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1249 hrs.

BUSINESS ADVISORY COMMITTEE
FORTY-NINTH REPORT

SHRI PARTHASARATHY (Rajampet):
1 beg to move :

“That this House do agree with the
Forty-ninth Report of the Business
Advisory Committee presented to the
House on the 5th May, 1970,

MR. SPEAKER : The guestionis :

“That this House do agree with the
Forty-ninth Report of the Business
Advisory Committee presented to the
House on the 5th May, 1970."

The motion was adopted.

12.50 hrs.

FINANCE BILL, 1970—(conid.)
Clause 3—Conid.

MR. SPEAKER: We shall now take up
the Finance Bill and at 4 -30 all the clauses
will be put to vote according to the allot-
ment of time.  All the remaining clauses will
be guillotined at that time.

st geEmm qEw (@ faee):
FEGE AZ1ZY, TIEIT A fFoT § 24T
g F Fwa T@r &1 20 (=wEwm)
6 TIU (¥7gzw & fgma & ag #7 Fing
agr 31 € §, 27 A" AW 97 qga g
arIE e (swEAeTA)

qeqW AT ¢ F F OF FATHA
Fra ¢, It fedz A azmr gann 2,
T Afers T @ E | IWF AT
a1é Afex grar g1 fog wifsr wdaq
T 9 g WA gg fasga A g
qr | T8 & IO 6T A9 FT g’ Ag)
far g A fer @ Iy wfwa g
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§t w1t ww qea (fre omET):
771, snUer, HE R, aF AT ARG
#1 wifar gg wfezm A1 6 =fin
(=TT ) |

SHRI CHENGALRAYA  NAIDU
(Chittoor): 1  am  talking about the
business of the House. My discussion was
postponed during the last session. This
session is also coming to an end and |
waited for such a long time.

MR. SPEAKER: The representatives
of various parties assemble at the Business
Advisory Committee and decide upon allot-
ment of time¢ and there should be no dis-
cussion of it in the House.

There were 10 or 15 pending motions and
they all came up and were considered in the
Committee.

These are the amendments to clause 3
which were moved yesterday: Nos. 1, 2
and 3 by Shri K. L. Gupta, 48 by Shri
Dandeker, 94 and 95 by Shri Shiva Chandra
Jha, 550, 551 and 552 by Shri Beni Shanker
Sharma and 570 by Mr. Raghuvir Singh
Shastri and 632 by Shri P. D, Himatsingka.
There is no lunch hour today. We should
remember that.

SHR1 N.K.P. SALVE (Betul):
about 693 and 694 7

What

SHRI BENI SHANKER SHARMA
(Banka): As | was stating yesterday, many
witnesses came and deposed beforc the
Select Committee on the Taxation Laws
Amendment Bill that much more was need-
ed to be done to achieve its objectives.
Here is an example. The Government
itself is not satisfied. There are so many
amendments in the Finance Bill which are
complimentary and supplementary to the
provisions in the Taxation Laws Amend-
ment Bill,

This clause trying to define agricultural
land in India and seeks define it through
capital asset. But clause 2 (14) of the
Income-tax Act does the same thing and
that is sought to be linked up with this
clause here. Capital gains on agricultural
land are defined there and it is sought to be
amended through this Finance Bill, instead
of through the Tun.tion Laws Amendment
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Bill. Clauses dealing with income on ag-
ricultural land, capital assets excluding ag-
ricultural land, ectc. are more akin to
cach other and thosc provisions should be
contained in the Taxation Laws Amend-
ment Bill and not in the Finance Bill. 1
shall just refer to what my friend the hon.
Law Minister said at the time of replying to
the objections raised by my hon. friend
Shri Dandeker.
He said:

“It is truc that there is a  Taxation
Amendment Bill now being considered
by the Select Committee. Nothing
which is being considercd there is being
included here. Here we have got only
provisions with respect to collection of
income-tax, wealth tax, gift tax. etc..
for the coming year. It is not a permanent
amendment to any of the statutes in our
country. It is an amendment made for
this year.”

He further suaid:

“The clauses will have to be read one
by one and the question has to be con-
sidered whether it is intcnded to collect
tax for this yecar or intended to change
the statutes in existence in the country.
If there is any provision which then can
be demonstrated to be not in the interests
of tax collection but intention for amend-
ing pcrmanently the statute law of the
country, it can be considered then, not
now."”

If you bestow a little attention on this
clause, you will find that according to what
the Law Minister said, it should be incor-
porated in the Taxation Amendment Bill
and not in the Finance Bill. This clause
whereby the definition of agricultural land
has been extended should be taken out from
the Finance Bill.

Coming to the merits. By this provision,
some artificial meaning is sought to be given
to “agricultural land”. It refers to land
which is situated in a municipal town or in
its vicinity within 8 km from the municipal
town; notified area or cantonment, etc.
So far as land situated in municipal towns
and corporations are concerned, perhaps
it can have some value of its own because
that may be required for building purposes.
But what about notified area committees ?
I come from a place where there is a notified
area committee. It is a very small town

with a total population not exceeding 5000 to
6000. But to bring it within the purview
of notified area committee, some villages
two to three miles away have been included
to connect it a notified area. There are vast
stretches of land in between the town and the
included villages which are all agricultural
lands but which are within the notified area
committee. What happens to these lands ?
If those lands are sold, they will attract
capital gains.

MR. SPEAKER: Therc are 732 amend-
ments and the time is only 3 hours. At
4 -30 the guillotine is to be applied.

SHRI BENI SHANKER SHARMA:
Sir, I will take a minute or two more. It
affects our agriculturists. I submit that
the population limit in this clause should be
kept at one lakh instead of 10,000, so that
villages within notified area committees are
not brought within thc mischief of this
clause.

Then, so far as distance is concerned, it
should be 2 km and not 8 km from the muni-
cipal limits. Again I would urge that such
amendments should not be made through the
Finance Bill, because the object of the
Finance Bill is simply to give effect to the
financial proposals of the Central Govern-
ment for a financial year and to provide for
certain connected matters. This is not a
matter connected with the financial pro-
posals and therefore, it should be taken
out of the Finance Bill and incorporated in
the Taxation Amendment Bill.

SHRI HIMATSINGKA (Godda):
So far as this amendment is concerned, I
feel that it is unconstitutional. List 1 of the
Seventh Schedule says that all taxes, other
than agricultural income-tax, will be within
the purview of the Central Government.
List 2 of the same Schedule provides that
agricultural income-tax will be dealt with by
the States. This certainly comes within
the definition of agricultural income tax
and, therefore, 1 do not know how the centre
can deal with this and make agricultural
income liable to wealth tax and income-
tax. If we include this, I feel this would be
unconstitutional. Simply because we try
to include it by calling it urban property
in the definition, that will not really change
the character of the land. Agricultural land
will continue to be agricultural land and in-
come from that can be taxed only by the
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State; it cannot be taxed by the Centre. 1
feel this will be struck down by the courts-
Therefore, this should be withdrawn and
should not be pressed by government.

As regards amendment No. 632, Shri
Dandeker has dealt with it and he has shown
that no change should be made so far
as advance tax is concerned. The rate is
already high and it should not be increased.

St wwEATA qwre (Tuf): sremer
gieT, Ffy ox 3 M ) T[T T
FIA F sravan 9 go fagid ana
ag a7 ¢ % g ovw q@al § WA I
AT F1 W @t rfew | s wEd
{ &7 3@ AT G W @, FEr 9T
g F TG, ST S v £ o ST,
afz ¥ =gt syt wed anza & gafas
qFTT ATfE AT HAE, AV EH IR THA
waT wifgn | forad fs ddt afaamw
SATET Y WEH | F 0 Al @7 ¥ AiT
Fawt a1 qEAf a1 fowr 7F, o
% ¥ el F anfaw < arnfas
aEET FT Ieq Y FF | v F EFALH
#Y gl F a7 AT faw F70 & fag
g 39 %) §9 7 ¥o giar T Wiy,
FATCEES fFgn s g f sFa e |

g 7 W7 8 franieT Tar g, away
¥ g 16 feerieT §) omem &, wifs
afg #r§ gy afaedfadt ar Fgad= 16
femieT & uftg & § &% smandY 10
TR FFH AT AT TG T 16
freanfiee & dr=r afg 1 Gt |
T g, &Y ag of gw & s o S
2 9 W oY ¥ g aEw
Brer R Fui v & 7t 7 oigdmE
40-50 T F 1= & oY, q& T4 T
¥ g1z AFY &, A 39 w1 wifRwge-
faersr agreay ofY & F=v 9T @ ¥ A
q% B BIE [|ra AT q@1 a9 A @
&, afs g7 10 9T &Y ;A& HY FL
At 78 7 ot 24z gt F o i,

MAY 6, 1970

Finance Bill, 1970 184

T &F IO HIX 79 § w\wpal ¥ fawrw
Y JFETT G0 |

HEIWTE § WT Ff &Y T¥7 wgeAqe
o frar mn @ 1 gz Fow wean &
fem &3 4, 33g1 & gfe v gfw
& Foor AT Foor & famna we a¥ g
Faaw ot fEara g, g Id ¢ s
F1 favaw ot g1 91| g § seE
—omw A W g I A § | UW TR
ot F oY g s a1 waw faar g
sfgedrqe 7at a1 7 odi wfn fig a3
T AgY = 91, 5§ afgwar 9@ @, Wi
B9 ST T 99 F71 I faar mr
wfe #Y man, @&, wa qz1 g, SEw
fq &1 qigs @A a4, @, 9n3A R
q I 9T g T FC I &7 < faa
ag vfw faw <21 afisdge a1 g
SEW § 1 TE fAT AU g & AT §
fa g9 & agead &1 gwg a @A F FOL
feama & sux fadr o =g 1 ag=A
T sme, famd sq #7 nfea & win-
faa faa g &

# maa g fa gmdr wma wed, R
fawr st ot #7 qemr ag =€ § & @i
Ffarmm A saraz qar isag | anaz
wgd & @R AT F o FT a9y &
0T § AT 9% wgd F @A & AW
afz 3t g F ARiT wiam AT E a1
AR g AfeT 1 afzd sa gaiAl
FAMG T AV FEF ST MRAT F
&t fawr g=d &, o ugd § famd &,
A fBT 37 qx wHTEE AT wrer o7 @
§ A 5 e w1 oREE med
¥ a9 & &wnw, 3gra F o7 w7 awar
&, ar e Ofvg, Tad wE & Qaw
agft, agr w7 faww EFm g &y
e F4AT1 Afee fr wgdy e agi g,
femd snfefmass agf s, gut &
AEr T FT FF | 29 AU 19 sTEwEA
! faggr #T & at arver £
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SHRI K. SURYANARAYANA
(Eluru): Mr. Speaker, Sir, several Chief
Ministers of the States have advised the Prime
Minister not to go in a hasty manner in
levying agricultural tax on the rural agri-
cultural sector. They proposed it in the
National Development Council meeting.
Now, how the Finance Department has
advised the Prime Minister to levy tax on
this sector ? I am sure if the Finance De-
partment had consulted the Agriculture
Department they would not have advised to
tax the agricultural rural sector in this
manner.

There is no stability of land prices. They
fluctuate. Some years back—three to four
years back—the prices of land in Hyderabad
had gone up tremendously but on account
of the recent trouble the prices again have
come down. Further, this measure will
only affect the small farmers and not the
big farmers. So, I request the Prime
Minister to re-consider the request of the
Chief Minister and drop this measure for the
time being. The Chief Ministers and the
Agriculture Department should be consulted
as to how to fill up this gap.

MR. SPEAKER: 1 would requesi
the Members to be very brief. The Members
may make their suggestions in a minute or
so otherwisc the important clauses will be
missed because we will have no alternative
but to vote,

st forx W w1 (WEAT): sneay
wgrRa, fraw & qafas fav azei &
gotaTfaud e gromar g & g
3TN HHIT 9T A1 | IAF AATAT AT
T R gumdy § fr 3o e oAl
T At ey TEEr FOTAWG
2§ ¥Fw wm amuy fERE
T g, gifs gw saw fgmmdr A
£, ar fom el & qwgA § 9 A
oy wggE @ AN 9 few 7 a9
S AT E g &0

woaw APy : q@ = aar @ fw
SR &fe g A A F AT AGA
%5 f oy gadd Y Wy w@ oAl [
&1 R Ao ara Y wATE |

SHRI K. NARAYANA RAO (Bobbili):
1 am not prepared to concede to the point
raised by my hon. friend that only those
Members have the right to speak on the
clauses who have given notice of
amendments. The other Members also
have the right to participate in the discussion
on the clauses.

Coming to this particular clause, certain
constitutional objections have been raised.
1 feel so far as constitutional objections are
concerned, there may not much force. But
my objections are of a different type. As
regards this particular amendment, it wants
to widen the definition of the word “capital
asset”. The relevance of the capital asset
is that it has been linked with what is called
the capital gains. That is one of the items
chargeable under the Income-tax Act.
Therefore, it is not strictly a tax on agri-
cultural property.

This capital gains tax arises where a parti-
cular property or a capital asset has been
transferred. According to this amendment,
the scope of it is widened and it includes
even a small panchayat area provided it has
a population of more then 10,000. Even
a small panchayat area consisting of more
than 10,000 people has been attracted by this
particular amendment, Therefore, any
transaction, even agricultural land if it is
transferred, has been attracted by this
amendment. Not only that. It has a
second limb also and that is the Government
by a notification can also include an area
extending upto 8 km. Therefore, almost
all rural areas have been covered. It is
not strictly an agricultural income nor it is
a tax on the capital value of the particular
land. It is what is called the capital gains.
1t is strictly a tax on the transaction or the
sale process.

As a matter of fact, this includes a very
wide area covering a number of assessees in
this country. Most of them, 1 feel, are
ignorant people. They do not know what
the returns are. Even from cthical point of
view, in this particular transaction, so far
as land is concerned, there is already a
tax, what is called a registration tax. It
already attracts a particular amount of tax.
Such being the case, to include this also is
not proper. The object may be good. Of
course, there may be such cases where an
agricultural land may be converted into a
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housing site and the people may get a lot
of profit out of that transaction. If
you isolate such cases and treat them inan
isolated context, it is all right. But if you
want to apply it to all cases where small agri-
culturists are involved, it is far dispropor-
tionate a remedy which you want to seek.

Another factor is that thereis the defini-
tion of capital gains arising out of the trans-
fer of capital asset, etc. Supposing an
ordinary peasant_ within this arca, sells a
particular land, will you take the entire pro-
ceeds to be the capital asset? You will take
only the gains? Therefore, the question will
arise how this particular land comes into the
possession of a particular person. Suppos-
ing 100 years ago a particular land came in
possession of some person. Now, due to
certain reasons, the value of the land might
have risen. Will you deduct it ?

Another point is that most of the people
who sell agricultural lands, sell them under
economic compulsions and out of necessity
they sell land. Therefore, if you tax such
persons who are already needy and who
have to sell their properties for the sake of
their immediate necessities, is it moral?
It is like Shylock wanting his pound of flesh.
Therefore, I plead with the Prime Minister
to at least think and reflect on the conse-
quences. You may restrict the scope but
I feel such a wide coverage is going to create
great hardship.

SHRI N. K. P. SALVE (Betul): 1
entirely agree with the inferences drawn by
my hon. friend though I cannot agree with
his reasons.

If you can levy the wealth tax on agricul-
tural property, the capital gain is within the
purview of and the competence of this
House. There is one point to which I
wish to draw the attention of the Prime
Minister.

A distinction for the purpose of capital
gain has been drawn on the basis of where
the property is situate. If it is within the
town or ‘within 8 kilometres of the town, then
it will come in for capital gains tax. Re-
cently it has been found that people have
developed an interest in Botany, It is
very easy to underst .od. They are growing
bapanas. They are growing caulifiowers,
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potatoes etc. If you analyse why this
interest in Botany, then you will find it is
ultimately to avoid tax. If this is to be
checked, it is not on the basis of where the
property is to be situated, It is to be on the
basis wheth:r or not the honest agri-
culturist is selling the property or whether it
is such a ncw burden on those who
has found a new interest in Botany.
Therefore, 1 would request the Prime
Minister to consider that the dcfinition of
¢ pit:l giins tax on agricultural property be
muodifizd.  If it is in respeet of real agricul-
turist it should bz exempt, If it is in
respect of newly-found agriculturist who
is findiag intcrest in Botany only for the
purposes of income tax, then without any
exemption it should be brought to tax.

SHRI N. K. SOMANI : (N"g'ur) : Sir,
we are opposing this particular proposal
on more than one ground. The first one is
that it should legitimately belong to the
States’ sphere, a ground which has been
made amply clear by a number of States as
far as this levy is concerped. But, con-
sidering it f[rom some other points of view,
the capital gains tax is levied as a discourage-
ment as a proposal of taxation, provided
it checks bad and undesirable activities.
Now, if somebody has made it a profession
to purchase land and sell it for profit within
a short time and frequently, then one can
underst..nd th t Government should come
with a proposal like this. Unfor-
tunately what we are seeing is that for the
sake of a very few people who indulge in
these practices, the Government seek to
take sweeping powers for the rest 999%.
After all who is going to sell land 7 Land
has become a precious commodity
to-day. A person may want to change
his occupation and sell his land and enter
business or other occupation and 1 see no
reason why there should be a penalty im-
posed on him.

Therefore, I would like to press that this
particular provision which probably wants to
arrest this tendency in particularly a very
few hands should not be introduced either

by an amendment of the definition or by any
other means.

st yewE wew (Fredt)
W FEEA, T HEAw faw & frw
=X § ¥ 3 7 g fear @ §
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giftrewee @ ofs fed ofar §
afe Ffafadfedt & gz ¥ o feaa
2 @R fow o &t smardr @@ ga
¥ F7 9 §t 3R =g ofar S fafrew
¥ 8 frenfiex ¥ afus 7 & tar -
Fa9Td de afg F97 F1OT A7 99 F
T #fezw f7 wr @A |
I IW AT FIFH feRT Gz AT FAF
fore 3T § &Y F 99 37 9T oET GRA
ot gFar § afew 99 oF FTET gEL
FIWGFTT 71 TF GHFAICT o8 71
d=ar @ A wifs ag 8 fFART &
T qF FINIFTL @Y § 3afg 99 &
FIL TR Hiqee 7 290 @A F1E qAE
a1 A &1 I FTEAFTI BT AT G
fad ol 9w e ) Fmg gy
SUTRT EY &1 I¥ AT qg FT ARy
AR 78 firew 7 T9g 97 9 @A YAT-
faa 7 g gEfan ¥+ faadt T
fafaeee aea ¥ 2 ff ¢ @ fofaex
T g1 g8 TOE FEETU 9T a7
S[ER R |

THE PRIME MINISTER, MINISTER
OF FINANCE, MINISTER OF ATOMIC
ENERGY AND MINISTER OF PLANN-
ING (SHRIMATI INDIRA GANDHI):
Agricultural Income, as defined in the
Incometax Act, does nol include Capital
Gains arising from the transfer of
agricultural land as hon. Members have
stated. Further, Parliament is competent to
amend the definition of agriculiural income
in the Income-tax Act. ‘This position has
been confirmed by the Attorney-General.
Hence the extension of taxation to capital
gains arising from the transfer of agricultural
land is within the competence of Parliament.
On Shri Kanwar Lal Gupta's amendment,
1 would like to say straightway that the small
farmer is not really touched, but as the hon.
Member said, only a very few come in this
category and the intention is that areas
outside the limits of municipality or can-
tonment would be notified only in the case of

urbanisation and it justifies the inclusion of
agriculiural land in such areas within the
scope of capital asset. It is not the inten-
tion to notify areas upto the limit of 8 K.Ms.

MI17LSS/70—7

in the case of all municipalities and can-
tonments. Even where the population of
the municipality or cantonment is below
2 142 lakhs, the pace of urbanisation may
Justify the inclusion of agricultural lan
outside the limits of the municipality or
cantonment board within the term capital
asset. Moreover in the case of major
cities such as Bombay, Calcutta and
Madras, areas outside the municipal limits
may have alrcady reached a stage of ur-
banisation which would justify their being
included within the scope of this definition
upto a distance of 8.K.M. The limitation
of such distances at 3 K.M. will therefore
not be justifiable in such cases. '

50, these amendments are not acceptable.

Then, there was a question of transfer of
capital assets by compulsory acquisition for
a public purpose. This is not in any way a
disadvantage to the owner of the assets.
Rather it brings him a larger consideration
than in the case of asale of the assets to any
other person. The same position holds
good in respect of agricultural lands. There
is no justification for giving any concessions
in this regard.

SHRI KANWARLAL GUPTA: Bul,
you are acquiring that compulsorily. How
does the capital gains tax come in ?

SHRIMATI INDIRA GANDHI
Then he gets the compensation.

st waTeT™ T - FHEEeA R
g adm o e agd e
It s a7 feem g7 vt e A
AT I8 AT gL 39 ¥ et ey
¥ fou o1 fredt 1 & forg afg o= oY
FHY e & T qW aIE & g aY I ¥
I AT € T § FEL T TTET
et ot ¢ &Y foe qg Sfvew v dwa T
qT ¥ W S1fge 9 §9 A0 @ww
Fafi @ IR AW T
g1 ST i |

SHRIMATI  INDIRA GANDHI: Is
there any justification for making a dis-
tinction between agricultural land and other

capital assets such as house property, non-
agricultural land eic.? Due to the progress
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of urbanisation and industrialisation, the
land in urban areas has appreciated in value
in recent year, and ilts exclusion from the
purview of the taxation of capital gains
gives room for speculative dealings in such
lands. There may be an increase in price
of land. The land which is hot being used
for agricultural purposes may be claimed
as agricultural lands and the capital gains

may be claimed to be exempt. So, this
Bill secks to close this loophole.
Therefore, this amendment of Shri

Dandekar is not acceptable.

Shri Shiv Chandra Jha's amendment Nos.
94 and 95 are with regard Lo population.  As
regards the population—whether it should
be 7,000 or 10,000/- it is a matter of judg-
ment. The hon. Member there as also other
hon., Members are sceking 1o increascil.
1T these amendments are to be accepted, then
the genuine farmers engaged in agricultural
operations may also come within the scope
of taxation on the capital gains arising from
transfer. Therefore, the amendments are
not acceptable.

If Shri Himatsingka's amendment is to
be accepted, especially of trusts—ihere is
another provision in the Bill—then these
will be subjected to tax on their income at
65%;, and they would not be obliged to pay
the advance tax at that rate and such taxes
may have to be collected only on asessments
in the subsequent year. So, this amend-
ment is not acceptable either.

st ST O e < A AT ST
faar & AT H 7 3w 9T s faare @@
&1 78 3.9 & f5 qura 7=y oft foaan
v feg #T 2 fear T @ SoT @1 ®
Farer ¥t & FfET 9w & o Aw W@
e € | 9T qF Ig W AR FH
T FYE FET HAM H AT AT F1
AT FATE A 1 qF TF ™ A@I §
1§ AAAT g A ENIT | UG AA IA Y
€1 STt § AN S 7 I Avew
q & aff A v § wwfor www fow
gU %) 9F WT I ¥ I g FAEH wY
dare @ g et &1 G g 7 ag
& 8 ;
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MR. SPEAKER: Order, order. The
Ministers have always to refer 1o their notes.
Even you cannot speak without referring to
the notes.

sft firreex ;. anfaT ag s frem-
#re< forg qey o< dvr = g7

st ghaw it FRw @
femm )

SHRI MORARIJI DESA] (Surat):
May | ask a question ? The capital gains
tax is to be paid al the rate of income-tax
which a person is paying. All the genuine
agriculturists will not be paying any income
tax. So, how arc they going 1o pay the
capital gains tax 7 (Interruption).

