go into the ¥nerits
of the case, for I think his action shows that he is himself convinced that his
Resolution would have received very little support in this Council if it had been
pressed to a division.”

The Resolution was, by permission, withdrawn.

The Hon’ble the Vice-President :—The next Iesolution on
the agenda paper is the Hon’ble Mr. Barma’s, namely :—

“This Council recommends to the Governor General in Council that the entire amount of
the Indian War Loan and six millions a year for the period of the war out of the proceeds of
the additional taxation imposed this year and last year be utilised, 1f sanctioned by Parliament,
in helping the successful prosecution of the war.’

As it is practically in the same terms as the Resolution which the Hon'ble
Pandit hus withdrawn under rule 14, the question cannot be discussed again
under rule 20. I will therefore call on the Hon'ble Mr. Chanda.” '

RESOLUTION RE GRANT FOR A MEDICAL SCHOOL
IN SURMA VALLEY.
The Hon’ble Mr. Kamini Kumar Chanda moved the
following Resolution :— .

¢ I'his Council recommends to the Governor Gieneral in Council that the graut to the
Asgam Government bs enhanced by Rs. 1,00,000 (one lakh only) under the head of Medical
expenditure for the establishment of a Medical School in the Surma Vaulley.’

“8ir, the position in this matter is this. There is a keen desire for a
medical school in the Surma Valley in Assam, The want is very keenly felt
by the particular circumstances of the Province. In the Burma Valley full
one-half of the population of the old Province consists of Bengalis, and they
have felt some diffioulty in getting admittance in any existing medical institu-
tions in Eastern Bengal or elsewhere. In Eastern Bengal, although they
were Bengalis, they were told that they should %:) back to their own Province
of Assam. In Assam, although they arein the Province of Assam, they
are not Assamese, and therefore there are difficulties which exist in regard to
Assamese boys as to a medical school, so the position of the people of Surma
Valley is very unfortunate. In faot, it is desoribed by the proverb about
the washerman’s dog :—

“ N ghar ki né ghét ké.

“ This was brought to the notice of the Local Administration during the
Budget debate of 1918 when the Inspector-General of Civil Hospitals, the
Hon'ble Colonel Campbell, at once supported the proposal, and ultimately ihe
matter came up to the Government of India on the recommendation of the
Local Administration, But unfortunately shortly after the war broke out and
the matter could not be proceeded with. There it remained for some time,
but in the meantime the position has become more acute. Private medica)
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institutions in Bengal, which admit a number of boys from Surma Valley, have
now been penalised by recont logislation, and therefore there is no room for them.
I thought I could ask the indulgence of the Hon'ble the Finance Minister and
this Counoil to give a little money to start a school in Sylhet, the onst being
thrown on the Provincial revenues. But unfortunately, Sir, last evening I
received a telegram from the Assam Administration saying that they are mot
prepared to bear the cost of the recurring expenditure involved. In this view,
I do not think I ought to take up the time of the Council by pressing this
Resolution, and I ask permission to withdraw it.”

The Resolution was, by permission, withdrawn.
The Oouncil adjourned to Saturday the 10th of March at 11 A.M.

A. P. MUDDIMAN,

Seoretary to the Government of India,
Legislative Department.
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