SHRI KANWARLAL GUPTA: Llel
the Prime  Minister reply. Why arc you
speaking ?  (Inrerruption).

SHRI N. K. SOMANI : The guestion

has been posed 1o the hon. Prime Minister
and not to you.

MR. SPEAKER : 1 request all of you
1o sit down. Why don’t you allow the
Prime Minister to speak 7

SHRIMATI INDIRA GANDHI
1 think 1 mentioned this when I slarted my
speech just now.

As regards capital gains tax, the first
Rs. 5000 is exempt, and 55 per cent of the
balance is taxed at rates applicable 10 or-
dinary income. As | said in my opening
remarks, we are changing this definition of
capital asset.

SHRI BENI SHANKER SHARMA
On a point of submission. .....

MR. SPEAKER: | am not going to

allow it.
SHRI BENI SHANKER SHARMA:
The Prime Minister had replied. .....

MR. SPEAKER : 1 am not allowing

him.

As regards Shri  Kanwar Lal Gupia's
amendments, I would like 10 know which of
them he is pressing.
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SHRI BENI SHANKER SHARMA:
Shri Himatsingka had not moved his
amendment, but the hon. Prime Minister
has replied to it.

SHRI KANWAR LAL GUPTA
I want division on amendment No. 3.

MR. SPEAKER I shall now put
amendment Nos. 1 and 2 to the vote of the
House.

Amendments Nos. 1& 2 were put and
negatived.

SHRI KANWARLAL GUPTA: I
want division on amendment No. 3.

SHRI LOBO PRABHU (Udipi): Wh
is he pressing for division 7 We shall
be wasting time on this. There are other
amendments still to come in.

MR. SPEAKER :
division now 7

SHRI KANWAR LAL GUPTA : Yes.

MR. SPEAKER : The other day, we had
agreed that if we sat during the lunch hour
also, then normally we would not go in for
division during that time. So, I would
request the hon. Member to leave it as it is.

SHRI KANWAR LAL GUPTA: I
have not followed what you have said.

Does he want a

MR. SPEAKER : We had agreed in
this House the other day that we would not
go in for any division during the lunch
hour.
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MR. SPEAKER : He did not listen to
what I was saying. I am wvery sorry that
hon. Members are so impatient. We had
agreed the other day that if we took up
any business during the lunch hour, we would
not call for any division during that time.
If the House agrees to relax it, I can put it
to vote now and call for a division.

SHRI MORARJI DESAl : May
I suggest that it will not be right to
refuse a division, but what can be done is
that the division can be postponed to three
o'clock?  You cannot refuse a division
because it is lunch hour now.

MR. SPEAKER : Then, of course,
there is no other alternative except to...

THE MINISTER OF PARLIAMEN-
TARY AFFAIRS AND SHIPPING AND
TRANSPORT (SHRI RAGHU RAM-
AIAH): Let us have the division just now,

SHRIMATI INDIRA GANDHI: It is
up to you, Sir. We leave it to your dis-
cretion,

MR. SPEAKER : I think it will com-
pletely stop our work, We have no other
alternative,

SHRI KANWARLAL GUPTA : If
you are keen not to have a division, I do
not mind, but it is my right.

MR. SPEAKER : I am going to put
it to vote. There is no other ajternative
now, if the Member is preming for it. . ..

SHRI N, K. SOMANI : He is not
Ppressing.

SHRI KANWAR LAL GUPTA : Iam
not pressing.

MR. SPEAKER : Then, I thank him
very much,

1 shall now put amendment No, 3 to
the vote of the Hoose,

The Amendment No. 3 was put and ne.
gatived,

MR. SPEAKER I shall now put
amendment No, 48 moved by Shri N,
Dandeker to the vote of the House
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The Amendment No. 48 was put and
negativated,

MR. SPEAKER : 1 shall now put
amendments Nos 94 and 95 to vote,

The Amendments Nos. 94 and 95 were
put and negativated,

MR. SPEAKER I shall now put
amendmemts Nos. 550, 551 and 552 to
vote,

Amendments  Nos. 550, 551 and 552.
were put and negativated ,

MR. SPEAKER : 1 shall now put
amendments Nos, 570 and 632 to vote,

Amendments Nos, 570 and 632 were
pus and negativated,

MR, SPEAKER: The
“That clavse 3 stand part of the Bill",
The motion was adopted,
Clause 3 was added to the Bill,

guestion is:

Clause 4—(Amendment of Section 10)

SHRI SHIV CHANDRA JHA
(Madhubani): I begto move®*:

Page 5, line 12,— after “iliness' insert—
“accident injurics’ (96)

SHRI BENI SHANKER SHARMA:
I beg to move; *

Page 5, linc 8,—add at the end--"or of any
co-operative society formed for the pur-
pose of constructing and renting houses
in cities and towns to case the housing
problem in the country™ (553)
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“Any income of a hospita] or other ins-
titution for the reception of persons suffer-
ing from illness or mental defectiveness. .**
1338 Hrs,

(MR, DEPUTY-SPEAKER in the Chair).

Tagnfew@ 7 ‘m3@’ ¥ ax
‘Yeadz WO A far W
gifeqes Y armawt w7 =1 S el
araT + Afew Gfemde 3 3 T Wt
@ afY T & fore o wFaAT &0
gafeg 3§ g fie T T & w7 feam
W f:

**....illness, accident, injuries or mental
defectiveness or for the reception and treai-
ment of persons during canvalescence. ...""
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SHRI BENI SHANKER SHARMA:
Under sec, 10 of the Income-tax Act, cer-
tain income is excluded from being 12ken into
account in the total income of an assessce.
This clause seeks to give exemiption to any
authority constituted in India by land for the
purpose of dealing with and satisfying the
need for housing accommodation or for the
purpose of plannng, development or im-
provement of cities, towns and villages. or
for both., This is a very laudable object.
We are short of houses in the country.
Income of such an authority constituted by
Government is to be excluded. I simply
want to add to this category the inceme of
any co-pperative society formed for the pur-
pose of constructing and renting houses in
cities and towns to ease the housing problem
in the country, 1 think this is a salutary
suggestion, It is not in the interest of any
individual or company or any other assessce,
[ want this benefit extended to co-operatve
societies. This will give impetus to the
construction of houses in the country which
is the nced of the hour, I hope the Prime
Minister will accept this suggestion which
is very reasonable |

SHRIMATI INDIRA GANDHI:
With regard to Shri Jha's amendment,
the Bill docs cover imstitutions for the
reception and treatment of persons requir-
ing medical attention or rehebilitition,
Hence the amendment is not necessary.

*Moved with the recommendation of the President.
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SHRIMATI INDIRA GANDHI
It is included in this,
As for Shri Beni Shanker Sharma’s

amendment, Housing Boards are being
exempted {rom tax on their income mainly
on the consideration that they constitute
an extension of the activities of the State
Government, and the profits which they
make do not accrue to the benefit of any
private individual, Hence, there is no
justification for exempting the co-operative
societies merely on the ground that they
construct houses and thereby will case the
housing problem in the country, an more
than individuals, partnership firms or com-
pani¢s engaged in similar activities, How-
ever, I would like to remind the hon, Mem-
ber that low cost residential units are now
exempted from tax up to Rs, 600 per unit
per year for three years, but there is a pro-
posal under the consideration of the Select
Committee to raise this limit to Rs, 1200
per year for five years.

MR. DEPUTY-SPEAKER :1 put
amendment Nos, 96 and 553 to the House.

Amendment Nos, 96 and 553 were put
“and negatived,
MR. DEPUTY-SPEAKER : The ques-
tion is:

“That Clause 4 stand part of the Bill."
The motion was adopted,

Clause 4 was added to the Bill,
Clause S—(Amendment of section 11)
SHRI KANWAR LAL GUPTA:I
beg to move® :

Pages 5 and 6,—onrir lines 18 to 40 and
1 to 11, respectively. (4)

Page 6,—omir lines 12 to 41 (5)

SHRI N. DANDEKER (Jamnagar) :
I beg to move.*
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Page 5, line 40,—

Jor “three months”
months” (49)

SHRI SHIVA CHANDRA JHA :
I beg to move®:

substigute  “'six

Page 6, line 28,—
for “ten™ substitute **five*" (97)

SHRILOBO PRABHU : I beg to move*:
Page 6, line 33,—

add at the end—

*“‘or in any investment specified in Sec-
tion 14 of the Finance Act, 1970 (313)

SHRI S. S. KOTHARI (Mandsaur) : [
beg to move®:

Pages 5 and 6,—

Sor lines 19 to 40 and 1 to 11 respectively
susbtitute—

*(i) in clause (a), for the words *‘twenty-
five per cent.”, the words “fifteen
per cent,” shall be substituted with
effect from st day of April, 1971;

(ii) in clause (b), for the words *‘twenty-
five per cent.”’, the words “fifteen
per cent™ shall be substituted with
effect from 1st day of April, 1971;

(iify in the Explanation for the words
“twenty-five per cent” the words
“fifteen per cent’’ shall be substituted
with effect from 1st day of April,
1971; (351)

Page 5,—
after line 30, insert—

“(ifl) after clause (b), the following
proviso shall be inserted with
effect from 1st dayof April,
1971, namely :(—

Provided that the restrictions
specified in clause (a) or clause
(b) of this sub-section as respects
sccumulation or setting apart shall
not apply to income classified
under the head ‘capital gains;”
052)

*Moved with the recommendation of the Ppegident,



199  Written Answers

SHRI N. K. SANGHI (Jodhpur) : 1

beg to move®* :
Page 6, line 28,—
after “‘years" insert—

“from the end of that previous
year.” (411)

SHRI BENI SHANKER SHARMA :
I beg to move*:

Pages 5 and 6, for lines 18 to 40 and 1 to
11, respectively, substitute—

“(a) in sub-section (1), after clause
(b), the following proviso shall
be added, namely :—

‘Provided that the money so accu-
mulated or set apart is invested
within a period of six months imm-
diately following the previous year
in any Government security or
loans or by way of fixed deposit
in any nationalised banks in the
manner as may be prescribed’.”
(5549)

Page 6, lines 26 to 28,—

omit “and the period for which the

* income is to be accumulated or set

apart, which shall in no case
exceed ten years." (610)

Page 6,—
Jor lines 34 to 38, substirute—

*(c) for sub-section (3), the following
sub-gection shall be substituted
namely:—

*(3) Any income referred to in sub-
section (1) or sub-section (2)
as is applied to purposes other
than charitable or religous pur-
poses as aforesaid or ceases to
be accumulated or set apart
for application thereto or is not
utilised for the purpose for
which it is so accumulated shall
be deemed to be the income of
such person of the previous
year in which it is so applied or
ceases to be so accumulated
or 8o set apart.” (611)
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SHRI HIMATSINGKA : 1 beg to
move®:
Page 5, line 24,—
Jor 1971 substitute “1973" (633)
Page 5, line 30,—
Jor *1971" substirure *1973" (634)

Page 6, lines 3 to 6,—

omir “[such option to be exercised in
writing before the expiry of the time
allowed under sub-section (1) or
sub-section (2) of section 139, whether
fixed originally or on extension,
for furnishing the return of income).”
(636)

Page 6, line 31,—

after 1944, insert—
“or in deposits in Banks or in Deben-
tures" (637)

SHRIMATI
1 beg to move® :

Page 6,—

INDIRA GANDHI

Jor lines 29 to 33, substitute—

‘(b) the money so accumulated or
set apart is—

(i) invested in any Goven-
ment security as defined in
clause (2) of section 2 of the
Public Debt Act, 1944 or
in any other security which
may be approved by the
Central Government in
this behalf, or

18 of 1944

(if) deposited in any account
with the Post Office Savings
Banks [including deposits
made under the Post Office
(Time Deposits) Rules,
1970] or a banking com-
pany to which the Banking
Regulation Act, 1949 ap-
plies (including any bank
or banking ibstitution re-
ferred to in section 51 of
that Act) or a cooperative

10 of 1949

*Moved with the recommendation of the President.
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society  engaged in carry-
ing on the business of bank-
ing (including a co-
operative land mortgage
bank or a co-operative
land development bank). or

(iii) deposited in an account
with a financial corporation
which is engaged in provid-
ing long-term finance for
industrial  development in
India and which is approved
by the Central Government
for the purposes of clause
(viii) of sub-section (1) of
section 36.";" (645)

Page 6, for lines 34 (0 38, substitute—

“(r) for sub-section (3), the following
sub-section shall be substituted with
effect from the 1st day of April,
1971, namely:-—

“(3) Any income referred 1o in sub-
section (2) which—

{a) is applied to purposes other
than charitable or religious
purposes as aforesaid or ceases
to be accumulated or set apart
for application thereto, or

(b) ceases lo remain invested in any
security referred to in sub-
clause (i) or deposited in any
account referred to in sub-
clause (if) or sub-clause (iii)
of clause (b) of that sub-sec-
tion, or

(¢) is not utilised for the purpose
for which it is so accumulated
or set apart during the period
referred to in clause (a) of
that sub-section or in the year
immediately following the ex-
piry thereof,

shall be deemed 1o be the income of such
person of the previous vear in which it
is so applied or ceases to be so accumu-
lated or set apart or ceases 10 remain
so invested or deposited or, as the case
may be, of the previous year immediately
following the expiry of the period afore-
said.”) (646)
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SHRI D. N. PATODIA
10 move* :

Page 5 and 6,—

Jor lines 18 to 40 and 1 to 11, respec-
tively, substitute—

(Julore): 1 beg

Yw) in sub-section (1), after clause
(h) the following proviso shall
be inserted, namely:—

“Provided that the money so
accumulated or set apart is
invested during the period
of six months immediately
following the previous year
in any Government security
as defined in clause (2)
of section 2 of the Public
Debt. Act, 1944 or in any
other  security or invest-
ment  which may be ap-
proved by 1the  Central
Government in this behalf.”
(669)

SHRI N. K. P. SALVE : 1 beg to move*:
Page §, line 31,—

Jor “Explanation™ substitute “Ex-
planations™ (695)

Page 5, line 34,—

SJor,  “Explanation” substitute  *Ex-
planation 1" (696)

Page 6, line 1,—

after “'year" insert—

“or such period as the Income-
tax Officer, in his discretion may
extend™  (697)

Page 6,—

after line 11, insert—

**Explanation 2.—For the purpose of
clause (a) and (b) income from any
such property as is referred to in the
said clauses for any previous year
shall be deemed to have been
applied to charitable or religious
purposes il such income is utilised
for discharge of a debt or any other
liability attached to any propery
held under trust.” (698)

*Moved with the recommendation of the President.
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Pm 6'-
after line 11, insert—

‘(aa) after sub-section (1) the follow-
ing sub-section shall be in-
serted, namely. -

“(1A) Notwithsianding any-
thing contained in
sub-section (1)
in any case
where the accounts
are maintained on
mercantile  system,
and the Income-
tax Officer is
satisfied  that the
receipt of any
income has not
been  wilfully de-
ferred either by
contract or other-
wise, such income
as is not aclually
reccived during
the  previous year
shall not be in-
cluded in the total
income of the
previous year shall
not be included in
the total income of
the previous year
of the person.”(699)

ot Wt T e 9 T Sfcaw
FFMAL TR T § 9
HOTET YT FEA A ARy g1 7
e &g s § 3o e
T g AW A § o Afeaw  qeafay
el FTR § | Fog N 7w
g fr o % fem 7 o Fosd § 3 g
A wowd & fog, v o A aft-
A F @Y & g ST ar gEwEnT FX
RE sETT T I TR E
o &7 97 F THEs! €Y WIaT § a8 AwAr
T § =T A &, I ST A9 A
{, 57 F oo st @ R E, T A
®§ 1o g€ oY S aga e | fg
W AT, g s fareld §
R A AX &1 W XTI AT TWT AT

MAY 6, 1970

Finance Bill 1970 204

qfeame #1 &mw g & forg 2 Qv
FQ g, 99 vage +@ &)1 77w
wraT 7 g , T F efw e w7 g
afew sy 7=t 3w a1a 1 7T fF A
Zez Y a1 & ar SfE A I w4
a1 gwid #t F dar T & A |
2, 9@ 11 a9 AT F 2 7 aga a9
& =<t o TEY 1 ag e g 3] )
ag AFTT T AT 9T FF T T
FEAE TN §, T Gl §, e
araTd @ €, fealada @=a &1
FTaT € fF 70 F go Fera e wfey
#1T Y waTgEE a1 g3nw € fefy @t
# fao smsr @ fear s nfew,
ST FTfET | Afaw Gar T AT Tifae
o Iu1 T FQ@ 7 a1 At ) fefe
2 IftEfawr e & foo 2 a9
q4T § 99 # & 3 faw g, $@ I
faar smg, Wi & v & fag s
JT, 9 GeH g1 S0 )

# seT war g B foldew & o
ag sifew wrg T & f5 S T et
9g SHT /19 | @A AT A1fEy, 98 I6
e § Sfeead wow # w9
o1 A AT TE  HI A 0 qHAT &
FHYT IR =0 w4 | g T g A 9
aT 29 T 99 aF 6 Ged o9y
¥ fog 7z 9 <&@ 7 ™ @, 7 9
T &1 Gar oY g gFar § fF o
qT WY 7 g A I A § WY ag
& 7 YA AN AT WY AL JERY
T g Ay Sed fag Ao qemr
qEM, Wl qE TEAT @ AT FT GEEy
& g aF & fe ag g o
% ®E T T T g HT IAOH AT
Iy A & fag oy seTewrE Sfdaw
7w § ¥R ag & g Sfeaw §
&R 99 a9 & wow A §Y @) dvw @
wrem, 78 & guwRT § R O e



205  Finance Bill, 1970 VAISAKHA 16, 1892 (SAKA) Finance Bill, 1970 206

[t ware T o]

ST 31 2t s ek Wt sfasier
& forr & i v @ i S T f-
frefer sama & o gw Y W
I w1 3 5 e fafex X 3@
HITE GATX AT TG @ | IAHY q@TA
wfew o 5 9% g g 3w A 2,
AT BT IAF I , TH qFL F I
TETIT €1 <71 & AR zafag 57 wifsia
T AT AT G g T w1 afaw
TaTC gU & wwwE g w6 ag sfew W@
g & 5@ ag & seue feg o

# g +f qwwar g fF srer 9g @A
f redw faw § et @ & aomg fE
THHT g @ FE g e & & e
arEY W B g e faear g, 9
HYTET W AT AT AR § I AT
Y dag heHe faw F Al qr o |
TN et FEr § fF s ww ¥ oy
AT T ERIT | T} AT AR AR G
I AT A TR AT GRS §, F
T T § AT E 7 A T
| ¥ THEY A FET 918 & ¥ A9
o CAfen faw @ daw qae § o7
FHY § AR FrEAE O 7 gady a4 Y
Far w&ww 4t ? ag fawr fadar FRE
H VT ST WA 9T, A0 #9699 A
o o T 4t A I o R g
FAHT GAT FETAT AT GHAT 4T | IEE
TG OF TG F 4 FIC F A197 T8/
srzAy faar § @ faar & | ag sfaa =
g maE R AN WL WARE
guitest ®Y GrEAw faw § @ ) @
#fife &, g afgwadt worg Aifa &, @
fw

s T 7 Pemfwiae o fisar &1
DNE@HIE AW AR | HAT Y
g 1gezH g R G SR THE AR O
1962 ¥ T a4 | *4Y 797 7% fw-
ffrde e & 7 W} B aw 1962

& qgd AT §) a7 qTX F T Y, T A
I T TR @I § AR
AW FLaT &, Y Wi 7 9 9 99 9T
T §Y AR AT 7 g 9 ST 9 AR
&1 ag frafwfeioe wf  favar o §,
7% # JuTT At S ¥ FAAT g E |
# A Far § 6w o afow &
& #1X TEAT g A9 oF garen faw
AT AT S99 | Qe IaRT faewe
ST § AT AT @ AT AT ®7 TF W
oY ST HF | A TAWH T § A WY A
g 9T, WRT Y THRATE W T Y, ST
feafe ot 7 7%, T@ @ %7 ITIHT ;A
AT =18 |

SHRI D. N. PATODIA : Sir, I pro-
pose to speak on all the amendments Nos.
49, 669, 670 and 716. In spite of certain
amendments moved by the Government
relaxing some of the provisions with regard
to investment of unspent income of the
trusts, the fact remains that unless the un-
spent income is invested in the manner pres-
cribed, it has got 1o be spent for charitable
purposes within three months of the com-
pleting of the accounting period. This
appears to be too rigid a prescription.
There will be many  practical
difficulties due towhich it may not
be possible for a trust to spend it within
three months. There are certain cases
where due to the nature of the investment
involved, the income cannot possibly be
ascertained within three months of the
finalisation of the year. Similarly, in some
cases, although the income is ascertained,
it is not actually received. For instance,
dividend on shares is declared but not re-
ceived within three months. Unless the
amount is received within three months,
it cannot possibly be spent. There have been
cases where it has been necessary to go to
court for obtaining approval for spending
the amount. If you prescribe that the
amount has got to be spent within three
months of the closing of the year, it is going
to be very hard. Beyond three montbs, the
exemption will be withdrawn. Therefore,
the period should be extended to a minimum
of six months, to which I do pot think there
can be any objection from Government,
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because the purpose will be served. There-
fore, that amendment should be accepted.

Coming to amendment No. 670, | find the
provisions of the Bill do not make any dis-
tinction between ordinary income and
income derived from exchange or sale of
capital assets. These are two separate
types of income for all practical purposes.
A charitable trust is expected to spend what-
ever is eammed in the course of its normal
activities. But there are certain cascs where
by way of sale and exchange of assets, the
trusts acquire certain  additional funds,
and form additional  capital. There
should be a provision by which a distinction
is made between these two types of income.
Such income which is derived from sale or
exchange of capital assets should be per-
mitted to be accumulated without any res-
triction. 1 hope Government will accept
this amendment also.
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SHRI LOBO PRABHU : 1 have two
amendments. But before | take them up |
would like to place them in the context of
the direct taxation proposals of the govern-
ment. The total yield from all the proposals
is expected to be, please note, Rs. 5 crores
this year and Rs. 21 crores next year. We
must realise the size of this task in the
context of the total revenue which the
government is getling, something like 1o Rs.
3,400 crores.  For Rs. 5 crores this Govern-
ment is proposing to destroy the whole
industrial structure of this country; it is
going  to change  the definition
of agricultural land. What is the result of
the change ? There will be no house built
becausc as soon as.....

MR. DEPUTY-SPEAKER : We are not
dealing with that clause now.
SHRI LOBO PRABHU : 1 am giving

the general context. They have already
dried up charity and now they are going to
dry up investment and, consequently, pro-
duction and also employment about which
government is very much concerned. Yes-
terday the Prime Minister gave the figures,
or avoided to give the precise figures, about
inflation. She should have taken care of
the impact of the taxation proposals on
investment. There has hardly been amy
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[Shri Lobo Prabhu]

capital gains during the last few months.
There is a strike of capital and the strike
will grow as the taxation proposals become
fully implemented. Therefore, I ask of the
Prime Minister: why are you destroying the
structure ?

MR. DEPUTY-SPEAKER : I would say
that this is not relevant to the clause under
consideration.

SHRI LOBO PRABHU : I am giving
the whole structure of industrial prcsperity
on which employment depends. That is be-
ing destroyed for a paltry Rs. S crores.
Please sce part B of the Finance Minister's
speech.

I would like to say that this is nothing
more than an academic exercise. ideological
exercise. They think that they should soak
the rich. But that is not enough. If you
soak the rich, you destroy the poor. Plcase
remember that.  Without investment there
will be no employment.

MR. DEPUTY-SPEAKER :
speaking on the clausc.

SHRI LOBO PRABHU : 1 was examin-
ing the structurc of the clauses. I have
moved two amendments. Onc has already
been supported by Shri Patodia. So. I
do not want to traverse the whole ground.
I only want to add this. In addition to in-
come not being received, there is also the
other factor, that the outlay may not bc
spent in thrce months. For instance, the
scholarship amount may not be paid within
three months because the financial year
bends in March and the other year begins
later. Thcrefore, 1 suggest a reasonable
amendment that the time allowed for re-
moving the disqualification to extended from
three to six months. My next amendment
is to reconcile Government's own proposals
in respect of investments which are consi-
dered suitable from the point of view of
capital formation and industrialisation.
In this clause the investments of trusts arc
restricted under the Public Debt Act or in
any other security which may be approved
by the Central Government. 1 would like
Government to consider why there should be
two classifications. It would be better if
you have single list of investments and 1
would, therefore, request you to accept this
amendment,

He is not

SHRI HIMATSINGKA : I am press-
ing my amending amendments 635 and 636.
Amendment No. 635 suggests that instead
of three months provided it should be six
months. Three months is much too short a
time to allow the trust to spend the money
and then it is circumscribed by the provision
‘such option to be excrcised in writing be-
fore the expiry of the time allowed under sub-
section (1)’. Therefore, practically the
trustees will have to decide at the end of the
lyear whether they will apply for that or not
otherwise this advantage of three months
will be lost. Therefore, instead of three
months it should be six months and this
option to be exerciscd in  writing should not
be, insisted upon.

SHR1 S. S. KOTHARI : According t0
the new Finance Bill in regard to the chari-
table trusts it has been provided that no
amount shall be accumulated without the
sanction of the ITO. My submission is
that the rules should be framed by the
Central Board giving clear directions to the
1TO to give sanctions to all sueh applications
for building hospitals, etc. within one
month. Secondly, instead of 25% 1 have
suggested that 15°% shall be allowed to be
accumulated without the sanction of the
ITO.

SHRI N. K. SANGHI : A new direc-
tion actually has been given ist the Finance
Bill, 1970 in taxing charitable trusts. We
have seen in the country there arc large
charitable trusts and people get lot of income
from these trusts but the money is not really
spent. The new amendmeat has tried
to make these charitable trustees really spend
that money which has been carned by these
trusts. My simple amendment is that at
the end of Section 11 clause (2) for clari-
fication purposes these words may be added:
“from the end of the previous year.”
Whenever we discuss the Finance Bill,
we always make a provision of *“from the
end of the previous year”. This is what |
am appealing to the Prime Minister. To
bring a clarification properly, this should be
added.

SHRI N. K. P, SALVE : The perposed
amendments are very laudable. I do not
at all share the view of my hon. friend, Shri
Kanwar Lal Gupta, that any bongfide trus-
tees who do not use charitable money for
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charities at home would have any difficulties.
My suggestions contained in amcndment
Nos. 695 to 699 have three changes to
suggest to rationalise and streamline the
whole system.

The first change that I am seeking is that
the ITO, under genuine circumstances,
under compelling circumstances, should
be given discretion to extend the time of 3
months. The trust is supposed to spend the
money during the year. Suppose 3 months
have been given. It is likely to create a
great hardship. Even if an infinitesimal
fraction of the income, say, Rs. 5, is not
spent, Rs. 5 lakhs might be taxed. If the
ITO feels that there is a genuine, bonafide,
ground, he should extend the time at his
discretion. It may be extended upto six
months.

The second change which is very desirable
is this that in case there is a liability attached,
it should be provided for. Now, the entire
income has to be spent by the trust. Several
trusts have properties which have some lia-
bility attached to them. Suppose a house
is made over to the trust which is valued at
Rs. 10 lakhs. There may be the LIC loan
of Rs. 1 lakh in that. There may be some
other property in which there is a party
paid-up share capital. If the entire incomes
are to be spent towards charities, what about
the redemption of the liability ? Formerly,
out of 25 per cent, the liabilities could be
redeemed. Now, to take a more realistic
approach in the matter, where a particular
liability or debt is attached to the property
that is with the trust, it is necessary to the
extent moneys are spent, in respect of rc-
demption of such liabilitics, due provision
should be made.

Finally, what my hon. friend Shri D.N.
Patodia, put it in accounts language, where
the accounts are kept on mercantile system,
when a person keeps books of accounts on
accrual basis, on 31st December, he takes
into account the income which may accrue
after six months. He may receive it after
six months. In such cases, the terminology
employed is, short of income duration.
Due provision should be madein that
regard also.

In all humility, I would submit to the
Prime Minister that is a genuinc difficulty
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where books of accounts are kept on accrual
basis, to take credit for such receipts which
may come six months later.

I would request the Prime Minister to
consider these three suggestions of mine
which are to streamline and rationalise the
system.

SHRI BENI SHANKER SHARMA:
This is an important measure intended to
plug loopholes in the law relating to tax
avoidance. The object is, of course, very
laudable. I admit there are certain un-
scrupulous persons creating trusts who in-
dulge in the habit of getting benefit out of
the trust money.

If you go into the history of this section,
1 may point out that this Section was enacted
in 1961. Prior to that all the income could
be accumulated for the purpose of future
charities. The Primc Minister knows that in
India there are trusts which come to the aid
of the Government in matters of education,
health and accidental relief. It is to the
advantage of the Government as well.
Sometimes there arc natural calamities like
floods, famine or carthquake. The Govern-
ment by itself is unable to cope with the big
task, sometimes it is faced with. There-
fore, though the general public funds are
collccted and there are certain trusts which
also come forward. If in these trusts, the
money is not accumulated, wherefrom will
thc money come to meet these cmergencies
like floods, earthquakes, famines etc. My
submission is that instead of killing the germs
of the disease, you should not kill the pa-
tient. Here, you are killing the patient and
not the germs of the disease.

The whole object of this clause is that the
money should not be utilised by unscrupu-
lous trustees for their own benefit and this
can be secured by the amendment I have
proposed. My amendment is to adda
proviso, namely:—

“Provided that the money so accumu-
lated or set apart is invested
within a period of six months
immediately following the previous
year in any Government security or
loans or by way of fixed deposit in
any nationalised banks in the manner
as may be prescribed.”
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This would serve the purpose quite well.
This sufficiently guarantees against misuse
of trust money. 25 per cent of income
should continue to be allowed to be accumu-
lated for meeting such emergencies, when
there is a great demand for public charity
because the Government is unable to meet
from its own funds thc needs and require-
ments of the affected people.

Thcrefore, Sir, instead of being harsh and
not allowing these accumulation at all,
please allow the accumulation and see that
the accumulation is not misused. T will give
you an example. In Government Depart-
ments we find that the Government sanction
certain monics to be spent in a particular
year. What do we find? We have scen
——most of the hon. Members will bear
me out—that on 3Ist March there is a
competition to spend the whole money.
That money is given to anybody and cvery-
body. 1 dont know for what purposc. 1
have scen in my own constitucncy that
they distribute the money right and left
because they have got to spend e money.
Then, one should have some time cven
in charity to determine the good cause in
respect of which they want to spend money.
Therefore, this accumulation clausc should
not be interfered with.

All I submit is that what is needed is
to guard that this accumulated moncy
is not misused. We have now nationalised
banks. This mon.y may be put in them
and it can be used for nation-building
purposes as well, when finally, 257 of the
accumulation could be canalised for better
permanent charitable purpose.

SHRIMATI INDIRA GANDH]I : These
amendments seek to achieve the following
objectives :

Charitable and religious trusts will be
permitted to invest the accumulated
income in deposits in post office
savings banks, scheduled banks.
co-operative banks as also in approved
long term financial institutions such
as State financial corporations.

Such trusts will be permitted to spend
the accumulated income at any time during
the period of accumulation or during one
year following the expiry of the period of
accumulation for the specified purposes.

In a casc where the accumulations are
withdrawn from the activities specified in
(i) above and invested in any form, the
exemption will cease to be operative.

Now it is far from our intention that the
spirit of charity should dry up. On the
contriry, we do hope that charitable trusts
would be more charitable and help the
Government in its work.

SHRI KANWAR LAL GUPTA:
You should also be charitable to them.

SHRIMATI INDIRA GANDHI : All
members including Mr. Kanwar Lal Gupta
have conceded that there has been misuse
in some cases. How big it is, it is
difficult to say. But there is widespread
feeling in the country and the matter has been
raised on the floor of the House many times,

Somebody mentioned that some more
things should be accommodated or time
should be stretched. Something like
scholarships could always bc accommodated
in the purpose of trusts.

I think Mr. Kothari or somebody raised
the question of taking the sanction of 1.T.O.
There is a misunderstanding. There is no
question of having a sanction. 1. T. O. is only
to be informed about that.

SHRI S.S. KOTHARI : If heis infor-
med, is it enpough ?

SHRIMATI INDIRA GANDHI : Any
change in the accounting system could be
allowed by the ITO and if there is any
genuine and good causc, that could also be
considered. Some of the amend-
ments of Shri Kanwar Lal Gupta are
contrary to the basic purpose underlying this
Bill, that is. exemaption from tax on income
only if it is applied for the purposes of Trusts.
So I cannot accept the amendments.
Then another point was raised to extend the
period to 6 months. Trusts which main
tain their accounts according to the financial
year would not be in a position to furnish
the return of income beforc the 1st October
and this would delay examination of the case
of such Trusts to determine whether they
qualify for exemption.



215 Finance Bill, 1970

SHRI D. N. PATODIA : Sorry for the
interruption. The relaxation is with regard
to spending part of it only. Income will
be ascertained within the accounting year
by a system of maintaining accounts on
mercantile basis. There will be no problem
with regard to filing of assessment and
scrutiny of accounts.

SHRIMATI INDIRA GANDHI :
Accounting system can be changed, if
necessary. The period of three months under
the Bill is sufficient for a Trust to apply its
income. Extending the period will not serve
the purpose. If you cannot do it in three
months you cannot do it in 6 months or
longer.

SHR1 D. N. PATODIA :
difference.

SHRIMATI INDIRA GANDHI : Then,
Shri Shiva Chandra Jha asked for reduc-
tion in the period of accumulation. We
feel this will cause undue hardship in cases
where the trust wants to accumulate for
construction of school, hospital etc. These
amendments are not acceptable,

It makes a

SHR1 5. R. DAMANI (Sholapur) :
In the case of a Trust, suppose, the Trust
happens to spend more than the income in
one year, say, for the construction of hospi-
tal. It spends more than its income in that
particular year. Will the excess be adjust-
ed agaimst the next year's income ?

SHRIMATI] INDIRA GANDHI : It
can be looked into.

MR. DEPUTY-SPEAKER :
1 put all the amendments to vote ?

SHRI N.K. P. SALVE : I wish to with-
draw my amendments.

Shall

MR. DEPUTY-SPEAKER : Has the
hon. Member the leave of the House to
withdraw his amendments ¥

SOME HON. MEMBERS : Yes.

(Amendment Nos. 695 to 699 were
by leave, withdrawn.

SHRI N. K. SANGHI : [ want to with-
draw my amendment.

MR. DEPUTY-SPEAKER : Has the
hon. Member the leave of the House to
withdraw his amendment ?
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SOME HON. MEMBERS : Yes,
Amendmeny . 4
il . Neo 11 was, by leave,

MR. DEPUTY-SPEAKER : 1 will now
put Shri 8. C. Jha's amendment No. 97 to
the vote of the House.

Amendment No. 97 was put and negatived.

MR. DEPUTY-SPEAKER : I will now
put all the other amendments, excepting
Government amendments to the vote of
the House.

Amendments Nos. 4, 5,49, 313, 351, 352, 554,
610, 611, 633, 634, 636, 637 and 669 were
put and negatived.

i MR. DEPUTY-SPEAKER : The question

is;
Page 6,—
for lines 29 to 33, substitute—

‘(b) the money so accumulated or
sct apart is—

(i) invested in any Government
security as defined in clause
(2) of section2 of the Public
Debt Act, 1944 (18 of 1944)
or in any other security which
may be approved by the
Central Government in this
behalf, or

(if) deposited in any account with
the Post Office Savings Bank
[Including deposits made
under the Post Office
(Time Deposits)  Rules,
1970] or a banking company
to which the Banking Regula-
tion Act, 1949 (10 of 1949)
applies (including any bank
or banking institution re-
ferred to in section 51 of
that Act) or & cooperative
society engaged in carrying
on the business of banking
(including a co-operative
land mortgage bank or a
co-operative land develop-

ment bank), or
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(iii) deposited in an account with
a financial corporation which
is  engaged in providing
long-term finance for indus-
trial development in India
and which is approved by the
Central Government for
the purposes of clause
(viii) of sub-section (1) of
section 36.”';’ (645)

Page 6, for lines 34 to 38, substitute—

‘() for sub-section (3), the following
sub-section shall be substituted with
effect from the Ist day of April,
1971, namely:—

*(3) Any income referred to in
sub-section (2) which—

(a) is applied to purposes
other than charitable or
religious  purposes as
aforesaid or ceases to be
accumulated or set apart
for application thereto,
or

(b) ceases to remain invested
in any security referred to
in sub-clause (i)
posited in any account
referred to in sub-clause
(ii) or  sub-clause (iii)
(b) of that sub-section, or

(c) is not utilised for the pur-
pose for which it is so
accumulated or set apart
during the priod referred
toin clause (a) of that sub-
section or in the year
immediately following the
expiry thereof,

shall be deemed to be the
income of such person
of the previous year in
which it is so applied or
ceases to be so accumulated
or set apart or ceases to
remain so invested or
deposited or, as the case
may be, of the previous
year immediately following
the expiry of the period
aforesaid.”, (646)

The motion was adopted.

or de-’

MR. DEPUTY-SPEAKER : The ques-
tion is:

“That Clause S, as amended, stand
part of the Bill.”

The motion was adopted.
Clause 5, as amended, was added to the
Bill.
Clause 6—(substitution of new section
Jor section 13).
MR. DEPUTY-SPEAKER :  Now,
we shall take up clause 6.

SHRI KANWAR LAL GUPTA : I
beg to move*:
Page, 9, line 9,—

for “five  substitute “fifteen’(6)

SHRID. N. PATODIA : I beg to move* :
Page 7, line 2,—

Jor 1971 substitute *1972" (50)
Page 7, line 22,—

Jor “(whenever created or established)”
substitute—

“(created or established after the
commencement of this Act”) (51)
Page 7, lines 26 and 27,—
for ‘“created or established before the

commencement of this Act,”
substitute—

“(whenever created or established)”
(52)

Page 8,—
amit lines 29 to 32 (53).

SHRI SHIVA CHANDRA JHA: |
beg to move *:
Page 9, line 30,—

for ‘‘twenty” substitute ‘“‘ten” (98)
Page 9, line 37,—

JSor “twenty™ substitute “ten” (99)
SHRI KANWAR LAL GUPTA: I
beg to move * :
Page 8,—
after line 32, insert—

“Provided that nothing contained in this
sub-section shall apply to the

*Moved with the recommendation of the President.
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[Shri Kanwar Lal Gupt~]

income or property of the trust
or institution or any part of
such income or property which
fs deemed to have been used or
applied before the Ist day of
March, 1970 for the benefit of a
person referred to in sub-section
(3" (301).

Page 9, lines 16 to 18,—

Omit “and for the purposes of ‘t.his
section “relative” also includes a lineal
descendant of a brother or sister™ (302)

SHRI LOBO PRABHU:1 beg to
move® :—

Page 7, line 35,—
after “‘sub-Section (1) insert--

“after February 28, 1970" (314)
Page 8, lines 29 and 30—

for “or continue to remain,”
substirute “‘after February 28, 19707,

(315)
SHRI S. 5. KOTHAR] : 1 beg to
move* i—
Page9,—

for lines 5 to 14, substiture—

*(4) Notwithstanding anything con-
tained in clause (c) of sub-
section (1), and sub-section (2)
the exemption under scction 11
shall not be denied in relation
to income in  excess of
fifty per cent, of the total income
of the previous year of the trust
or the institution:

Provided that in a case where clause (h)
of sub-section (2), applies, and
the aggregate of the funds of the
trust or institution invested
in a concern in which any person
referred to in sub-section (3),
has a  substantial  interest,
does not exceed five per cent. of
the capital of that concern, the
exemption under section 11 shall
not be denied in relation to
any income other than the income
arising to the trust or the insti-
tution from such investment, by
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reason only that the moneys or
the trust or the institution have
been invested in a concern in which
such person has a substantial
interest, subject, however, to the
overall limit on the denial of
exemption provided in this sub-
section.” (355)

Page 9, line 30,—

Jor “twenty per cent." substitute—
“fifty per cent.” (356)

Page 9, line 37,

Jor “twenty™ substitute *“fifty" (357)
Page 9,—

after line 38, inserr—

“Explanation 4—For the removal of
doubts, it is hereby declared that
clause (h) of sub-section (2), of this
section shall not apply to property
in kind settled on or donated to a
trust or institution.” (358)

SHRI BENI SHANKER SHARMA : |
beg to move* :
Page 7, line 40,—
omit “or continues to be," (55%5)
Page 8, line 2,—
omit “or both" (556)
Page 8, line 4,—
Omit “'or continues to be" (557)
Page 8, line 6,—
for "during the previous year"”

substitute “‘after 28th day of February,
1970 (558)

Page 8,—
for lines 29 o 32, substitute—
*“(h) if any funds of the trust or insti-
tution are utilised in purchasing shares
of a domestic company in which any
person referred to in sub-section(3)
has substantial interest.” (559)
Page 9, line 9—
Sor “five” substitute “twenty" (560)
SHRIHIMATSINGKA : 1 begtomove*:
Page 8, line 30,—
for *during the previous year” substitute—
“after 29th day of February, 1970"
(664)

*Moved with the recommendation of the President.



221  Finance Bill, 1970 VAISAKHA 16, 1892 (SAKA) Finance Bill, 1970

SHRIMATI
beg tomove* :

INDIRA GANDHI : I

Page 7, after line 33, insert—

“Provided further that in the case of a
trust for religious purposes or a reli-
gious institution (whenever created
or established) or a trust for charit-

. able purposes or a charitable insti-
tution created or established before
the commencement of this Act, the
provisions of sub-clause (ii) shall
not apply to any use or application,
whether directly or indirectly, of any
part of such income or any
property of the trust or insti-
tution for the benefit of any person
referred to in sub-section (3)
in so far as such use or application
relates to any period before the Ist
day of June, 1970" (647)

Page 8, for lines 29 to 32, substitute—-

“(h) if any funds of the trust or insti-
tution are, or continue to remain,
invested for any period during the
previous ycar (not being a period
before the Ist day of January, 1971)
in any concern in which any person
referred 1o in sub-section (3) has a

substantial interest.” (648)
SHRI N. K. P. SALVE : 1 beg to move*:
Page 7, line 37,—

after “clause,” inserr—

“in any previous year commencing from
Ist March, 1970 or subsequent pre-
vious years,” (700)

Page 8, lines 29-and 30,—
omit “‘or

Page 8,—

after line 32, inseri—

continue to remain,” (701)

“Provided that this clause shall not
apply to property in kind settled
on or donated to a trust or insti-
tution.” (702)

SHRI HIMATSINGKA: I beg to move*:
Page 8, line 30,—

afrer “invested” imsert—*in equity shares”
(731)

222

That in the amendment proposed by Shri
mati Indira Gandhi printed as No. 648
in List No. 38 of amendments,—

for *or institution are, or continue to
remain,”” substitute—

“are™ (732)

S wATATE oy IS A, W
T FB 7ET FgAT §, A7 wg faar
# wrgar g 5 waw W@t wm ¥ fF
fem T § SR T pERe
E‘l‘ﬂT, ELL] ﬁ‘ﬁ mﬁi‘lﬂ"fﬁl
AT A WY FWF ar F)

SHRL D. N. PATODIA : Under the
provisions of the Bill, a person will be
deemed to have substantial interest if he,
along wilh his relatives, contributes 20%
of the voting rights of a trust. This appears
lo me to be not only too harsh but most
unreasonable because the standard norms,
all over the world, not only in India, are that
when more than 50%; of the intercst is beld
by one person or a group of persons, only in
that case, he is considered to be having a
substantial interest. My amendment, there-
fore, secks that the fact of holding a sub-
stantial interest should urise only whena per-
son, along with his relatives, is holding not
less than 50%; of the voting rights. 1 hope that
this is a very reasonable amendment which
Government would do well to uccept in
accordance with the norms set up not only
in India but cverywhere clse in the world.

sy frw = WT: SuTEEE &Y, RO

Fgn oy § f& gRmdw 3 o}
fomd Famar S R

“For the purposes of this section, a
person shall be deemed to have a substan-
tial interest in a concern,...."

AT wEA gIT IEH IHET ERE
§ gg 4% EWT W TEET e
& o g R wgr AT § ¢

“in a case where the concern is a
company, if ils shares (not being shares
entitled to a fixed rate of dividend
whether with or without a further right to
participate in profits) carrying not less
than twenty percent.......... ",

*Moved with the recommendation of the President.
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[t fow wx mY)
o= I8 AW FT WS F oA
FAAT T R A E, IOA IGET GEEAT
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QIR 3 &7 §d-9a0 (2) W13
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# @A vz 7 AT A% & IEA &W
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¢ f& afcfam 27 & gaw1 63w
g1 zafan 4w gdr wgAm 2 fF 4w
qTHT F1 WAE 77 =9 qIHE §7 fadn
AT |

SHRI LOBO PRABHU : I find that
Government again  accepted my amend-
ment with some improvement. 1 had said
that it should not have retrospective effect
before 1st March, 1970, But Government
have goneastep forward and said that this
would have effect only afier Ist June, 1970.
1t is a good thing that Governmcnt have
realised that retrospective  effect  should
not be given to penal provisions. I do
not know whether 1 should thank Govern-
ment or Government should thank me,
becausc 1 think my amcndment was carlier
than theirs.

SHRI S. 5. KOTHARI : 1 had tabled
an amendment that this would have cffect
only from Ist July, 1970; this is relating to
the restrictive provisions with regurd 1o
the . trust income being invested beyond a
certain limit in concerns which are controlled.
The hopn. Prime Minister has been kind
enough to accept the amendment as it is;
of course, the language has been changed,
but we do not mind it at all. [ thank her
for it.
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SHRI BENI SHANKER SHARMA :
Ido not wanttosay anything on this,
since my suggestion has been accepted more
or less in principle.

SHRI HIMATSINGKA : The scheme of
clause 6 seems to indicate that the intention
of Government is to control the trustees
from exercising the voting rights of shares
and from taking any undue advantage from
the shares or investments that they make,
and. therefore, provisions have been made
about interest and no salary being given and
so on. 1 welcome these provisions.

As you know, sections 153B and 187B
of the Companics Act provide that in a
trust which has shares of the value of Rs.
5 lakhs or 25 per cent, whichever is less, the
voting rights will be excrcised by the public
trustce and not by the trustecs of the trust.
There is ample provision to the effect that
the trustees are not in a pesition to take any
advantage of any holding of shares or any
invesiment in the company. That has been
taken care of by those two sectionsof the
Companies Act. Therefore, that apprehen-
sion should not be there. In this clause,
there is a discrimination to which 1 would
like to draw the hon. Prime Minister’s
attention. Therc are certain investments
which are made by the trustees from funds
which they get and with which they buy
shares of companies. There is another
type of investment where the donors
themselves divest themselves of the shares
which they possess and which they give to
the trust.

Therefore, there is a distinction. Money
is not being utilised for purchasing shares,
but shares themsclves are being donated.
Therefore, such shares donated to public
charities should not be taken exception to,
when you have prevented the trustees from
exercising voting rights. That right has
been taken away by sections 153B and 187B
of the Companics Act. Therefore, the
apprehension of trusiecs taking advantage
from investment has becn removed.

Therefore, 1 have suggested an amend-
ment to amendment No. 648 by the Prime
Minister. Amendment No. 648 says:

“Jf any funds of the trust or institution
are, or continue to remain, invested
for any period during the previous
year (not being & period before t he
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Ist day of January 1971) in any
concern in which any person referred
to in sub-section (3) had a substantial
intcrest™.

‘Substantial intcrest’ has also been defined.
I have suggested in my amendment No. 732
that for “or institution are, or continue to
remain,” the word *“‘are” may bc substituted.
That is to say, if any funds are invested by
the trustees in the purchase of shares, that
should be prevented, but if shares do come
into the hands of trusts and they continue to
remain, therc should be no objection to
that. Thercfore, if the Prime Minister is
good enough to accept my amendment,
that will mcet the point of the objection.
That will take away any advantage the
trustees might be intending to take by
investing funds in purchasc of shares.

Asyouknow. a large number of shares arc
donated by donors because they have got
shares and they part with them. As 1 said,
voting rights have been taken away by the
Companics Act, secs. 153B and 187B; cven
for small companies, the minimum of Rs.
5 lakhs or 25 per cent whichever is less.
Therefore, there should be no objection to
this.

Another thing I want to be clcared is about
sub-clauses(2)(h), which says:

‘if any funds of the trust or institution
are, or continue to remain, invested
for any period during the previous year
in any concern in which any person
referrcd to in sub-section(3) has a
substantial interest.”

Here 1 have suggested that the investment
can only be in cquitics. That should be
clarified because  preference  shares
and loans or  debentures  have
been excluded. What other shape can an
investment take ? Unless this is clarified,
there will be difficulty. Therefore, 1 have
suggested that after the word “investment,™
the words “in equity shares” should be
added. I had explained it to the gentleman
in the Department dealing with it, and he
secmed to agrec withit. 1 hope that my
amendment will be accepted.

SHRI N. K. P. SALVE : In principle I
have nothing to say excepting that in the

" amendment of the Prime Minister is an im-
-plicit concession that there is retrospectivity

in the provision in the Bill as it is, and there-
fore the time has been extended for convert-
ing the investment up to 1st January, 1971,
but that does not take care of the entire
difficulties which may come about.

A trust might be holding shares without
any fault on its part because investments
were not prohibited so far. It might be
in possession of certain shares which it
may not be able to sell. Suppose there are
partly paid up shares and the company
isin a very bad position. Who is going to
purchase those shares ? Assuming there is
a loan given to somebody, which was
not a prohibited transaction earlier
and the money arc not recovered by
the trust despite the most bona fide, genuine
intention of the trustees, what are they to
do in circumstances like that ? Do they
keep on losing the exemption throughout
for no fault of theirs in respect of investments
made anterior in point of time to this amend-
ment when such transactions did not entail
the wrath of the Tax Department ?

The second aspect which is really very
important is the point raised by Shr
Himatsingka. May 1 respectfully point
out to the Prime Minister that yesterday
while replying to the debate she herself said
that the entire intent of this amendment is
to ensure that the trustees do not divert the
funds which are at their discretion to help
other trustees or help the relations of the
trustees. In other words, they are almost
frustrating the purpose of the charities, but
the way it is drafted it appears that it is not
merely confined to such transactions where the
trustees are diverting the funds of the
trust, but if they accept donations of such
shares as would be the shares of a company
in which any of the trustees has substantial
interest, or assuming that some shares are
settled on the trust itself to start with,
then it is likely that the exemption would be
lost. 1 would request the Prime Minister
that in harmony with what she herself said
that the entire purpose of this enactment is
to ensure that the funds at the discretion of
the trustees are not diverted for other pur-
poses, there should be no penalty if such
shares are donated or initially settled on the
trust by the trust owners.

DR. SUSHILA NAYAR rose—

MR. DEPUTY-SPEAKER
pame is not there.

Your
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DR. SUSHILA NAYAR (Jhansi) : My
name need not be there though it is there.
1 spoke on this yesterday and I want a clari-
fication.

MR. DEPUTY-SPEAKER : Under the
rules no member is barred, but we have
agreed some time ago that because we are
very much pressed for time, only those
members who have moved amendments
will make their submissions. If I allow
you, 1 will have to allow others. I am
only appealing to you. A gentlemen’s
agreement was arrived at.

DR. SUSHILA NAYAR : 1 have not
entered into any agreement.

MR. DEPUTY-SPEAKER : With the
permission of the Housc 1 am making an
exception in her case. No other exception
will be made.

SHRI PILOO MODY (Godhra) : Any
time the Prime Minister wants to speak,
let her speak.

MR. DEPUTY-SPEAKER : She is the
Prime Minister, not a lady.

DR. SUSHILA NAYAR : She isstill a
lady, she does not cease to be a lady.

MR. DEPUTY-SPEAKER : I allow her
because she is the Prime Minister and she
had to reply.

DR. SUSHILA NAYAR : I have two
points. I wish to support the amendment of
Mr. Himatsingka. Some shares that
might have been inherited by the trustees
may have been donated by some of the
trustees themselves out of their own com-
panies earlier and now if they have to be
disposed of within certain period it may lead
to distress selling which will make the trust
lose money and perhaps disturb the market
also; apart from reducing the income of
some of these trusts. This will be hard on
the charitable institutions which had been
running on the incomes derived from some
of thesc investments.

Secondly, sub-clause (a) says: “‘any part of
the income from the property held under a
trust for private rcligious purposes which
does not enure for the benefit of the public;"”.
‘We want that the trustees should spend all
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the money for the charitable purposes for
which the trust had been created. But
think of a case in which a trust has received
a number of shares, with fifty per cent paid
up capital and the other fifty per cent has
to be paid for redeem these shares.
If the trust spends money on that, will it
be considered a cheritable purpose ? These
shares had already been accepted under the
existing law and part payment has been made
and part payment is still due, will that be
covered by the definition and not results
in loss of income-tax exemption ? Then
suppose a building worth Rs. 10 lakhs
is donated and there is a mortgage or debt
of Rs. 50,000 on that building. If the
charitable institution pays this, will that be
covered by the definition of cheritable
purpose or will that involve them in the
loss of their income-tax exemption. This
is a very important point for those of us
who are running some of these cheritable
institutions. These things should be clarified;
othcrwise pcople who are donating
for charitable purposes will feel very in-
secure. Some little share not been dis-
posed of in time may result in withe
drawal of income-tax exemption, the
money that they have donated to the insti-
tution under the impression that it was
income-taxfree, will not be free from income-
tax. People may with-hold donations.

SHRI S. S. KOTHARI : That has bcen
accepted.

DR. SUSHILA NAYAR : I have raised
these two points. I hope in the cases
I have mentioned it will not involve them
in the loss of the exemption from income-
tax.

SHRI BENI SHANKER SHARMA:
Sir, just one word, about 531. The defi-
nition of the word ‘relative 'is extended
here. How many definitions are we go-
ing to have for each word in the same Act.
It has already been defined in section 2 (41)
of the 1. T. Act, 1961. Here is another

definition. Are we going to have diff-
erent meanings for each word in each
" section ?

SHRIMATI INDIRA GANDHI :

I do not think I have to move again 647
-and 648. 1 have nothing much to say on
these - amendments. Hon.: Members will
recognise that the Government is always
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reasonable when reasonable matters arc
brought up; it was not only Mr. Lobo Pr-
abhu but other Members also who have-
discussed these matters with us and we
have gone into them very carefully and tri-
ed to minimisc any hardship which may
be caused to any trust. As hon.
members know, we have given a timc-
limit. We have extended the time for the
change of portfolio. 20 per cent invest-
ment includes equity. We feel that any
change might open out the possibilities of
diverting the funds. I think this is all I
have to say.

SHRI N. K. P. SALVE : If someone
donates shares, will the shares forfeit the
exemption ? If you clarify it on the floor
of the House, it will be better.

SHRIMATI INDIRA GANDHI : For the
previous existing trusts, wc have given a
time-limit. For the new ones, we will have
to evolve something.

SHRI N. K.P. SALVE : My question
is, if somebody donates in the form of sh-
ares, will the trusts forfeit the exemption ?

SHRIMATI INDIRA GANDHI :1
think they will. They will have to sell
the shares and give it.

MR. DEPUTY-SPEAKER : Now, th-
ere are a number of amendments.

SHRI S. S. KOTHARI : I withdraw my
amendments.
MR. DEPUTY-SPEAKER : Has the

hon. member the leave of the House to
withdraw his amendments ?

HON. MEMBERS : Yes.
The amendment Nos. 355 to 358 were by
leave, withdrawn.

SHRI LOBO PRABHU: I want to with-
draw my amendments ?

MR. DEPUTY-SPEAKER: Does the
hon. member have the leave of the House
to withdraw his amendment ?

HON. MEMBERS : Yes.

Amendment Nos. 314 and 315 were by
leave, withdrawn.

SHRI N. K. P. SALVE : I want to with-
draw my amendments.

MR. DEPUTY-SPEAKER : Has the
hon. member the leave of the House to
withdraw his amendments ?

HON. MEMBER : Yes.

Amendment Nos. 700 to 702 were by
leave, withdrawn.

MR. DEPUTY-SPEAKER Shall I
put the other amendments, except Govern-
ment amendments, together ?

SHRI SHIVA CHANDRA JHA
Amendments Nos. 98 and 99 may be put
separately.

MR. DEPUTY-SPEAKER : I will now
put amendment Nos. 98 and 99 to the
House.

Amendment Nos. 98 & 99 were put and
negatived

MR. DEPUTY-SPEAKER : I will now
put all the other amendments, except the
Government amendments, to the House.

Amendment; Nos. 6, 50 1053, 301, 302,
555 10 560, 644 and 731 were put and
negatived.

MR. DEPUTY-SPEAKER : Before
putting the Government amendments, I will
put amendment No. 732 moved by Mr.
Himatsingka to the Government amend-

ments.
Amendment No. 732 was put and negatived.

MR. DEPUTY-SPEAKER : I wil
now put Government amendments Nos.
647 and 648.

The question is :

Page 7, after line 33, insert—

“Provided further that in the case of a
trust for religious purposes or a
religious  fnstitution (whenever
created or established) or a trust
for charitable purposes or a
cheritable institution  created
or established before the com-
mencement of this Act, the
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provisions of sub-clause (ii) shall
not apply to any use or application
whether directly or indirectly, of any
part of such income or any property
of the trust or institution for the
benefit of any person referred to in
sub-section(3) in so far as such use
or application relates to any period
before the Ist day of June, 1970."
(647).

Page 8, for lines 29 to 32, substiture—

*(h) if any funds of the trust or istitu-
tion are, or continue to remain,
invested for any period during
the previous year (not being a
period before the Ist day of January,
1971) in any concern in which any
person referred to in sub-section(3)
has a substantial interest.” (648)

The motion,was adopted.

MR.DEPUTY-SPEAKER : The question
is :

“That clause 6, as amended , stand part
of the Bill.”

The motion was adopted.

Clause 6, as Amended, was Added to the
Bill.

Clause T1—(Amendmeet of Section 16).

SHRI KANWAR LAL GUPTA : 1
beg to mowve*

Page 10, line 15—
for “Rs. 20;" substitute
*Rs. 30; or actual fare of the bus

or  suburban train, which-
ever is less;” (7)

SHRI N. DANDEKER : I beg to move*
Page 10, line 11,—

Sor “Rs. 200" substitute “Rs. 250"
(54)

Page 10, line 14,—

Jor “Rs. 50" substitute “Rs. 75"
(55)
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Page 10, line 15—

for “Rs. 20"
(56)

substitute “Rs. 30"

SHRI SHIVA CHANDRA JHA : 1
beg to move*

Page 10, line 11,—

for “Rs. 200"
(100)

substitute “Rs, 100"

Page 10, line 14—

for “Rs. 50" substitute “Rs. 607
(1o1)

Page 10, line 15—
Jor “Rs, 20" substitute “Rs. 357
(102)
SHRI1 5. S. KOTHARI : 1 beg to move*
Page 10, line 11,—

Sfor “Rs. 200" 300"

(359)

substirute “*Rs.

SHRI BENI SHANKER SHARMA :1
beg to move*

Page 10, line 14,—

for “Rs. 50"  substitute “Rs. 100™

(563)

SHRIS. M. BANERJEE (Kanpur) : I
beg to move*

Page 10, line 15—
for “Rs. 20™ substitute “Rs. 35" (575—

*Moved with the recommendation of the President.
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dale wm w1 e dW oww g R 30 To RO PeR AW

L A E f F A W N oww faar W@
e ¢ T wifs 9w & Ay AT § 20 Fo AT § AfFT AT AT
& s 39w famanar § oW 24-25 o 9 WM @ fAw 20
fait ax Wt 9w &\ I T @ To TEAT T £ 1 AT A4 1 S

ey et g I SHRI S. M. BANERIJEE : Sir, with your
) permission, in amendment No. 575, which
1 have moved a little calier, I want to delete

FE
at wwvew fear wn g ®g AT the words “or actual fare whichever is more.™
fomr

F qIT A- So, the amendment will simply read: for
s

fea Ert @ IT FT AT AT 5 o “Rs. 207 substture “'Rs,
3}/ & s W e ifgwreq a@ SHRI D.N. PATODIA : My amend-
T

feai e = ments seck lo make some changes for
Rl H ¥ a1 vu & fom improvement with regard to the allowances

FE FETW AATHH el 91, I provided in the Bill for motor car, motor

F3a+ @8 20 %0 uﬁ\m = cycle and other vchicles. With regard to
N motor cars the Bill provides for a monthly

}wF AT EmET g E fe deduction of Rs. 200 if there is no conveyance
20 %o ¥F' I 30 To FWT HATREY | .:llo:]:ncc giwnfto the s:l:ri]cd pe?p:;
wﬂ.w n this respect, referring to the clause of t
A E‘t a E ! aﬂ.“ previous Act I find that therc was a pro-
e @), R AT N W ag vision for Rs. 250 per month. 1 am sure
E‘F‘T iﬂiﬂ | ¥ el fw ey, the Prime Minister does not mean o

- suggest that the expenses of maintaining
g, Faw AT AETE @ S AT a motor car has been reduced; in fact, it

T ¥ ¥ N g A F fawra has considerably gone up in respect of the

TR S T cost of the motor car, in respect of repair
Qa gl % g f5 and maintenance and also in respect of the

A armelt a9 F WA IRFWE  cost of petrol.  Similarly, with regard to
feoar scooters and motor cycles, the amounts
Y provided, namely, Rs. 50 and in all other

1% cascs 20 arc rather too inadequate. If any
xeak anfe & gueam 3x ¥ amdwr A provision is at all to be made, it should

T be somewhat generous to make it
1 T i AR W meaningful. I have, therefore, suggested
el & dfer AR e that motor-car allowance should be restored
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back to Rs. 250. Scooter and motor-cycle
allowance should be increased to Rs. 75/
and in other cases, as supgested by Mr.
K. L. Qupta, it should be Rs. 30/-,

off frawsxr wr: 2@ § Wy oY
TR § 99 § ¥ o & swe
we dR a2 e @ dew fr e
2 & A 1 AT AWE T 9w
W § ar aEfew T § o v a1 oW

F BT A T gFE E, I AT 200
To F BT & | F gHear g 5 wA A
TOAT BT 3 AT qE Ad g1 SAS
fad 100 %o 77 w7 =g 21 snfaEx
frod m fegmm # WY w@a )
# @fege awge ¥ &7 F A9 amdw
# 4T a9 AL O GFTE WEr Y, AfEA
TgH 9T THo Mo EW F aATEwE MY
# 9T S F A A g o )

ot WET A B @ g oA
HTFTT AT 50 To FT B T &,
T, 7T GG &, 60%o FT GTEMI
=lgd, Afe i gat & § o ag
TR T § AT AqUIEA ¥ AOAE
AT F AN F oAk F g AW

TEE @ FT IR AT AT ST
framr @) &7 g & fR o oW
35 %o T fagr ¥ I 35 To
< faar o @ a= & qwES fE o,
™ a9z § g T %P o A &)

# gura AT § fF 200 %o
N wg @ A 100 ¥ fewr am,

MAY 6, 1970

Finance Bill, 1970 236

50 ®o T g 9T 60" ¥ faaT MR
AT 20 &Y TG 35 T TF | T
SR Y FB AT GET qwar g |

SHRI S. S. KOTHARI : I think if the
Central Government employees and other
employces who have salaried income are
given more allowance it would be just and
fair. 1 suggest that instead of Rs. 50/
it should be Rs. 75/- for the scooter and
motor-cycle and for others instead of Rs.
20/~ it should be Rs. 30/-.

SHRI N. K. SANGHI: For thefist
time the Prime Minister has tried to give
some concession for the conveyance of the
poorest section particularly those travelling
by bus and scooter. In respect of motor-car
it has been reduced from Rs. 250/- to Rs.
200/-, Twant to submit that the savings from
the car allowance to the exchequer is Rs.
20 to Rs. 25 whereas the exchequer loses
only one or two rupees by the increase to the
poorer section. Therefore, if we want to
give advantage to the poorer section it
should be more and reasonable. 1 suggest
in respect of scooter it should be Rs. 75/-
and those travelling by public conveyance
it should be Rs. 30/-

SHRI BENI SHANKER SHARMA :
As the price of petrol has been increased by
now, the allowance for the motor-car should
be increased from Rs. 200/- to Rs. 300/-
and that in respect of scooter should be
increased from Rs. 50/- to Rs. 100/- . For
others the allowance should be Rs. 30/-
instcad of Rs. 20/-.

15 hrs.

1 would only submit that so far as motor-
car allowance is concerned, as regards busi-
nessmen, they are not very much affected
by it. It affects only the officers *class. They
will be affected because they drive their
own cars. They cannot afford to keep
drivers. An amount of 200 for petrol and
other things is not sufficient. 1 would there-
fore again submit that it should be raised to
Rs. 300 in the case of motor-cars; for scooters
it should be raised from Rs. 50 to Rs. 100.
For other vehicles, it should be raised from
Rs. 20 to Rs. 30.
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These amounts of standard deductions
are based on a broad judgment of expenses

likely to be incurred by the majority of
salaried employees. But I am willing to
accept amendment Nos. 101 and 102 of
Shri Shiva Chandra Jha and also amend-
ment No, 575 of Shri S. M. Banerjee.

MR. DEPUTY-SPEAKER : Now, I
take up the amendments.

SHRI KANWAR LAL GUPTA : I
want to withdraw my amendment.

MR. DEPUTY-SPEAKER : Has the
hon. Member the leave of the House
to withdraw his amendment ?
Amendment No. 7 was by leave withdrawn,

SHRI S.S. KOTHARI : I am withdraw-
ing my amendment also.

MR. DEPUTY-SPEAKER : Has the
hon. Member the leave of the House to
withdraw his amendment ?

Amendment No. 359 was by leave with-
drawn.

MR. DEPUTY-SPEAKER : Now, I
put amendment Nos. 54, 55 and 56 in the
name of Shri D. N. Patodia to the vote of
the House.

Amendments Nos. 54 to 56 were put
and negatived.

MR. DEPUTY-SPEAKER : I now put
amendment No. 100 in the name of Shri
Shiva Chandra Jha to vote.

Amendment No. 100 was put and
negatived.

MR. DEPUTY-SPEAKER : Now, I
put amendment Nos, 101 and 102 in the
name of Shri Shiva Chandra Jha which are
accepted by Government to the vote of the
House,

SHRIMATI INDIRA GANDHI :
Amendment No, 575 of Shri S, M, Banerjee
also,

MR, DEPUTY-SPEAKER : That is the
same as that of Shri Shiva Chandra Jha,

Now the guestion is:—
Page 10, line 14,—
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for “Rs, 50" substituge “‘Rs, 60.”
(101)

The motion was adopted.
MR. DEPUTY-SPEAKER :
Now the question is:
Page 10, line 157,—-

Jor “Rs, 20™ substitute **Rs, 35,
(102)

The motion was adopted.

MR. DEPUTY-SPEAKER : I will put
amendment No, 563 standing in the name of
Shri Beni Shanker Sharma to the vote of the
House.

Amendment No. 563 was put aud negatived.

MR. DEPUTY-SPEAKER : The
question is :

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

The motion was adopted.

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

New Clause 7A

SHRIS. S. KOTHARI : I beg to move*:
Page 10,—

after line 15— insert—

“7JA. In section 33, after sub-section(l),
the following sub-section shall bc
inserted, namely:—

(1A) Notwithstanding anything con-
tained in clause (b) of sub-section
(1) of this section, the sum refer-
red to in clause (a) of sub-scction
(1) shall be 35 per cent of the
actual cost of the machinery or
plant of the assessee where machi-
nery or plant is installed for the
purposes of business of manu.
facture or production of articlcs
or things specified in items (32)
and (33) in the list in Fifth
Schedule, where it is intalled
before the Ist day of April,
1975." (407)
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SHRID. N, PATODIA : I beg to move:*
Page 10—

after line 15, inserr—

‘JA. In sub-clausc (B) of clause (b)
of sub-section (1) of section 33 of
the Income-tax Act, for the
words ‘“‘twenty-five per cent.”
wherever they occur, the words
“thirty-five per cent.”” shall bc
substituted.”” * (496)

SHRIS. S. KOTHARI : 1 beg to move*
Page 10,—

after line 15, insert—-

[ Amend- 7A. In section 33,

ment of

section (i) aftcr sub-section (1), the follow-
33] ing  sub-section shall be

inserted, namely:—

*/(1A) Notwithstanding any-
thing contained in
clause (b) of sub-section
(1) of this scction, the
sum referred to in clause
(@) of sub-section (1)
shall be 35 per cent of
actual cost of the machi-
nery or plant of the
assessce  where machi-
nery or plant is installed
for the purpose of busi-
ness of manufacture or
production of articles or
things specified in items
(32) and (33) in the list in
Fifth Schedule, where it
is installed before the 1st
day of April, 1975”;
and

(ii) sub-scction (1A) shall be
numbered as (1B)." (573)

SHRI D.N. PATODIA: I beg to move®:
Page 10,—

after line 15, insert—

‘7JA. In clause (b), of sub-section

(1) of section 33 of the

Income-tax  Act, for the

figure “1970" wherever it

occurs, the figure 1975

sha]l be substituted.’ (679).

*Moved with the recommendation of the President.
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SHRI S, S. KOTHARI : I am glad that
the Prime Minister has shown considerable
fAexibility in accepting Mr, Jha's amend-
ments,

With regard to this particular item, it
relates to development rebate being reduced
for priority industries from 35% to 25%
from 1st April 1970, T shal] be very brief,
Sir,

May I mention that the'Indjan economy
is poised for growth and the Government
also want that investments should be stepped
up. This development rebate of 35%
ensures that investments are channelised into
the priority sectors and these priority sectors
are all important because they spearhead
further industrial growth. Sir, in the
U. K. they give investment allowances
which are also very liberal. T would submit
that in my humble opinion this is not the
right time to scale down the_ development
rcbate. You can do it 4 or 5 years when the
Fourth Plan is over because by that time
you could have achieved a self-generating
economy, It is wrong to scale down the
development rebate, The Prime Minister
is not correctly advised on that. 1 would
submit that she should again make it 357
and my amendment may be accepted, If
it is not accepted, let the Government consi-
der it at a later stage and see that proper
development rebate is given, because it is an
incentive which directly helps the growth of
industries, When an entrepreneur makes
out a project, he prepares a sort of budget
in respect of his tax bencfits and what his
liability is going to be and how much of
profits he will make and he makes &
projected balance sheet. In that budget, this
is @ very important factor, A few years
back, I myself prepared certain budget of this
nature and we found that the development
rebate played a big role in deciding how
investments should be  channelised
particularly in priority sectors. There-
fore, 1 would reinforce my plea and request
the Prime Minister to sympathetically
consider increasing the rebate of 35%.
This rebate cut is to  become effective from
April 1970, but it should be from April
1975: and the cut should be postponed as
was done year after year in the past.

SHRI D, N, PATODIA : Sir, the
question of development rebate is closely
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connected with the question as to whether
we want further growth of industries in our
country, As it is, the growth is very much
stagnated. On the one hand the Government
are giving an impression that they are
trying to do something by which this growth
can be: accelerated, and on the other
we find with effect from Ist April 1970, the
development rebate has been reduced to 25 %,
This one single action alone will be a tremen-
dous disincentive for the growth of industry,
Therefore, if we are really serious with the
development and growth of industries in
this country, we should sec that maximum
possible incentives are given. My amend-
ments seck, therefore, to restore the previous
position by which development rebate is
put at 357, and is made applicable upto
31st March 1975, 1 hope the Government
will accept it.

SHRI S. R. DAMANI : Ours is a deve-
loping country and this country needs
s0 many industries for our economic deve-
lopment. Government have wvery rightly
allowed development rebate and reduction
in taxation and my only request is this
that this should be continued for another
5 years so that the industry can be estab-
lished quicker and the country can become
self-sufficient. With this iotention I had
moved my amendment. Ido not wish
to press them.

SHRIMATI INDIRA GANDHI :
These amendments are outside the scope
of the Bill and are not consequential to
any of the existing provisions in it.
Reduction in the rate of development rebate
after 31-3-70 was provided for in the law
as early as 1965. D:velopment rebate
cannot obviously be a permanent feature
of the tax system. A beginning
has to be made sometime or the other to-
wards reducing it, but I think, it is a very
wrong attitude of mind to think that people
will not invest in priority industries because
Government is not giving incentive,
They are making lot of money in other
things and they should automatically
think of using it to the best advantage
of the country.

MR. DEPUTY-SFEAKER : I will
now put amendment Nos. 407 and 573 to
the vote of the House.
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Amendment No. 407 and 573  were
put and negatived.

MR. DEPUTY-SPEAKER : 1 will now
put amendment Nos. 496 and 679 to the
vote of the House.

Amendments Nos. 496 and 679 were
put and negatived.

MR. DEPUTY-SPEAKER : I need
not put 7-A as it is a new clause and
all the amendments for insertion of this
new Clause 7-A have been lost. We go
to Clause 8.

Clause 8—(Amendment of section
15B)

MR. DEPUTY-SPEAKER : The fo-
lowing amendments are being moved for
Clause 8. Amendment Nos, 517 and 704,

SHRI BENI SHANKER SHARMA :
I beg to move® :

Page 10, lines 17 and 18,—

Jor “and shall be deemed always to
bave been, substituted, namely”
substitute—

“Substituted with effect from the Ist
day of April, 1971, namely” (517)

SHRIN.K.P. SALVE :1 beg to move* :
Page 10, line 21,—

for “in connection therewith or”

substitute—

“except” (704)
This relates to deductions under Income-
tax Act, from 1-4-68. The clause says
‘It shall be deemed always to have been
substituted’. This is retrospective with-
drawal of a certain concession which had
been given. Sir, it is not a question whether
the concession was right or wrong. But
it is @ question of adopting a sound principle
of legislation. This concession was given
for tax purposes from 1-4-68. If it is to
be curtailed, let it be curtailed prospectively.
To do it retrospectively would not be
commensurate with good principles of
legislation., That is my submission.

SHRI BENI SHANKER SHARMA :
My amendment is the same as Mr. Salve’s.
Government is committed to the princi-
ples that no retrospective effect shall
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be given to such provisions, and I want
to remind the Prime Minister "about the
point made by the Finance Minister ear-
lier. Such a provision should be made
prospective and it should not have any
retrospective effect.

SHRI S. R. DAMANI : Our export
contracts are made for a long period,

SHRIS. R, DAMANI : As youremember
the other day, we were told that our export
of iron ore to Japan is for nine years upto
1979, In this event, if incentives are drawn
retrospectively, then it will not be desi-
rable to withdraw these incentives.

My submission is that Government
should continue the incentives and what-
ever action they want to take that should
be prospectively. This is my submission.

SHRIMATI INDIRA GANDHI
This was never the intention to include
expenditure incurred in India in connection
with export of goods or expenditure incu-
rred on freight and insurance of goods with-
in the category of expenditure for exports
market development allowance.

There is no evidence that the Indian
exporters have based their export prices
on the availability of the weighted deduction.
It is necessary to give retrospective effect
to the proposed provision. Otherwise,
this would result in an unintended ad-
vantage to the person who exports his
goods on C.LF. basis during the intervening
peried, while no such advantage will be
available to the other exporters. There-
fore, this will not be acceptable.

SHRI N.K.P.SALVE :Iwould like
to withdraw my amendment.

Amendment No. 704 was,
withdrawn.

MR. DEPUTY-SPEAKER : Now
I shall put amendment No, 517 to the
vote of the House.

Amendemt No. 517 was put and
negatived.

MR. DEPUTY-SPEAKER : Now
the qustion is :

““That Clause 8 stand part of the Bill.”

by leave,

*Moved with the recommendation of the President.
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The motion was adopted.
Clause 8 was added to the Bill.
Clawse 9—(Amendment of Section 36)
MR. DEPUTY-SPEAKER : Now we
shall take up clause 9. Are you, Shri

Shiv Chandra Jha, moving  your
amendment No. 1037

SHRI SHIVA CHANDRA JHA
Yes, Sir. 1 beg to move* :
Page 10, line 32—

for ‘“twenty-five" substitute “‘fifteen”™
(103)

MR. DEPUTY-SPEAKER : 1 shall
now put amendment No. 103 to the vote
of the House.

Amiendment No. 103 was put and
Negatived,

MR.DEPUTY-SPEAKER : The question
is @
“That clausc 9 stand part of the Bill.”

The motion war adopted.
Clause 9 was added to the Bill.

Clause 10—(Amendment of section 37)

MR. DEPUTY-SPEAKER : Now, we
shall take up clause 10.

SHRI N. DANDEKER : I beg to move* :

Pages 10 and 11—

omir lines 42 and 43 and 1 and 2 respecti-
vely. (57)

Page 11,—
omit lines 3 to 8. (58)

Page 11,—
After line 28, inserr—

“Provided further that nothing in this
sub-section shall apply in relation to any
guest house maintained by the assessee—

(a) upon land or in buildings compriscd
within his factory area or business pre-
mises; or

(b) in any place where, within a radius
of ten miles from such guest house, there
is no hotel approved by the Central
Government under sub-clause (B) of clausc
(b) of sub-section (1) of section 33 of this
Act:™ (59)

SHRI SHIVA CHANDRA JHA : I
beg to move® :
Page 11, line 33,—
for *‘one hundred" substitue—
“‘seventy-five” (104)
Page 11, lines 41 and 42,—

for ‘‘one hundred and cighty-two days”
substitute “‘ninety days"” (105)

SHRI N. K. SANGHI : 1 beg to move* :
Page 11, line 7,——
after “‘expenditure” inserr—
“in excess of Rs, 5,000 in any pre-
vious year" (415)
Page 11,—
after line 37, add—
“(c) is maintained by an assessee at
such place or places where hotel accom-
modation is not available within radjus

of five kilometres from the place or places
of his business or profession,' (416)

SHRI RAGHUVIR SINGH SHASTRI
(Baghpat) : 1 beg to move®* ;
Pages 10 and 11,—

omit lines 42 to 43 and lines 1 to 8
respectively. (518)

Page 11—
after line 28, insert—

“Provided further that nothing in
this section shall apply tc a guest house
maintained by an assessee in a tea garden,
sugar mill or within the precincts of a
factory in town the population of which
does not exceed two and a half lakhs
and where no modern facilities for 8ccom-
modation are available.” (519)

SHRI D, N, PATODIA :1 beg to move®*:
Pages 10 to 12,—

for clause 10, swbsfitute—

“10, In section 37 of the Income-tax
Act, after sub-section (3), the following

*Moved with the recommendation of the President.
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sub-section shall be inserted with effect
from the 1st day of April, 1971, namely :—

‘(4) Notwithstanding anything contained
in sub-section (1) or sub-section (3),—

(i) no ajlowance shall be made in respect
of any expenditure incurred by the assessee
on the maintenance of any resideniial
accommodation in the nature of a guest-
house (such residential accommodation
being hereafter in this sub.section referred
to as *‘guest house™);

(ii) no allowance shall be made in res-
pect of depreciation of any bujlding used
as a guest house or depreciation of any
assets in @ guest housc:

Provided that the aggregate of the cx-
penditure referred to in clause (i) and the
amount of any depreciation referred to
in clause (ii) shall for the purposes of this
sub-section, be reduced by the amount,
if any, received from persons using the guest
house :

Provided further that nothing in this
sub-section shall apply in relation to,—

(i) any guest house maintained as a
holiday home if such guest house—

(3) is maintained by an assessee who
has throughout the previous year
employed not less than one hundred
whole-time employees in a business
or profession carricd on by him;
and

(b) is intended for the exclusive use of
such employees while on leave;

(ii) any guest house maintained at the
place where the assessee is engaged in the
rajsing or processing of raw material or
the manufacture, processing or production
of any article or thing or is maintaining
any industrial establishment.” * (675)

Sir, my amendments are in respect of
entertainment expenses and cxpenses on
guest houses. Alihogh the Prime Minister
declared at the time of placing the budget
proposals on the 28th February that there
is no increase in the corporate taxation
as many of my colleagues explained, there
was in fact a change and increase in the rate
of tax by way of reducing various allowances
which were allowed to the companies earlier,
If anybody says that the company or com-
mercial concern does not have to incur
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expenditure on entertainment or does not

have to entertain the guests coming from
various parts of the country, then he or she is
completely ignorant of the real fact. The
fact is that if any business is to succeed,
if any industry is to grow, they have to
incur this expenditure which is very un.
avoidable, It also applies in the similar
manner to government departments or
various ministries of the Government, 1
do not understand why such an ajlowance
should not be given to the companies.

My amendments are therefore to sce
that with regard to entertainment expenses
the previous position should be restored
back, With regard 10 the guest houses
wherever and whenever a guest house
is built, within the factory premises or
business premises or when from the guest
house there is no hotel within a radius
of 10 miles, in such cases, the expenses
should be permitted,

While replying, the Prime Minister said
that they are making a lot of money and
50 they should be able to spend, It was a
very confusing statement by the Prime
Minister that the corporate sector was
making lot of money, After all, every
thing gets reflected in the balance-sheet,

. Where is the surplus left with the corporate

secior after such heavy taxation, to
plough back for further investment
and for the growth of the industry?
So, it was a very misleading statement by
the Prime Minister that the corporate sector
was making a lot of money. I find that
in the corporate sector there is not enough
saying, and there is not enough left over
after payment of tax to be ploughed back,
That explains why industrial growth has
been so much stagnant. That explains
why new licence applications are not coming
forward to Government. Thercfore, they
should think twice about this matter,

SHRI N, K. SOMANI (Nagaur) :
I think Government are allergic to certain
terms, and this time they have picked up
entertainment and  guest-houses, I do not
know the revenue involved, but 1
think the amounts involved are not very
large, by any calculation, But the whole
question is one of fundamental considera.
tions for the running of the business, I
think it is extremely inequitable to prohibit
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the expenditure on a particular legitimate
activity, I can cite severa] examples.
I am sure the Prime Minister is aware of
them. There are marketing companies;
there are advertising agencies; therc arc
film production companies,

SHRIPILOO MODY : Architects also.

SHRI N, K. SOMANT : Yecs, there are
architects also, They have to entertain
their clients in a legitimate manner, If
you dre entertaining your foreign guesis
in foreign countries, the principle is the
same if you are entertaining your Indian
clients here in India, T cannot understand
why and on what basis this restriction has
been imposed. Tomorrow, the Govern-
ment may come forward any say that
they would not allow any air-conditioning
or furniture or painting charges in the
office. This is just something as arbitrary
as all that, Of course. one does recognise
that there is a nced to put a certain limit
but it should be in reasonabje proportions,
But we find that when a company reaches
a gross profit of Rs. 1 crore 70 lakhs, the
maximum thay was allowed was only a
paltry Rs, 30,000 a year, Therefore,
cither Government should say that entertain-
ment is completely an unconstitutional or
an un.called for activity or not necessary
at all, or certainly they should continuc
thesc small and Jegitimate allowances
allowed so far,

SHRI PILOO MODY
cxpense.

: It is a Jegitimate

SHRI N. K. SOMANI : The second
obnoxious part is in respect of guest-
houses, Therc again, if certain people
or ceriajn business-houses have misused
their guest-house facilitics, it does not
stand to reason that the entire corporatc
sector should have those facilities denied,
After 2ll, nobody wishes to come to New
Delhi for fun, I think Government's aim is
to demolish these guest-houses in New
Delhi. But T make bold to say that there
are more guest-houses here in Delhi
belonging to the State Governments and
public sector corporations and such other
projects than therc are belonging to the
private sector, Nobody wishes to waste
a]l his time here in the corridors of New
Delhi by trying to wait and entertain and
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by having a smajl office and thereby incurr-
ing infructuous expenditure, unjess it is
absojutely necessary. Therefore, to say that
there will be no guest-house expenditure
allowed, I think, is taking the matters too
far, Again, I would like to reiterate my
plea that because of the misuse of certain
facilities and certain allowances by ceriain
people, this tendency or the part of Govern-
meni is absolutely uncalled for, and, 1
would, therefore, like that these two amend-
ments should be certainly accepted,

oy e @ oen: e WERT,
77 e grew famew @ Reoeedf
F g &1 T HT BT T A e
HTRIT W 9 AEAT  HIT AG, g
ar 9veT ag AN 1 g aWi wraw
IH a1 g FTH §r w0 IWaOT
zafm e gew & gz g A
aifgd | fadaw & Fg omaw g

“js maintajned by an assessee who has
throughout the previous year employed
not less than onc hundred whole-time em-
ployees,”

100 @ agd & v fwm & "
75 ANT &1 98 Wt FTEF F AR ST F
e gee ¥ an adt e wfge)
d IF F AR W g
7R W 1w,

*‘residential accommodation in the nature
of a guest-house shall include accommoda-
tion hired or reserved by the assessee in
a hotel for a period not exceeding one
hundred and cighty-two days during the
previous year,"

77 180 fe af ags wawmr §
™ & T 90 faw g wifegd, g
Ced 1 S

SHRI HIMATSINGKA : 1 am surprised
to sce the amendment in sub-cl. (2B) taking
away the allowance in respect of cxpenduure
in the nature of enter
incurred after 28th February 19’70 Tbg
present sec. 37 limits such expenditure
to a pajtry sum of Rs. 5,000 if the profits
amount to Rs, 10 lakhs and another Rs.
10,000 if another Rs. 40 lakhs of profit
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are made, That is to say, if a company
makes a profit of Rs, 50 lakhs, it is entitled
to an allowance of Rs. 15,000, If there is
no profit, it is not entitled to any entertain-
ment expenditure to be incurred,

SHRI PILOO MODY : What has it
got to do with profit? It arises out of the
compulsions of business.

SHRI HIMATSINGKA : It is provided
in the Act itself. Taking away a small
amount that would be spent by a company
for entertaining guests or clients for business
purposes is very unfair, Therefore, this
amendment should not be there and the
entertainment that is legitimately allowed
under the present sec, 37 should be allowed
to continue,

SHRI N, K. SANGHI : While replying
to the debate yesterday, the Prime Minister
said that she does not want to be a kill-joy,
one can certain]y spent by way of entertain-
ment expenditure, but it will be taxed,

My submission is that certain people
who can be taxed still have a lot of ex-
penditure on entertainment, but what
about the small businessman, the small
shopkeeper who has very little income.
If they are taxed for this purpose, that
would really be hard on them. So I have
suggested in my amendmecnt that an cx-
penditure upto Rs, 5,000 be allowed by
Government while computing the profit.
If this is done, I think it will be very satis-
factory,

If we look into the historical background,
in 1955, it was Rs, 1 lakh on a profit of
Rs. 1.70 crores; it was reduced to Rs.
60,000 and later to Rs, 30,000, Now it
has been completely denied to the small
shopkeeper and the small businessman,
The small man has also to incur entertain-
ment expenditure. So this should be allow-
cd as suggested in my amendment,

My second amendment is about a guest
house maintained by an assessee at such
place or place where hotel accommodation
is not available, which place is far from
cities and' towns and where there is no
other place for people to be put up ex-
cept in guest houses maintained for this
purpose. In such places guest houses
should be allowed to be maintained,
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SHRI BENI SHANKER SHARMA :
As regards my amendment No, 519, I
beg to submit that if you allow Hindustan
Copper Ltd. to have a guest house
in Khetri, why can you not aHow
the Indian Copper one at Ghatsila, When
you allow Bhilai, Rourkela and Durgapur
to have guest houses, why should it be
denied to TISCO and TISCO. We have
to be practical in these matters and not
discriminate,

Sir, where there are other gucst houses
or hotels available, one could understand
the restriction. 1n sugar mills and in tea
gardens or in other factorics situated
at places away from towns, how and
where one’s guest is 1o live. Where is
one to accommodate one's guests? So
guest houses should be allowed to be main-
tained in at least, such places,

As regards entertainment cxpenditure,
1 think Government arc ajlergic toit, If it
is called as ‘athidhi sarkar® 1 do not think
it will be obnoxious to Government, To
offer tea, pan etc. to a guest visiting one’s
place is in keeping with Indian tradi-
tion, If onc has to incur some expenditure,
for such purpose, why shuld it not be
allowed? Why should businessmen be
prevented from incurring some expenditure
in entertaining  their  customers? The
allowances were very meticulously calculated
under the present provision of sec. 37 and
there is no reason why this should be chang-
ed now.

Of course, you can make some amend-
ments here and there, but is should not
be totally done away with,

SHRI N. K, SOMANI : I would like
to ask what the Government would do
in places where there is no hotel or other
accommodation available, Should a fac-
tory be allowed to maintain a guest house
or not?

SHRIMATI INDIRA GANDHI : As
1 said yesterday, even the aflyent countries
are now having second thoughts about
expense accounts and so on, As far as
the Government guest houses are concerned,
we have been trying to give another look
to it and reduce them to the extent possible,
Most of these amendments run counter
to the very objective under lying the pro-
visions of the Bill, which is to curb lavish
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egpenditure on entertainment, and hence
the amendments are not acceptable,

There is another amendment which de-
tracts from the effectiveness of the pro-
vision and would Jead to the continuance
of the abuses. (Interruptions)

There is no bar on expenditure, but the
only question is whether it is tax-deductible
or not,

Shri Jha wanted the period of 182 days
specified in the Bill to be reduced to 90
days, I do not think that this is necessary,
However, we shall see how it works.

MR. DEPUTY-SPEAKER : 1 put the
amendments to the House,

Amendments Nos. 57 to 59, 104, 105,
415, 416, 518, 519 and 675 were put and
negatived.

MR. DEPUTY-SPEAKER : The ques-
tion is :

“That Clause 10 stand part of the Bill.”

The Motion was Adopted.
Clause 10 was added ot the Bill,

SHRI NATH PAI (Rajapur) : What
happened to the amendment of Shri Sanghi ?
We thought it was an eminently useful
amendment,

MR, DEPUTY-SPEAKER : I had put
a]] the amendments to the House,

SHRI NATH PAI : If he was not serious,
why did he speak about it ?

MR. DEPUTY-SPEAKER : Before we
take up Clause 11, I would like to remind
the House that according to the decision
taken on the 13th March, the House had
agreed to complete all stages of this Bill
by 6.30 P, M. today, out of which two

hours have been ajlotted for the third reading.

So, we should complete the second reading
by 4.30.

SHRI NATH PAI : After due delibera-
tions only. No such mechanical schedule,

MR. DEPUTY-SPEAKER : Therefore,
1 would request the Members to kindly
press only those amendments which they
consider vital,
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Clause 11—(4mendment of section 47).

SHRIN, DANDEKER : 1begtomove®* :
Page 12, for 7 and 8, substitute—

““(viii) any transfer of agricultural land
in India, if the agreement for such transfer
was entered into before the 1st day of
March, 1970,

Explanation :—For purposes of
this clause the expression ‘agricultural
land in India’ shall have the meaning
assigned to it in sub-clause (iii) of clause
(14) in section 2 of this Act prior to its
amendment by clause (a) of section 3 of
the Finance Act, 1970"" (60)

SHRI LOBO PRABHU : I beg to move*
Page 12, lines 7 and 8,—

omit ‘“‘cffected before the Ist day of
March, 1970 (316)

SHRIMATI INDIRA GANDHI :1
beg to move* :

Page 12, for lines 5 to 8, substitute-—

Amendment of Chapter
to capital gains,

1V-E relating

11, Tn Chapter IV-E of the Income-tax
Act,—-

(a) in section 45, for the words and
figures ‘‘scctions 53 and 54" , the
words, figures and letter ‘‘sections
53, 54 and S4B" shall be substituted ;

(b) in section 47, after clause (vii),
the following clause shall be inserted,
namely :(—

““(viii) any transfer of agriculutral
land in India effected before
the 1st day of March, 1970.”

(c) after section 54A, the following
section shall be inserted, namely :—

Capital gain on transfer of land used for
agricultural purposes not to be charged
in certain cases.

“54B. Where the capital gain arises
from the transfer of a capital asset being
land which, in the two years immediately

*Moved with the recommendation of the President.
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preceding the date on which the transfer
took place, was being used by the assessee
or a parent of his for agricultural purposes,
and the assessee has, within a period of two
years after that date, purchased any other
land for being used for agricultural purposes,
then, instead of the capital gain being charg-
ed 10 income tax as income of the previous
year in which the transfer took place, it
shall be dealt with in accordance with the
following provisions of this scction, that
is 10 say,—

(i) if the amount of the capital gain
is greater than the cost of the land
50 purchased (hereinafter referred
to as the new asset), the difference
between the amount of the capital
gain and the cost of the new asscl
shall be charged under section 45
as the income of the previous year;
and for the purpose of computing
in respect of the new assetl  any
capital gain arising from its transfer
within a period of three ycars of
its purchase. the cost shall be nil;
or

(ii) if the amount of the capital gain is
equal to or less than the cost of the
new assel, the capital gain shall
not be charged under scction 45;
and for the purpose of computing in
respect of the new assest any capital
gain arising from its transfer within
a period of three years of its purchase,
the cost shall be reduced by the
amount of the capital gain.”  (649)

SHRI D. N, PATODIA : My amend-
ment is of a clarificatory nature. The Bill
provides that only that agricultural land
will be exempt in respect of which transfer
has been effected before 1st March, 1970,
1 am sure that the spirit behind this pro-
vision was that in respect of all genuine
transfers the exemption will apply. My
amendment, therefore, secks that, whether
the transfer has in fact been effected or not,
once there was an agreement for transfer
before 1st March, 1970, such agreement
should tantamount to transfer and in res-
pect of such agreement also it should not
be made applicable.

SHRI LOBO PRABHU : When agri-

cultural land was considered under clause
2 the Prime Minister explained that the
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definition would not hit anyone because
it would be effective only after the value
of Rs. 1,50,000. The position here is in
respect of capital gains where the exemp-
tion is only Rs. 5,000. Thercfore, it means
that this tax will hit everybody, rich and
poor. Considering the socialist professions
of the Government, 1 should like the Prime
Minister and Finance Minister to consider
carcfully, it will not hit a poor man who
has a land valued at Rs. 5,000 which he
is compelled to sell. That is my first
objection; this is a general onc.

The next onc is also a general one, 1f you
put this capital gains lax on agricultural
land it will have two consequences.  The
first will be that much of this agriculiural
land will be frozen; it will not be available
for house construction. A person will
say : why should I scll this land at the 1954
evaluation and lose 60 per cent of this 1o
the Government: he would rather kecp
it hoping that some Government will come
to power, like the Swatantra, which will
be more reasonable and  enable him 1o
sell it at a proper price. You will be
deprived of this land for residential pur-
poses as long as this continucs,

The second consequence will be that the
existing practice of sclling land  under
the table by under-stating its value  will
be accentuated. Today it is done for
cvading stamp duty, a small tax and afier
this Act it will be done for cvanding bigeer
taxes, There will becomplete devaluation
of land values and thuse sales that tahe
place will be under the able.

Thirdly, what is the capital gains a1l .
you get? 1 do not know; 1 am :ubjc.
to correction; I fail to find any figurc bui
I think it is a small amount. For that
small amount you should not go on placing
these new restrictions on the conversion
of agricultural lands in towns into residential
lands.

Lastly, this is a point on which 1 am
not so sure. 1 consulied the Secretariat
on whether this word ‘agricullural land’
applies to all land or only to land as defined
in cluase 2. As il stands, it seems to apply
to all lands and not to land as defined in
clause 2, in which case, if some court holds
that view and our Government follows
that, no man in jhe country will be able
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to sell agricultural land worth more than
Rs. 5,000 without having to pay tax; it
will be a drastic and very disastrous thing
for any Government which claims to be
socialist. The Prime Minister has been
gracious and most reasonable which, 1
think, is the argument to have a lady as
the Finance Minister and 1 do hope that
the various arguments which T have given
will appeal to her rcason and make her
turn her grace upon the poor people of this
country who have a little agricultural land
still left with them.

SHRIMATI INDIRA GANDHI : May
1 thank the hon. Member for all his
compliments? He is trying to cajole me
into accepting his amendments. As the
hon. Member knows upto Rs. 5,000 there
is complete exemption and above Rs. 5,000
it is at 55 per cent added to the income.
My amendment sccks to provide for the
exemption of capital gain arising from the
transfer of any land situated in municipal
or other urban arcas which was being used
by the tax payer or his parents for agricul-
tural purposes during the two years imme-
diately preceding the date of its transfer
provided that the tax-payer acquires within
a period of two years after that date any
other land for being used for agricultural
purposes. This should help at least to
some extent.

The other amendments are not accepted
by me.

MR. DEPUTY-SPEAKER : [ shall now
put amendment Nos. 60 and 316 to the
volc.

Amendments Nos. 60 & 316 were
put and Negatived
MR. DEPUTY-SPEAKER: The question
is :

Page 12, for lincs 5 to 8, substitute—

11. In Chapter 1V-E of the Income-tax
Act,—

Amendment of Chapter 1V—relating to
capital gains,

(a) in section 45, for the words and
figures “‘section 53 and 54" for words,
figures and letter “'sections 53, 54 and 34B"
shall be substituted;

(b) in section 47, after clause (vii) the
following cluase shall be inserted, namely :

*“(viii} any transfer of agricultural
land in India affected before
the Ist day of March, 1970.";

(c) after section 54A, the following sec-
tion shall be inserted, namely :—

“54B. Where the capital gain arises from
the transfer of a capital asset being land
which, in the two years immediately pre-
ceding the date on which the transfer took
place, was being used by the assessee or
a parent of his for agricultural purposes,
and the assessee has, within a period of
two years afler that date, purchased any
other land for being uscd of the capital
gain being charged (o income-tax as income
of the previous year in which the transfer
took place, it shall be dealt with in accord-
ance with the following provisions of this
section, that is 1o say,—

(i) if the amount of the capital gain
is greater than the cost of the land
so purchased (hercinafter referred
10 as the new asset), the difference
belween the amount of the capital
gain and the cost of the new asset
shall be charged under section 45
as the income of the previous year;
and for the purpose of computing
in respect of the new asset any
capital gain arising from its transfer
within a period of three years of
its purchase, the cost shall be
nil; or

(ii) if the amount of the capital gain
is equal to or less than the cost of
the new asset, the capital gain shall
not be charged under section 45,
and for the purpose of computing
in respect of the new asczt any capital
gain arising from its transfer within
a period of three years of its purchase,
the cost shall be reduced by the
amount of the capital gain.” (649)

The Motion was adopted.
MR. DEPUTY-SPEAKER : The quest-
ion is :
*“That clause 11, as amended, stand part
of the Bill.”

The Motion was adopted.

Clause 11, as amended, was
odded to the Bill.
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Clause 12—(Amendment of Section
80C.)

SHRI SHIVA CHANDRA JHA
move® :

01

Page 13, line 4, for “thirty”, substitnte
“twenty”  (106)

Page 13, line 6, for “fifteen™ substitute
“ten” (107)

MR. DEPUTY-SPEAKER
put them to the vole now?

SHRI SHIVA CHANDRA JHA @ Yes.

: Shall 1

Amendments Nos. 106 and 107 were

pur and Negatived.

MR. DEPUTY-SPEAKER : The ques-
tion is :

“That clause 12 stand part of the Bill.”

The Motion was Adopled.
Clause 12 was added 10 the Bill.

Clause 13— (Amendment of section 80G.)
SHRI1 S. S, KOTHARI : I move* :
Page 13,—

Sfor clause 13, substitute—
*“13. In section BOG of the Income-tax
Act,—

(a) in clause (i) of sub-section (5), afler
the words, brackets and figures “Clause
(22)," the words, brackets, figures and
letter “‘or clause (22A)" shall be insert-
ed;

(b) for Explanation 2, the following
Explanation shall be substituted with effect
from 1st day of April, 1971, namely :—

“Explanation 2.—For the removal of
doubts, it is hereby declared--
(i) That a deduction 1o which the

assessee is entitled 1o in respect of
any donation made to institution
or fund to which sub-section (5)
applies shall not be affected merely
by reason of the fact that subse-
quent to the donation, the income
of the institution or fund or any
part thereof has become chargeabie
to tax due to non-compliance with
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any of the provisions of section

11;
(ii) that in the case of an assessee other
than a person referred to in sub-section
(3) of section 13, a  deduction
to which the assessee is entitled in
respect of any donation made to
an institution or fund to which
section (5), applies shall not be
affected mercly by reason of the
fact that subsequent to the donation,
the income of the institution or fund
or any part thercol has become
chargeable 10 tax due to the appli-
cation of clause (c) of sub-section
(1). and sub-section (2), of section

1377 (363)
I have compared amendment 363 with
the Gavernment amendment  No.
650, and with some juxtapo-

sition of words, they are exactly the same.
Therefore, 1 thank the Prime Minister for
accepting this amendment. The amend-
ment provides that if @ person makes a
donation 1o a trusi—

MR. DEPUTY-SPEAKLR : L'vervbody
knows it.

SHRI 5. 5. KOTHARI : Let me make
it clear, Sir,—and due to noncompliance
of section 11, if part of the income of the
charitable trust becomes taxable, even then
the donors would not be penalised and what
they had donated to the trust shall be allow-
ed as a deduction from income under the
law in the prescribed manner. This is
very good amendment, which has been

accepted. 1 thank her for accepiing the
amendment.
MR. DEPUTY-SPEAKER : Do you

withdraw your amendment?

SHRI §. S. KOTHARI : I withdraw my
amendment.

Amendment 363 was, by Leave,
withdrawn.

Amendment made** :

Page 13, for lines 7 1o 10, substiture—
Amendment of section 80G.

*Moved with the recommendation of the President.
*+Amendment made with the recommendation of the President.
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‘13. In section 80G of the Income-tax
Act,—

(a) in clause (i) of sub-section (%), after
the word, brackets and figures “clause (22)",
the words, brackets, figures and letter
“or clause (22A)" shall be inserted;

(b) for Explanation 2, the following
Explanation shall be substituted with effect
from the Ist day of April, 1971, namely :(—

“Explanation 2.—For the removal of
doubts, it is hereby declared that a deduction
to which the assessee is entitled in respect
of any donation made to a institution or
fund to which sub-section (5) applies
shall be denied merely on either or both
of the following grounds, namely :—

(i) that, subsequent to the donation,
any part of the income of the insti-
tution or fund has become charge-
able 1o tax due to non-compliance
with any of the provision of section
13

(ii) that, under caluse (¢) of sub-section
(1), of section 13, the exemption
under section 11 is denied to the
institution or fund in relation 1o
any income arising to it from any
investment referred 1o in  clause
(hy of sub-section (2) of section
13 where the aggregate of the funds
invested by it in a concern referred
to in the said clause (h) does not
cxceed five per cent. of the capital
of that concern.”  (650)

(Shrimati Indira Gandhi)

MR. DEPUTY-SPEAKER : The gues-
tions i :

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

The motion was adopted.

Clause 13, as amended, was added 1o
the Bill.

Clause 14—{(Substitution of new section
for section BOL.)

SHRI D. N. PATODIA : I move* :

Page 13, after line 27, insert

“(iva) interest on debentures of any
domestic company;”  (62)

SHRI SHIVA CHANDRA JHA : I

move* :

Page 14, line 4, for “three thousand™
substiture “five hundred™

Page 14, line 6 for “three thousand"
substitute *“‘five hundred™ (109)

SHRI LOBO PRABHU : 1 move* :
Page 13, line 27, add at the end—

“and income from invesiments like
building construction, industrial and
agricultural development™ (317)

Page 14, line 6. add at the end—

“or the excess of the total of Income
and wealth taxes over total of income
whichever is higher” (318)

SHRIMATI INDIRA GANDHI : I

move® @

Page 13, line 29, omir “or”. (651)

Page 13, for line 35, substiture *'develop-
ment bank); or” (652)

Page 13, afier line 35, Insert—

*“(vii) interest on deposits with a financial
corporation which is engaged in providing
long-term finance for industrial development
in India and which is approved by the
Central Government for the purposes of
clause (viii) of sub-section (1) of section
36,". (653)

SHRI D. N. PATODIA : Sir, here again,
my amendments are of & very simple nature,
trying to extend the scope of the provisions
of the Bill. Instead of “Indian company"
I want to substitute it by saying “domestic
company"”, because a domestic company
will also include Indian company.

The next important amendment is that
( interest on deposits and dividends
carned from Indian companics have been
luded, it appears the Prime Minister has

Page 13, line 27, for “Indi pany”
.  Domestic G v (69)

forgotten to include interest on debentures.

*Moved with the recommendation of the President.
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As share holding is important, so debentures
are also important, and so are the deposits.
Therefore, my second amendment on in-
terest earned on debentures of any domestic
company should also be included in the
cluase.
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SHRI LOBO PRABHU : My amendment
is fundamental and not simple like Mr.
Patodia’s. The country’s economy consists
of more than companics, corporations and
Government. It consists of private insti-
tutions, privale property in land, in agri-
culture and in industry. If encouragement
is to bc given only to companics and to
Government as investor, 1 think firstly
it is not fair to other investors. 1 would
go a step further and say that it will draw
away investments from other desirable
directions. 1 refer in my amendment to
three different investments which have the
same, if not greater claim, on Governnrent
than companies, corporations and Govern-
ment. The first is housing. If after this
date anyonc invests in housing. he should
be entitled to the same exemption.
Secondly, agricultural development. Some-
one invests in a tractor, thereby adding to
the income of the owner and to the produc-
tion of the country. Why do you make
a distinction between one who invests in
a tractor and another who is producing
toothpaste? A person invesling in tooth-
paste geis the excmption whereas a person
investing in a tractor does not get it.
There is some kind of oversight here.
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would like the Prime Minister to agree
to this amendment that it should include
house construction, and industrial and
agricultural improvements by individuals
that is my first amendment,

My second amendment is also a very
fundamental one, which rclates to the limit
vyou have fixed for these exemptions—Rs.
3,000. T wish to connect this with the
bigger problem of the tax which you impose
when the totality of the tax exceeds the
income. That is, it is above 100 per cent.
You must be aware that when the wealth
is Rs. 15 lakhs, the tax rises to 143 per
cent. When the property is Rs. 20 lakhs,
it riscs to 194 per cent. Fortunately, the
Law Minister is here.  He can easily apply
his mind to the simple fact that when you
impose a tax of 143 and 194 per cent, you
arc going beyond tax. You are imposing
a levy. You are taking away the corpus,
the property, which immediately attracts
article 19. When you do that, whether
vou <all it tux or not, the court is bound
to hold that you are expropriating property
in the name of tax and it will be struck
down. When I mentioned this to the
Minister of State, Mr. Scthi, he thought
this has not been challenged so far  where
the totality of taxes exceeds 100 per ceni.
AllT can say is, the people have been lenient
to Government or they have not used their
own thinking processes properly. It satnds
to reason that when you tax more than 100
per cent of the income, you are expropriat-
ing property and therefore you are going
against the right to property, which is en-
shrined in the constitution. It is not 2
matter for smiling. It is a very serious
matter that you should disregard the right
to property. | do address the Prime
Minister kindly to consider these two very
fundamental amendments. | am trying
to clarify it for your own sake. Don't
make the mistake of flouting the Constitu-
tion through this provision.

SHRIMATI INDIRA GANDHI : Shri
Patodia's amendment would make
the provision too wide and would be opposed
intention of encouraging investment only
in a limited category of financial institutions,
as proposed in the Bill. We do allow rural
debentures. So, that amendment is not

acceptable.
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So far as Shri Lobo Prabhu’s amendments
are concerned, Amendment No. 617 would,
amongst other tHings, exempt income
from house property up to Rs. 3,000 in
all  cases. This again is not the in-
tention underlining the provision. The
amendment is not acceptable.

The other proposal of placing a ceiling
over the combined incidence of income-tax
and wealth tax would be opposed to our
opjective of reducing the concentration of
income and wealth. Shri Lobo Prabhu
has put forward his view point. This matter
has been discussed here on other occasions
also. There is a fundamental difference
in our thinking on these matters. Because,
we feel it is essential in the interest of all.
It is not a measure against some people
who have wealth because in the longer
run it is in their interest there should be
an egalilarian society which would lead
to greater stability all round.

SHR1 PILOO MODY : Why don't
you do it within the law and Constitution?

SHRIMATI INDIRA GANDHI: It
is perfectly within the law.  What is more,
the provision in clause 14 is not the proper
place to achieve the purpose which Shri
Lobo Prabhu has in mind. Therefore,
these amendments are not acceptable,

MR. DEPUTY-SPEAKER : 1 shall
now put amendment Nos. 61, 62, (0%,
102 317 and 318 to the vote of the House,

Amendmemts Nos, 61, 62, 108, 109,
317 and 318 were pur and negatived,

MR. DEPUTY-SPEAKER : The ques-
tion is :
Page 13, line 29, omir “or”, (651)
Page 13, for line 35, substitute  “develop-
ment bank); or' (652)
Page 13, after linc 35, insert —

“(vii) interest on deposits with a finan-
cial corporation which is engaged in
providing longterm finance for industrial
development in India and which is ap-
proved by the Central Government for
the purposes of clause (viii) of sub-sec-
tion (1) of section 36, (653)

The motion was adopred.

MR. DEPUTY-SPEAKER : The ques-
tionis t

“That clause 14, as amended, stand
part of the Bill"
The motion was adopted.

Clause 14, as amended, was
added 1o the Bill.

Clause 15.—(Amendment of section 80M)
Amendment made*

Page 14, line 26, for “and (vi)" subsrirute
“(viy and (vii)".  (654)

(Shrimati Indirn  Gindhi)
MR. DEPUTY-SPEAKER : The ques-
tionis :

“That clause 15, as amended, stand prat
of the Bill”

The motion was adopred.

Clause 15, as amended, was added 1o the

Bill.
Clause 16.—(Amendment of section 80
MM)
SHRIMAT!I INDIRA GANDHI : I

beg to move*

Page 14, far lines 27 1o 32, substitute —
Amendment of Scection ROMM

16. In section 8OMM of the Income-tax
Act. in sub-scction (1) for the portion
beginning with the words “under an agree-
ment'” and ending with the words “total
income of the assessee”, the following shall
be substituted, namely :— (655)

SHRI D. N. PATODIA : 1 beg to
move* :

Page 14, line 30—

after “thereof™ inserr—

‘the words “being an Indian Company™
shall be omitted and’ (497)

SHRI SHIVA CHANDRA JHA : 1|
beg to move*

*Amendment made/moved with the recommendation of the President,
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Page 14, line 36,—

Sor “forty” substitute “‘twenty" (110)
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SHRI D. N. PATODIA :1 propose
to speak on amendment No. 497 on clause
16. But since my amendment No. 498
to clause 16A relates to the same matter,
1 will speak on both now instead of speaking
again, With regard to royalty for the
technical fees earned by Indian companies
from obroad we have made certain
concessions applicable to them. It has
now been discovered that these concessions
are not applicable to individuals, to the
scientists, technicians and  financial
experts. Now, for the first time,
you will be interested to know, there are
certain consultancy firms in India which
bave foreign clients and there are certain
individuals here who are getting fees and
royalty from foreign firms It is wvery
unjustifiable that whereas a company is
allowed exemption provided it earns fees
and royalty from other countries, an
individual or @ firmis not permitted to
avail of it.

Both these amendments seek

to cover individuals and firms, scientists

. and technicians so that if they have earnings

they are also exempt in the same manner

as the companies are. 1 hope government
will definitely accept it.

SHRIMATI INDIRA GANDHI : The
reduction which the hon. Member envisages
would frustrate the object underlining the
relevant provision, that is, to encourage

Indian companies to develop technical
know-how or to acquire these from abroad
and make it available to Indian concerns.
Therefore, his amendment is not accept-

able.

SHRI D. N. PATODIA : How does
it affect if it is extended to individuals
and firms?

SHRIMATI INDIRA GANDHI : 1
am replying to the amendment of Shri
Jha at the moment.
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SHRID. N. PATODIA : Tam SOITY.

SHRI PILOO MODY : The same will
apply to him a little later,

SHRIMATI INDIRA GANDHI : That
concession is available to Indian com-
panies becuase the Indian companies are
subject to the discipline of Company law
and their accounts are audited by qualified
chartered accountants. Other forms of
business organisations are not subject to
such discipline. A corporate form of
enterprise is a better form because it will
have the necessary managerial skill, conti-
nuity of operation and it can also command
finance, which research and development
require. The number of companies in
our country is 27,000 which is extremely
low and it should be one of the aims of
the tax policy to encourage the corporate
sector. Thercfore, Sir, the amendment
is not accepted.

MR. DEPUTY-SPEAKER : Now, I put
amendment Nos, 110 & 4497 in the name
of Shri Shiva Chandra Jha to vote.

Amendments Nos, 110 and 497 were
put and negatived.

MR. DEPUTY-SPEAKER : 1 now
put amendment No, 655 in the name
of Shrimati Indira Gandhi to vote. The
question is 1

Page 14, for lines 27 to 32, substitute—

‘Amendment of Section S80MM
16. In section BOMM of the Income-
tax Act,in sub-section (1) for the portion
beginning with the words *‘under an
agrecment” and ending with the
words “total income of the assessee™,
the following shall be substituted,
namely :—" (655)

The motion was adopted.

MR. DEPUTY-SPEAKER : The ques-
tionis:

“That Clause 16, as amended, stand part
of the Bill”

The motion was adapred.

Clause 16, as amended, was added to
the Bill
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New clause 16 A

SHRID. N. PATODIA : I beg to move® :

Page 14,—
after line 40, Insert—

*16A. In section 80-O of the Income-
tax Act,—
(i) the words “being an Indian company™
shall be omitted;

(ii) for the words “industrial, commercial
or scientific”, the words “industrial,
commercial, financial, professional or
scientific™ shall be substituted;

(iii) for the words “technical services™
the words “technical or professional
services” shall be substituted.” (498)

Mr. DEPUTY-SPEAKER : T now put
amendment No. 498 in the name of Shri
D. N. Patodia which seeks to insert new
clause 16A to the vote of the House.

Amendment No. 498 was pur  and

negatived,
Clauses 17 to 20

MR. DEPUTY-SPEAKER : There are
no amendments to clauses 17 to 20, The
question is :

“That clauses 17 to 20 stand part of the
Bill.”

The Motion was adopted.

Clauses 17 to 20 were added to the
Bill,

Clause 21.—(Substitution of new section
for sectian 164,

SHRID. N.PATODIA : T begto move®* :
Page 16,—
after line 22, insert—

“(iia) the relevant income or part of
relevant income is received under a
trust created by a pon-testamentary
instrument and the income-tax
officer is satisfied, having regard
to " all circumstances existing at the
relevant time, that the trust was
created bona fide exclusively for the
benefit of the employees of the
settlor” (63)

SHRI SHIVA CHANDRA JHA : 1 beg
to move® :

Page 16, line 16,—
Sor “sixty-five" substitute “ninety™ (111)

Page 17, lines 21 and 22,—
Sor “sixty-five™ substitue “ninety” (112)

SHRI LOBO PRABHU : I beg to move®*:
Page 16—
after line 32, insert

*(iv) the relevant income receivable ex-
clusively for the benefit of emplo-
vees of the settlor,” (319)

SHRI S. S. KOTHARI: | beg to move* :
Page 16,—

after line 32, insert—

“(i¥) the relevant income or part of
relevant income is receivable under
an irrevocable trust created bona
fide and exclusively for the benefit
of the employees of the setiler,”
(364)

SHRIMATI INDIRA GANDHI : 1 beg

o move* :

Page 16, forlines 31 and 32, substitite—

“or members were mainly dependent on

the settlor for their support and mainten-

ance; or

(iv) the relevant income is reccivable
by the trustees on behelf of a
provident fund, superannuation
fund, gratuity fund, pension fund
or any other fund created bona
fide by a person carrying ona
busi or professi exclusively
for the benefit of persons employ-
ed in such business or profes-
sion,"., (656)

SHRI D. N. PATODIA : According to
the provisions of the Bill there do arise
certain situations where Trusts would be
subject to payment of 65%; tax. My amend-
ment is that such a provision with whatever
intention it might have been introduced
should not be made applicable to such
genuine trusts which are formed out of the
recognised provident fund amount for the
benefit of employces and workers. The
provisions with regard to payment tax

*Moved with the recommendation of the President.
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should not be applicd since it is meant for
the welfare of the working people. 1 hope
on this occasion the Prime Minister will  sce
to more it that the amendment is accepled,

SHRI LOBO PRABHU :
with Mr. D, N. Patodia.

SHRI S. S. KOTHARI: Sir, in respect of
my amendment No. 364 the Prime Minister
has substantially accepted it vide her
amendment No. 656. Therefore, 1 again
thank her,

I fully agree

st fre wex w1 FoOr 21 F @t
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SHRIMATI INDIRA GANDHI : M,
Kothari has alrcady mentioned that my
amendment covers their amendments except
that of Shri Shiva Chanda Jha. He wants
Lo increase the rate of tax on the income of
trusts from 65 per cent to 90 per cent.  That
will not be justificd. Therefore, his amend-
ment is not accepted.

SHRI D. N. PATODIA : In view of the
Government amendment, | scek the leave
of the House to withdraw my amendment.

MR. DEPUTY-SPEAKER : Has he
the leave of the House to withdraw his
amendment ?

Amendment No. 63 was by leave withdrawn ,

SHRI LOBO PRABHU : 1 agree with
my hon. friend Shri D. N. Patodia. 1
also withdraw my amendment.

MR. DEPUTY-SPEAKER : Has he the
leave to withdraw his amendment ?

Amendment No. 319 wax, by leave, with-
drawn,
MR. DEPUTY-SPEAKER : Now | put
amendment Nos. 111, 112 and 364 10 the
vote of the House.

Amendment Nos. 111, 112 and 364 were
put and negatived.

MR. DEPUTY-SPEAKER : Now, I put
Government amendment to the vote of the
House,
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The question is :
Page 16, for lines 31 and 32, substitute—

“Or members were mainly dependent
on the scttlor for their support and main-
tenance ; or

(iv) the rclevant income s receiva-
ble by the trustees on behalf of a provie
dent fund, superannuation fund, gra-
tuity  fund, pension fnd or any other
fund created bona fide by a person car-
rying on a business or profession  ex-

clusively for the benefit of persons em-
ployed in such business or profession,”.
(656)

The muotion was adopred.
MR. DEPUTY-SPEAKER : The question
is 2
“That clause 21, as amended, stand part
of the Bill”.

The motion was adopted.

Clawse 21, as amended, was added 1o the
Bill.

Clanse 22 was added 1o the Bill.

Clause 23.—(Amendment  of  sec-
tic it 194.4).

SHRIMATI INDIRA GANDHI : 1
beg 1o move * @

Page 18, line 11, for “clause”™, substitnre
“clauses™.  (657)

Page 18, afrer line 14, insert--

“(vii) 1o such income credited or
paid in respect of deposits with a banking
company to which the Banking Rutulation
Act, 1949.(10 of 1949) applics (including any
bank or banking institution referred to
in scclion 51 of that Act). or with a co-
operative socicty engaged in carrying on
the business of banking (including a co-
operativel and mortgage bank or a coopera-
tive land dcvelopment bank).” (658).

MR. DEPUTY-SPEAKER Now, 1
put Amendment Nos. 657 and 658 by Go-
vernment 1o the vote of the House.

The question is :

Page 18, line 11, for “clause”™, substitite
“clauses™. {657).

Page 18, qfter line 14, inserr—

*Moved with the rec dation of the P
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*(vii) to such income credited or
paid in respect of deposits with a bank-
ing company to which the Banking
Regulation Act, 1949, (10 of 1949)
applies (including any bank or bank-
ing institution referred to in section
51 of that Act), or with a cooperative
society engaged in carrying on the busi-
ness of banking (including a coopera-
tive land mortgage bank or a co-
operative land development bank)”.
(658)

The motion was adopted.

MR. DEPUTY-SPEAKER : Now the
question is

“That clausc 23, as amended, stand part
of the Bill"”,
The motion was adopted.,

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

Clause 24 was added 1o the Bill,
Clause 25.--{ Amendment of section 212),
SHRI1 D. N. PATODIA : 1 beg to move*:
Page 19, linc 18, —
Jor “thirty days™  swbstitnre “nincty
days™ (64)
SHRI KANWAR LAL GUPTA : | beg
to move®* ;
Page 19, linc 8, —
Sor “thirty™ substitute “sixty” (306)
SHRIN. K. SANGHI : I beg to move* :
Pages 18 and 19,—
for clause 25, substitute—

*25. In section 212 of the In-
come-tax Act, sub-scction (3A) shall
be omitted.” (420)

Page 18, line 41,—

Sfor “Commissioner" substitute—
“Income-tax Officer” (421)

MR. DEPUTY-SPEAKER : Now, I

put all the amendments to the vote of the
House.

Amendments Nos. 64, 306, 420 and 421
were put and negatived.

MR. DEPUTY-SPEAKER : The question
is @
“That clause 25 stand part of the Bill."”
The motion was adopred.

Clause 25 was added to the Bill.

New Clause 25A.

SHRIS. S. KOTHARI : I beg to move :
Page 19—

after line 12, invert—

*25A. Inthe Sixth Schedule to the
Income-tax Act afier item (28) the
following shall be inserted with effect
from the 1st day of April, 1970,
namely -

*29. Textiles (including those dyed,
printed or otherwise processcd) made
wholly or mainly of cotton including
yarn, hosiery and rope.

30, Textiles (including those dyed,
printed or otherwise processed) made
wholly or mainly of jute. including
jute twine and jute rope.” (366)

SHRI D. N. PATODIA: 1 beg 1o move :
Page 19—
after line 12, inseri—
*25A. For section 280 of the Income-
tax Act, the following scction shall
be substituted, namely :—

“Disclosure  280. (1) If a public servant

of particu- furnishes any information
lars or mis- or produces any document
use of powers in contravention of the
by Public provision of sub-section
servants. (2) of section 138, he

shall be punishable with
imprisonment which may
extend to six months and
shall also be liable to fine.

(2) If an Income-tax Officer or any
other authority in the cxercise, or
purported exercise, of his powers
under this Act—

(a) recklessly makes unlawful
additions to the income declared by

*Moved with the recommendation of President,
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any assessee or recklessly disallows
lawful deduction claimed by an as-
sessee in the computation of his total
income; or

(b) mala fide and withoul reasona-
ble cause exercises undue pressure
upon or coercion aganist an assessce
in respect of any matter in the coursc
of L pre i

he shall be punishable with imprison-
ment for a term which may extend
to one year.

{3) No prosecution shall be insti-
tuted under this section except with
the previous sanction of the Central
Government.” (565)

SHRI HIMATSINGKA : 1 beg to move:
Page 19—

after line 12, inseri—

‘25A. For section 280 of 1ihe
Income tax Act the following section
shall be substituted, namely:-—

“Disclosure 280. (1) If a public servant fur-
of particulars nishes any information

or misuse of produces any document
powers by in contravention of the
public ser- provisions of  sub-sec-
vants. tion (2) of section 138, he

shall be punishable with impri t
which may extend to six months and
shall also be liable to fine.

{2) If an Income-tax Officer or any
other authority in the exercise, or  pur-
ported exercise of his powers under
this Act,—

(a) recklessly without  reasonable
grounds makes unlawful additions to
the income declared by any assessee
or recklessly disallows lawful deduc-
tion claimed by an assessee in the
computation of his total income; or

(b) mala fide and without reasonable
CAUSE i undue p upon
or coercion against an assessee in res-
pect of any matter in the course of
assessment proceedings—

he shall be punishable with imprison-
ment for a term which may extend to
oDe year.
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(3) No prosecution shall be insii-
tuted under this section except with
the previous sanction of the Central
Government.” (608)

SHRI S. 5. KOTHARI : Regarding the
textile industry they have been requesting
that industry should be included in the
Sixth Schedule. It is for the Government
to consider. If the Government feels that
the textile industry deserves this, they should
do the needful.

SHRI D, N. PATODIA : This is & very
important amendment and as you will see
from the nolice of the amendment, this
one single amendment has been signed by as
many as 45 members, Similar amendments
have ajso been sent by other members and
altogether the number of signatories is more
than 50, It has not been sent by one
Party alone, It has been sent by members
belonging to all Parties,

In view of the importance of the amend-
ment, I would like to read it :

*If a public servant furnishes any infor-
mation or produces any document in
contravention of the provisinns of sub-
section (2) of section 138, he shall be
punishable with imprisonment which may
extend (o six months and shall also be
liable to fine,, ,**

Upto this portion, it is accepted in the pre-
vious Acl.

(2) If an Income-tax Officer or any
other authority in the exercise. or pur-
ported exercise, of his powers under
this Act—.

(a) recklessly makes  unlawful addi.
tions to the income declared by any
assessee  or recklessly  disallows
lawful deduction claimed by an ass.
essee in the computation of his tota)
income; or

(b) mala fide and without reasonable
cause exercises undue pressure upon
Or coerciOn  AgAINSt an  assessec
in respect of any matter in the
course of assessment proceedings—

he shall be punishable with imprisonment

for a term which may extend to one year,

(3) No prosecution shall be instituted
under this section except with the pre-
vious sanction of the Centra] Govern-

m,.’
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Now, in view of the fact that taxation Jaws
are being made more and more complicated
yci‘lr after year and in view of the fact that
powers are being concentrated in the
hands of the taxation authorities and offi-
cers, it is absojutely necessary that some
sort of provision js made by which whenever
an officer is deliberately at fault and when-
ever his mala fide is proved—such a
provision exists in the Customs and  Excisc
Act—there should be such a provision
for punishment. Unjortunaiely, 4 separate
provision does not exist in the Income Tax
Act and the provisions of general law does
not help, In respect of certain recent cases,
the Public Accounts Committee in its 100th
report has made significant remarks,  These
officers have been misbehaving and they have
been misusing their authority and there s
no doubt and cvery one of us who s an
assessee knows the manner in which these
Income Tax Officers are harassing the ass.
cssees (0 their discomfiture and inconv-
cnience, Itis necessary for me to read the
remarks of the PAC in this connection :

“The Committee observe that oul
of nearly K 500 appellate orders passed
by Appellate Assistant Commissioners
studied by # Departmenial Study Team
necarly 5,000 orders (60 per cony)  were
found 10 have been subjected to relief
(excluding assessments interfered with
but not amounting to relief), A furthei
analysis of 5,000 odd assessments sub-
jected 10 relief shows that in about
2800 cases (56 per cent of the assessments)
more than 50 per cent of the relief so-
ught for had been ajjowed by the Appe-
llate Assistam Commissioners, Accord-
ing to the Study Team's findings, while
a percentage of interference reflected
honest difference of opinion, matured
judgement of the Appellate authorities
or availability of appellate decisions & ev-
idence which were not before the Inco-
me-Tax Officers, ‘quite & considerable
percentage of interference was due 10
omissions and ¢ issi on  the
part of the Income tax Officers which
could guite well have been avoided’,
In the light of these findings, the
Committee feel thar over-assessments
continue to be a serious problem in the
Department,”’

Sir, in view of this finding, it is very very
ry and ial that a suitable

provision js made in the Income Tax
Act in regard to awarding punishment,
1 hope Government will accept it. If the
Government does not accept this Amend-
ment, we are going to press for a Division,
Sir.

MR. DEPUTY SPEAKER : The
Prime Minister,

SHRIMATI INDIRA GANDHI :
Sir, the amend are outside the scope
of the Bill, and are not comsequential,
According to the existing provisions, cotton
and jute textile industries have been included
in the Fifth Schedule for the purposes
of development rebate at the higher rate
on new machinery and plang, This will
enable these indusiries 10 modernisc their
equipments and improve their compe-
titive position in the world market. The
inglusion of these industries in  the Sixth
Schedule will bencfit only those companies
which are ajready making good profits
without being of any benefit 1o the sick or
the marginal units, Therefore, this amend-
ment is not acceptable (o us,

The second amendment also s out
site the scope of the Bill,  Sir, the problem
of Coverpitiching’  of  jax  assessments
by the assessing officers and  the
need to restrain this tendency has aready
been given attention to, The Public Accounts
Committee, in their varjous reports, had
drawn attentjon 1o this particular problem,
Pilot studies of the orders of some of the
Appellate  Assistant  Commissioners  in
mofussil and metropolitan charges were
got made by a Committec of scnior de-
partmental Officers, The Committee, after
conducting the studies reported thag in the
first appeal stage, over M per cent of the
assessment  orders challenged  in appeal
got confirmed and for the remaining cases
subjected to appellate inicrference, substa
tantial interference was only in about hajf
such cases; even in these cases of subst-
aniial interference, bulk of appellate relief
did not reflect ower-pitching of assess.
ments, but pointed 10 other factors e, g.
honest difference of opinion about |ega]
imerpretations, maturer judgment of the
appellate authority, admission of fresh
evidence at appeal stage and subsequent
availability of higher appellate decisions
seitling the issues involved, such decisions
not being available before the Rssessing
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officers at the time of assessments. Where
over-pitching of assessment was in evid-
ence, instruclions have been issued by the
Board in Fcbruary, 1969 and again re-
cently in April, 1970 to the Departmental
Officers, detailing some of the typical ins-
tances; the Officers have been instructed
to scrupulously avoid such lapses and the
supervisory officials have been alerted to
keep watch and pull up erring officials and
keep in view this aspect of the asscssing
officers” tendency, if any, when writing
his confidential reports.

It may be added thit the percentage
of appeals filed againsi assessments com-
pleted has remained fairly low in recent
years and  has even declined of late; it
stood at 8 2% in the years 1966-67 and 1967-
68, but in the years 1968-69 and 1969-70,
it has gone below 7%. There is accord-
ingly no justification for any stipulation
in the Income-1ax Act against over-pitch-
ing of assessments,  Any such step is
bound to have a demworalising cffect on
the assessing officers who may play safe
and let down the interest of revenue by
not making adcquate asscssments in the
fear that this may involve the risk of the
assessment being dubbed as  over-pilched,

MR. DEPUTY SPEAKER : Shall |
put all the amendments together ?

SHRI D, N. PATODIA : Pleasc put
Amendment No, 565 scperately,

MR, DEPUTY SPLAKER : All right.
1 am putting Amendment No, 565 10 the
vole of the House,

Amendment 565 was put and negatived.

SHRI HIMATSINGKA Sir I req-
uest jeave of the House to withdraw my
amendment,

SHRI S. S. KOTHARI : Sir, 1 request

leave of the House to withdraw my amend.-
ment.

MR. DEPUTY SPEAKER : Do the
Hon. Members have the Jeave of the House
to withdraw their amendments 7

SOME HON. MEMBERS : Yos,

MR. DEPUTY SPEAKER : These
amendments are withdrawn.
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Amendments No, 366 and 608 wear by
leave, withdrawn

MR, DEPUTY SPEAKER : All these
amendments are for new clause 25A ;
s0 25-A does not form part of the Bill.

Clause 26.—(Amendment of Act 27 of
1957),

MR. DEPUTY SPEAKER : Now, I shall
take up Clause 26. There are a |arge num-
ber of amendments here,

SHRI KANWAR LAL GUPTA : I beg
10 move® @

Page 19,

omit lincs 16 to 24 (8)
SHRI S, S, KOTHARI : | beg 10 moves,
Page 26,—

Omit lines 19 10 37 (33)
SHRI D. N, PATODIA : 1 beg 1o move*
Page 19, ling 39,—-

hundred thousand rupees™
and fifty

for “one
substitute—""One  hundred
thousand rupees' (65)

Page 20, line 2,—

for '‘one hundred thousand rupees”
substitute  **one hundred and fifty thou.
sand rupees’. (66)

Page 20, ling 11,—

aftet “'any"" insert—

**debentures or'" (67)

Page 20, linc 38,—

after “‘rupees’ inserf—

“or where such assets are held in the
joint names of the individual, and his or
her spouse and other dependents, @ sum
of three hundred thousand rupees™ (68)

Page 22,

after line 12, insert—

“(1a) such assets are held under a trust
crcated by a non-esiamentary instru-
ment and the Wealth -tax Officer is sa-
tisfied, having regard to all the circum-
stances existing at the relevant time, that

Moved with the recommendation of the President,
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the trust was created bona fide exclusively
for the benefit of the employees of the
settler; or” (69)
Page 22,--
omit lines 25 10 34, (70)
Page 23,—
omit lines 1 1o 39, (71)
Page 24,—
omit lines 1 1o 44, (72)
Page 25, -
omit lines 1 10 41, (73)
Puage 26—
omit lines 1 o 39 (74)
SHRI SHIVA CHANDRA JHA : | beg
10 move*
Page 19, line 39—
o tone hundred™ substivnte filiy™ (113)
Page 20, line 2,—.
for “one hundred™ substiture “Rfy™
(114)
Page 20, line 38....
Jor one hundred  and fifiy thousand”
substitute-
“one hundred thousand™ (115)
Page 21, ling §,—
Sor “one hundred and fifty thousand™
substiture
“one hundred thousand' (116)
Page 22, ling 8,—
Sor *'one and onc-half** subsritiie-
“five™ (117)
Page 22, line 32—
for “Nil"
(118)
Page 23, linc 1,
Jor 1" substitute 10" (119)
Page 23, line 7,—
Sor 2 substitute *"20°° (120)
Page 23, line 12—

substitute 5 per ocent,,

Jor 3" substitute 40 (121)
Page 23, line 17—
Jor “4" substitute 80"  (122)

Page 23, line 22,—

Jor “'5" substitute 99"  (123)
Puge 23, line 28,—

for “Nil" substitute *'5 per cent,”

(124)

Page 23, line 31—

Jor ©1* substitute 10" (125)
Page 23, line 36—

Sfor “2° substirure “'20*  (126)
Page, 24, line 2,—

Sor 3 substitnre 40" (127
Page 24, Jine 7,—

for 4" substitute 80" (128)
Puge 24, line 12—

Sor 5" substitute 999" (129)

Page 24, jine 23—

for wNil* substiture 10 per cent,”
(130)
Page 24, line 30—
Sor 5" substiture »50° (131)
Page 24, line 39—
Sor T substitute 999" (132)
Page 25, line 21,--
Jor *“ten’” substitute “‘seven™ (133)
Page 25, line 25—
for eight  substitute “twenty™
(134)
SHRI KANWAR LAL GUPTA:

I beg to move*
Page 24—

after line 44, inserr—

** Provided that where the aggregate
ol :

(a) the amount of income tax puyable
by an assessce in respect of his total income
of the previous year under the provisions
ol the Income tax Act after muking allow-
ances for any relief, rebate or deduction
in respect of the income-tax to which the
assessee is entitled under the provisions
of the said Act or the annual Finance Act;
and

(b) the amount of wealth-tax compu-
ted in accordance with the foregoing
provisions of this paragraph ;
exceeds the amount of the total income
of the assessee, the amount of such excess

*Moved with the recor

ion of the Presid
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shall be deducted from the amount of we-
alth-tax referred to in clause (b) above
and the balance shall be the amount of
the wealith-tax payable by the assessee,
(307)

SHRI LOBO PRABHU : I beg to move*

Page 20, line 14,—
qdd at the end—

“and any investment made heicufier
on building construction, industrial wnd
agricultural development’” (321)

Page 20, line 38—

SJor ** one hundred and fifty thousand
rupees”  swbstitute  “‘five hundred
thousand rupees’™ (322)

Page 22, line 34,—

Jor “Rs. 1,00,000"  substituro—
“Rs. 2,00,000" (323

Page 23, line 2,—

Jor “Rs. 100,000  substitute—

“Rs. 2,00,000" (324)

Page 24.—

omit lines 16 to 44, (315)
Page 24,—

after line 44, inseri—

*Provided thal where the aggregate of the
net income and wealth tax exceeds the
total income, no tax will be collected on
such part of the excess as is invested un-
der Section 14 of the Finance Act, 1970 +
(326)

SHRI BENI SHANKER SHARMA:
1 beg to move* :

Page 25—

omit lines 3 to 11. (524)
Page 25— e

omit lines 16 to 41. (52%5)
Page 26—

omit lines 1 to 37, (526)
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SHRI M. R, MASANI :1 beg to
move* :

Page 22,—

after line 24, insert—m
(ee) After section 43 of the Wealth-
tax Act, the following section ghall be inser-

ted, namely —

Misuse of 43A, (1) Notwithstanding
powers by anything contained in
public serv- section 43 of this Act if a
ants. Wealth tax Officer or any

other authotity in the
exercise, or purported to
exercise, of his powers
under this Act—

(a) recklessly makes unlawful additi-
ons to the wealth declared by any assessee
or recklessly disallows lawful deduction
cliimed by an assessee in the computat-
ion of his wtal weelth ; or

(b)  mala fide and without reasonuble
cause exercises undue pressure upon or
coercion against an issessee in respect of
any matter in the course of assessment
proceedings—-

he shall be punishable with imprisonment
for & 1erm which muy extent 10 one year.

(2) No prosecution shall be instituted un-
der this section except with the previous
sanction of the Central Goverrment™,”
(566)

SHRI D. N. PATODIA : I beg to move:
Page 24, after line 44, insert—

“Provided that if in respect of any assess-
ment year the aggregate of :

(a) the amount of income-tax pay-
able by an assessee in respect of his total
income under the provisions of the In-
come-tax Act after making allowances
for any relief,irebate or deduction to which
the assessee may be entitled under the
provisions of the said Act or the relevant
Finance Act; and

(b) the amount of Wealth-tax payable
by an assessee in respect of net wealth
under the provisions of the Wealth-tax

*Moved with the recomumendation of the President.
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Act after making allowances for any
relief, rebate or deduction to which the
ussessee may be entitled under the
provisions of the said Act or the
relevant Finance Act;

exceeds the amount of the total income
of the assessee, then and in that event the
amount of Wealth-tax payable by the ass-
esee shall be reduced by the amount of
such excess"' (567)

SHRIMATI INDIRA GANDHI : I
beg to move*

Page 20, after line 2, insert—

* (3) after clause (iva ), the following
cliuse shall be inserted, with effect from
the 1st day of April, 1971, namely :-

* (ivb) one building or one group of
buildings owned by a cultivator of, or rec-
civer of rent or revenue out of, agricultural
land
Provided that such building or group of
buildings is on or in the immediate vici-
nity of the land and is required by the cul-
titvator or the receiver of rént or revenue,
by reason of his connection with the land,
as dwelling house, store-house or outho~
use " ; (659)

page 20, ine 3, for * (3), substitute ** (4)"

(660)

Page 20, line 6, for “(4),"
(661)

Puage 20, line 29, for “bank).”
itute **bank );'" , (662)
Page 20, line 29, inseri-

substiture *(5)"

. substi-

3 sl

fund, gratuity fund, pension fund or an¥
other fund crcated bona fide by a person
carrying on a business or profession excl-
usively for the benefit of persom empln-

yed in such business or prc

(666)

SHRI N. K. SOMANI : 1 beg to
move* :

Page 22—

after line 12 insert—

“G) (b) Such assets are held under a
trust of which none of the beneficiaries is
a beneficiary under uny other discretion-
ary trust and the total corpus of the trust

does not excted Rs. 3 lakhs'”  (688)
SHRI D. N. PATODIA : T beg to

move*

Page 22.--

after line 24, inseri—

“(ee) for section 32 of the Wealth-tax
Act, the following section shall be sub-
stituted with effect from !st day of April,
1971, namely:-

Mode of recover : 32 (1) the pro-
visions contained in sections 221 1w
227, 229, 231, and 232 of the Income-tix
Act and the second ¢nd Third Schedules
to that Act and any rules made theieun-
der shall, so far as muay be, wpply
as if the s2id provisions weic provisions
of this Act and referred to Wealth-tax and
sums imposed by wuy of penaity, fine and
interest under that Act and 0 Wealth-
tax Officer and Commissicner of Wealth-
tax instead of to Income-tux Officer wnd

“(xxvii) uny deposits with a
corporation which is engaged in provid-
ing long-term finance for industrial deve-
lopment in India and which is approved
by the Central Government for the prupo-
ses of clause (viii) of sub-section (1) of se-
ction 36 of the Income-tax Act.” '. (663)

Page 20, line 35, for “and (xxvi),”" substi-
tute  *“(xxvi) and, (xxvii)". (664)

Page 21, line 9, for * und (xxvi)'"" substitute

“ (xxvi) and (xxvii) " .  (665)
Page 22, for line 22, substitute—
“ pport and nce; or  (iii)

such assets are held by the trustees on be.
half of 2 provident fund, superannuation

Commissioner of Income-tax.

Explanation 1. - Any refeience lo se-
ction 173 and sub-section (2) or sub-sect-
ion (6) or subsection (7) of section 220
of the locome-tax Act in the said pro-
visions of that Act or the rules made
thereunder shall be  construed  as
refercnces to sub-section (7) of sections
22 and sub-secticn (2) or sub-séction (6)
or sub-section (7) of séction 31 of this Act-
respeclively.

Explanation 11, The Tax Recovery Gffi-
cer wnd the Tax Recovery Commissioner
referred 1o in the Income-tax Act or the
rules made thereunder shull be deemed

*Moved with the recommendation of the President.
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to be the Tax Recovery Officer and the
Tax Recovery Commissioner for the pur-
pose of recovery of Wealth-tax und sum
imposed by way of penalty, fine and inter-
est under this Act,

(2) The Commissioner shall, on the
application of any assessec accept in sitis-
faction of the whole or any part of the
wealth-tax or any part of the wealth-tax
and sums imposed by way of penalty,
fine or interest under this Act, any pro-
perty or part thereof at the value deter-
mined under the Act.

(3) No stamp duty shall be payahle on
any coovtyance or transfer of propers
to the Commissioner under sub-section
@y . (692)

SHRI GEORGE FERNANDES : |
beg to move :-

Page 20,—
after line 2, insert -

“Explanation :—A member of a co-up-
erative sociéty to whom & building or pan
thereof is allotted or leased under « houst
building scheme of the socicty shall be de-
emed to be the owner of that building «r
part thereof.” (714)

MR. DEPUTY-SPEAKER : Befuie,
you speak, 1 want to say that I shall con-
clude this at 6-30 P. M. There :uc two
hours for third reading. MNow it is 4-20
and we should conclude at 4-30 our dis-
cussions on all these clauses. Since theie
are 80 many amendments, one wiy of dis-
posing them off is to reducc the time
for the third reading.

SEVERAL HON. MEMBERS: Yuu
can reduce half-an hour from this.

MR. DEPUTY-SPEAKER: Al right,
Now Shri Kanwar Lal Gupta.

oft e oW oy - ITTEE AR,
R AT anEw & ) 0F F arEy
R R 7T T 2 fF w9 T a9y v
§ & ooy 3T wwiT #1 0w fady
gfar &k & fr 98 & sz AT -
™ it vy e § wfw ad AR
wy v e & w7 & & qE
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Wt it & gear amgar g e anfaw g
gfear Faw oo ot FIwHIC F A
F1 8 w7 A oo Y 2 7 e S
RN A AITEE? Aram @
ag N9 & 3o 1 feoe F @Y
TE 1-4—69 T AT &MT | AU GAww
7z & fr afaest @t fegmm & &m0
UF & | W17 9 qaw wdr ag giaur
am & fet o feen & AT A1 A€

S HIT ZAIT AW 2 IAH A9 A7
Ter 2 5 s faet safam #1 sy
0T ST EHE AUTAT AT HIT T THH
91 fae &7 1w 7 owrEr & oan
fsAaT SA1RT 21 IHAT &F4 WA W ¥
FH FT famn A | A 1 AR EET
fF %% ART &1 STHSHT & Fq7 A7 339
AT B IW KT AAT A0F ZH § A9
wte faar st a1 97 100 T § o«
SATET #9971 VAT & | 59 AYE & %
Aur g 1 A 7 F9 2 5 o afe
Ao e B o
famr ¥ 100 97 & F wrET
g1 A 3| 7 @ fagwm Tmwr &
&1 SaAr Foq @@ w oFW 7 famr
AT | W AfEE 5,000 To FTET
F1 ATAT 2 AT IAAT g4 29 A A 92T
fear 1@ | F1owr 3% & fF @ T =
& fawrs 20 f e faelt arfa &t
HTHEAT 100 Fo & &1 919 IH T IAFH
¥ T IT & 100 %0 § FWRT ¥
H1 3W & AW FT FAIET @R g1 ATE
Az &g o w19 w7 & ol U Ag
BOTT | ZEH ATEHY ST FO 1T
A A TEAET § TR0 | agAE
F] [ATUT ¥ & (97 41X gHfzg a7Q
A ¥ fag § wgm fe g e § =g
o whew g1, afew g fw A
doq dww i AT faem w A e §
T g &, w R fen o
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IAY AT FAT Y, AT AT FH FL
g 9 IO EvEw T F )

SHRI S. S. KOTHARI : In Sweden,
they have both the wealth tax and income-
tax, and the tax, limit is confined to 80
per cent of the income, but here my amend-
ment says that it should be one hundred
per cent of the income, It is a reasonable
amendment and should be accepted. That
is the point that I would like to make.

SHRI D. N. PATODIA :Whilc support-
ing Shri Kanwar Lal Gupta and Shri S.
S. Kothari | would refer you to amend-
ment No. 567 which again has been signed
by as many as 50 Members of the House
belonging to various partics. In addit-
ion to these fifty Members, another 12 or
15 have also signed identical amendments.

The amendment steks 10 provide
that the total ceiling on income-tax and
wealth tax put together should not be more
than the total income carned by a parti-
cular person,  You will notice that in
the  new provisions. in many  cases,
where wealth tax and income-tax are pul
together, the incidence of taxation s
much higher: it goes as much as up
140 per cent in many cases. A well-to-
do person mz) have constructed i smal)
property in a city like Delhi about ten
years back ut a value of Rs, 2 lakhs ; that
property would now be wvalued at Rs. 10
lakhs and with a rcasonable income of
Rs. 40,000 10 Rs. 50,000 ; the total inci-
dence of taxation in such a case would
be as much as 127 per cemi. Afler earn-
ing a particular amount if he is to pay 127
per cent of such earnings and if in addition
he has w incur his  household
expenditurc from his own property;
it is nothing but confiscatory and
expropriatary in nature, Ido not think and
1 do not hope that Government has any
intention to take any decision of this con-
fiscatory or exproprietary nature, Therefore,
the total incidence of taxation should not
in any case exceed 100 per cent of the to-
tal income.  Please do not make it minus.
But keep it at 100 per cent ceiling. But
please do not say that if he has to pay
much more than his total income
you will force him to sell the property
or auction his property; and there is not

g oing to be anybody who is going to pur-

chase that property. It is only fair that
you permit him to pay the tax which is
not beyond his income, even if he has to
pay cent per cent his property and assets
get reduced because he has to meet
his expenditure from his own property;
his total income is paid towards the tax-
ation itself; beyond that, he has to spend
from his own assets.

In view of such a large support
given to this amendment and in view of its
reasonableness, 1 do not sec any reason
why Government should have any oppo-
sition to this amendment, and 1 would,
therefore, urge that this purticular amend-
ment for fixing one hundred per cent ceil-
ing of taxation on income should be acc-
epted by them.

st frrawsx w1 @ 26 T &g
I AE WA Efwgm
g1 g |1 9 & & fF o dw
T 3w & | 9 e § ag 9 S
F g F ¥z Y E R | ITwT wwen
W H AEEE AT &, STy
TqSq FT WOUAT FET & | I 847
# AT FT qg Fof g1 AT & 6 qrfer-
G2 &= o9 & FYA a7 FT AR St
Fafd sm v #T g & v §
HTAT AT | AT AT T R @ X wW
g g frgam i smry el
A AT F @ AT wwga § )

g WO wiTEe 9 3 fF 9T aw
FY AT AT G2 &Y §, THHT FLT KT HG
quTH A #X ¥ | A ¥ & fE daw
qIIHE ®1 WE T AT qrEHT <
fomr s

JaF AT WYT ATIH TF AT WY A0
LA AT w6 OF ww W
fear &1 ¥y ara wga afows &)

O A 117 AT A oz §
IaH &7 qg Fgr § fE aid 1 & oy sy
Tfmmdr s gagasa
T AR WO AT T qTHZ HT
AT wifigdt |
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IqTEAH WHAT : HTT AT WeH KT |

ot frrasr &1 ;oo AT A AT

# T | HFFT T AT @ FAT
|ATgd & a7 o9 §F A |

MR. DEPUTY-SPEAKER : I am not

extending the time; but if this stage of

discussion goes beyond 4,30, we shall have
to take it from the third recading time.

ft frewer w9 1 F oA wEr

2 v &0 ot o A & oRie A
FET 8, @€l vy A w |
wgar § & aiw o @@ S
UF TG ¥ 99 A79 ¥ §19 § 307 379
& @1 oY UF o IWT FY &9 0
1 THE ST ST & Afw & aean g
& 10 acEz M STw | @ F o &v
qRAE AT AR & FAfww H =mEer g
f drg adie s T | € F i o
F g # 9T g fF Aew T
Sag T w1 | € F oy 9 awe
ST AR § SR F =g g R ey
gz T | THY g ¥ G AT I THT
AT AR § q@T AT 99,9 UTHS
T |

wgr a% fgg anfeamsfer Sfisit
T g g, 37 9rE @ gwafa g7 e
FEdm Al am @ E |\ AT IR AR R
fF &1 9@ #1 wEfa 9 wefa T8
¢ | qgl 9 i TRHE 9T I | w@i
1 9z W W & T8 10 THE T |
qf WTE ¥ I 9§ 9w i
& g amw Q) 97EE WR § | 7w
¢ fir 9 g8 w9 A1fEd | W A
¥ G9gg AT AT EfT 9T AT A
qedfz A & | 9@l o9 9T 9vEe
T | 9Eg #IT A AT F 9 W@
el & agl o7 9 Y Wg e
e FET qfEd | | aTE ¥ e
FE gwfa A 9T 9@
g1 ag AT W 99.9 T
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T W Y ATF 3l o 9
T ST T BE ¥ W@ § 1 4% T WA
TELT G ¢ A UG 9T IW AL
&F FTT AfEd 1 Wi R | A
F d9 A e 9 A W
TTHE T R & | AGT ATTHT T THE
AT AfEd | TW AT AT W T
Feg iU sgmag &fF fF 009
ITHE THHY GIAT AT |

|TS AT FT AR A 7 Fretr-
Hezat N aa g, g aw g &
AT & 37 9T S qE qWE

SHR1 LOBO PRABHU : | shall deal
with only three points,  The first is the ceil-
ing proposed in the Wealth Tax. 1 may
suggest (o Government thae il they do not
wish to go all the way, let them allow the
tiax amount to be put in long-dated Govern-
ment securities.  1f your intention is to re-
duce conspicuous spending, to increase si-
vings, the difference is very slight whether
you get it as tax or as loan, You may have
to pay a small inteiest. but this will save
you from constitutional impropricty, It will
save you also from growing discontent,

Sccondly, the same status should be given
to invstment in housing, industrial and agri-
cultural development as is given to divi-
dends, 1 think you should allow that also
for Wealth Tax, because housing is as im-
portant as anything which companies pro-
duce.

Thirdly, as the House knows, during the
last three years the value of money has gonc
down. There has been an increase of 87
per cent in the index. That means that if
your property was worth Rs. 1 lakh three
years ago, it is worth Rs. 2 lakhs now. It
is very unfair that because of this inflation
you bring in people and tax them, people
who have nothing but an inflated value for
their property. 1, therefore, suggest that the
exemption limit for Wealth Tax should be
Rs. 2 lakhs and not Rs. 1 lakh. The loss
to Government will not be considerable be-
cause the number of assessees between Rs.
1 lakh and Rs. 2 lakhs is only about 14,000
and they paid only Rs. 42 lakhs out of a
total of Rs. 15 crores in 1964 which is the
latest figure availabie.
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These are very reasonable and moderate
proposals which I do hope Government will
accept in the interests of the economy.

SHRI N. K. SOMANI : I think there are
two considerations as far as the urban pro-
perty is concerned which the Government
scems to have overlooked, One is that a
large number of buildings in most of the
cities are under rent control already, and,
therefore, they do not fetch any appro-
priate or remunerative return, with the re-
sult that already building construction ac-
tivity is going down, and any further impost
on these buildings in urban areas where these
are quite a necessity now, is going to be
a positive disincentive.

Secondly, in view of the large scale housing
shortage, this additional levy of a higher
rate property is completely unjustified.
Fither the Government should provide
urban accommodation at its own cost
and tell the public that these tenemcnts
arc available at reasonable rates, or there
has to be a positive incentive given to bui-
Idings and properties, and, therefore, I
would like to say that this additional Wea-
Ith-tax on urban property is something
in the nature of ecxpropriation or ext-
ortion without any compensation at all,
because at higher levels this is going to
operate at cleven to twelve per cent a year
which is completely unjustified.

The basic exemption of Gt Tax is
not continued at the previous level of Rs.
10,000. 1 would not like to go into det-
ails as Shri Dandekar has dealt with it
yesterday. It is patently unfair to bring it
down to Rs. 5,000 in view of the value of
money going down. 1 do not know why
it has become a matter of academic exer-
cise whether our rates of income-tax and
corporate tax are highest or not in the world.
It is not immediately the most important
point, in spite of Mr. Salve's analysis.
What is to be seen is whether our present
rates of personal taxation and corporate
taxation leave sufficient incentive and

Shri Dandekar, honesty has certainly become
a casualty. Isupport Mr. Gupta's amendment
and my own amendment. There has got to
be some ceiling and the total taxation le-
vied as far as person is concerned, when
you add up the income-tax and wealth
tax and other taxation should in no case ex-
ceed 100 per cent at all because it no lon-
ger remains equitable if it does. In respect
of small trusts, T should like the Government
to exempt from the operation of this
clause, If they are small trusts that is what
my amendment is—such assets held under
trust whose beneficiaries are beneficiaries
under no other discretionary trust and
the total corpus of the trust does not exceed
Rs. three lakhs....So, here is an inst-
ance of a trust which will be used by only
middle class families and the total corpus
is not going to exceed Rs. 3 lakhs and none
of its beneficiary is a beneficiary under
any other trust. In their enthusiasm to
curb the malpractices of a very few peo-
ple at the top most level they should not
do these things; they should have consi-
deration for those sections of society under
Rs. 3 lakhs.

SHRI S. M. BANERJEE : By my ame-
ndment No. 576 1 want the exemption
shown to Jammu and Kashmir to be
removed,

Secondly, speaking  generally on
clause 26, 1 submit that [ read carefully
the amendment moved by Shri Patodia
and others where they say that in cases
where the taxes put together exceed the
amount of total income, it shall be reduced
by the amount of that excess. Shri K.
L. Gupta and Shri Patodia said that no
assessee should be taxed more than 100
per cent, if I have understood them corr-
ectly. If the Government is taxing more than
100 per cent, | do not know how people
have accumulated wealth to the tune of
Rs. 550 crores and how monopoly is being
built up in the country. I caonot under
stand this. If it is really more than 100 per
cent as they say, | would have supported it.
On d thoughts I feel that it cannot

marginal savings for cay
and economic development and, from
that point of view, whether we have this
distinction or not. I would not like to enter
into this controversy, but we feel certainly
that these rates have now come to a point
where as was pointed out very articulately by

be more than 100 per eent. If the amend-
ment were to be accepted, every body will
maintain two books—one book for him-
self and one for showlng to the income-
tax officer to prove that he is paying 100
per cent tax and it will be difficult for the
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[Shri 8. M. B"nerjee]

income-tax officer to Judge. I have read
Mr. Palkiwal.'s assessment and Mr. Sal-
ve's assessment who say that India
is the highest taxed country. Still 1
am not convinced of this. We want to
eliminate poverty; there are starving peo-
pl :mong our countrym. n; there are on
th: oth r hand p-rsons who are prospur-
ous. This would increase the difference
between the haves and the havenots. So,
1 am unable to support that amendment.
Evasion should be stopped by making the
tax law simpler. There is tax evasion to
the tune of Rs. 500 or 600 crores. As
for black money, 1 cannol suggest any-
thing. Bl ck money can come out if there
is demonetisation by the Government; it
cannot be made white money one fine mor-
ning; there should be screwing and more
screwing. Demonetisation would have
definitely solved the problem of black mo-
ney. This suggestion is for their consi-
deration. 1In the matter of one lakh, Mr.
Lobo Prabhu said something. Even Prof.
Kaldor has said something about one la-
kh. Mr. Lobo Prabhu is an ex-ICS, not
an economist. I am neither. 1 think he
knows what Kaldor has suggested. |
oppose those particular amendments.

SHRI N. K.SANGHI : My amendment
No. 422 is to omit lines 1 to 39 on page 26.
This relates to wealth tax on urban pro-
perty and shares in companies. In this
matter, I would like to draw the attention
of the House to the fact that the properties
that belong to a firm do not belong to the
partner. The partner can come into the firm
and then go away and take away the pro-
fits, but he can have no control on it.
Similarly, a shareholder can have no control
on the propertics owned by the compan-
ies. Hence, here, in the scheme of things
that we are going to do is to assess the
wealth-tax in the hands of the sharcholders
und in the hands of the partnership. This is
going to'create a lot of work in the depart-
ment, It is going to be a difficult process,
and since we are going to simplify this ma-
tter, 1 think this is a very serious matter
which needs to be looked into. The whole
department, the income-tax officers and
others, will have a Herculean task. Their
work will increase m-nifold on this acc-
ount. Therefore, 1 would appeal to the
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Prime Minister that lines 1 to 39 in clause
26 at page 26 be deleted.

5t W R (Friafa):
AT Y AW 2 9 qET § G Aot
2, ©F @ T ey 0w & e
F gA™ | TFA 9 UFe §
ag g ¢ fF ®rf Fenudfer wea
3T foelt Y oY et S & Y ag wEw
T wifeF 59 & A 9T 9 9w g,
g & AT B, FeULfET AR AT TR
AT | A WA TAEH E vaE §
21 @R I TH A 409 & Ode 7 W
qAAT AR F | T AT Fmaifer
HEYTAT F TETET FT AT TR FT
AT T4 & q5 qg 9 oAy o7 fow F
IATH gATY A AT o gEIw A%
¥t T 7g @A 99 F1 fo@ F7
fem 2 for &% oY dwiee ggi aw faar
TAFEFEARTT AT 21 T
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The first amendment was moved by Shri
Kanwar Lal Gupta about Jammu and
Kashmir. Hon, Members know that any
levy of wealth-tax on agricultural lands in
that statc would, in the first place, have
to be done by an order of the President,
and such an order can be made by the Presi-
dent only with the concurrence of the State
Government. Since the concurrence of the
State Government has not heen received
so far, the Bill sceks to exclude agricultural
land in that state from the levy. As vou
know, in these things, the State Government
does not respond quickly, (fnterruption),

Then, the hon. Member, Shri George Fer-
nandes said—

AN HON. MLMBIR :
reasonable suggestion.

That was u

SHRIMATI INDIRA GANDHI @ That
is the legal position.  We cannot change
that. [ am told that as fur s the co-pera-
tive scctor is concerned. . (imterruption). .
that is the situation in the Act. | am spea-
king subject 1o correction, (Interruption).

At TR GTAEA :  zAFH 239
UFE H 9g 919 £ | "I gaAr g1 AT
2 f5 Gog S9m DAz § W T w1 ITA
Z e gt degren w1 -
STHT § A 984T 92 1

SHRIMATI INDIRA GANDHI : We
will get suitable instructions. The other
question is about the trust. This amend-
ment which has been proposed will defeat
the purpose behind the proposals in the Bill
and will lcad to the continuancc of the use
of the discretionary trust as a device to avoid
taxes. Multiple trusts arc generally formed
with a small corpus and income so as to
avoid wealth tax and income-tax. Quite of-
ten the corpus of the trustis kept below Rs.
1 lakh. Therefore. the hon. member's prop-
posal that the flat rate of 1.5 per cent of
wealth tax should not apply in cases where
the corpus is less than Rs. 3 lakhs will
defeat the very purpose for which the rele-
vant provision is made. Therefore, these
amendments are not acceptable.

Mr. Sanghi's amendment is also not ac-
ceptable because it will open a loophole
for the avoidance of additional wealth

tax on wurban assets by transferring
such assets to firms, assoclations of persoms
or closely held companies and it will defeat
the purpose underlying the provision,

The main point {s one to which I have
replied earlier while replying to Mr. Lobo
Prabhu, namely, the question of the limit
over Income-tax and wealth tax together.
As T said then, hon. members know what a
fundamental difference of opinion there is
in the House. Shri Patodia has moved
one amendent and Mr. Shiva Chandra
Jha has moved the very opposite amend-
ment that the limit should be much lower.

The limit of Rs. 1 lakh for a residential
house which we have proposed I think seems
to be falrly reasonable, keeping in view the
general opinlon in the country as well as
in this House. I do not think I need to
say any more on this.

Certain - poinls  were made about
housing. Housing is certainly import-
ant, but I do not think that this will affect
that situation very much. It is a question
of balancing and secing what is more impor-
tant,

Another bon. member spoke of incen-
tives, | have said something about this
earlier in the day. Incentive is some-
thing which is very much in the mind of the
person, what drives you on to do some-
thing. If it is only a question of money, that
is onc way of looking at it. But there cer-
tainly should be other things which are
incentives. Quicker the business comm-
unity thinks of looking towards other
things, quicker the country will be able to
advance.

SHRI D. N. PATODIA : What aboul

ceiling on taxation ?

SHRIMATL INDIRA GANDH! : It
was covered ecarlier. We are trying to
lessen the disparities and it can only be
done when those who have more give
more.

MR. DEPUTY-SPEAKER Shall 1

put all the amendments except Government
amendments together 7

SHRID. N.PATODIA : My amend;
ment No. 567 may be put separately.



299  Finance Bill, 1970

MR. DEPUTY-SPEAKER: All right.
I will now put all the amendments except
Governmen! amendments and except
amendment No. 567.

Amendments* were put and Negatived.

MR. DEPUTY-SPEAKER : | will now
put Mr. Palodia’s amendment No. 567,

Amendment No. 567 was put and negatived.

MR. DEPUTY-SPEAKER : I will now
put the Governments amendments Nos. 659
to 666 to the House.

The question is :
Page 20, after line 2, insert—

* (3 afier clause (iva), the following
clause shall be inserted, with effect from
the 1st day of April, 1971, namely :—

“(ivb) one building or one group of
buildings owned by a cultivator of, or re-
ceiver of rent or revenue ow of, agricult-
ural land

Provided that such building or group of
buildings is on or in the immediate vicin-
ity of the land and is required by the culti-
vator or the receiver of renl or revenue,
by reason of his connection with the land,
as dwelling house, storehouse or oul
house Ty (659)

Page 20, line 3, for “(3) *, substitute “*(4)".
(660)

Page 20, line 6, for (40" , substiture “(5)".
(661)

Page 20, line 29, fur ‘bank).”;, swharitute
‘bank) . (662)

Page 20, after linc 29, insert-—

' (xxvii) any deposits with a financial
corporation which is engaged in provid-
ing long-term finance for industrial deve-
lopment in India and which is approved
by the Central Government for the purposes
of clause (viii) ol sub-section (1) of sec-
tion 36 of the Income-tax Act.”". (663)

Page 20, linc 35, for “and (xxvi)" , substi-
tute, “(xxvi) and (xxvii) ™ (664)

Page 21, line 9, for “and (xxvi)", substi-
ture ** (xxvi) and (xavii) . (665)
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Page 22, line 22, substitute—

“support and maintenance; or (iii} such
assets are held by the trustces on behall
of provident fund, superannuation fund,
gratuity fund, pension fund or any other
fund created bona fide by a person carrying
in a business or profession exclusively
for the benefit of persons employed in such

business or profession, ™ . (666)
The motion was adopted
MR. DEPUTY-SPEAKER : The que-

stion is
* That clause 26, as amended, stand part
of the Bill".

The motion was adopted
Clause 26, as Amended was added to the
bill.
Clause 27 ‘—(Amendment of Act 18 of
1958.)

SHRI KANWAR LAL GUPTA :1|
beg to move** :

Page 26,—
omit lines 41 to 43, (9)
Page 27 and 28,-

omit lines 13 to 37 and | to 6, respect-
ively. (76)

SHRI SHIVA CHANDRA JHA 1
beg 10 move** :
Page 26, line 42,—

Jor “five thousand™
hundred™  (135)

substiture  “five

Page 27, line 18,—

for “5" substitute 10" (136)
Page 27, line 20,—

for 10" substirure 20" (137)
Page 27, line 23—

Sor “15™ substiture 307 (138)
Page 27, line 26,--

for ©20"" substiture 40"
Page 27, line 29—

for 25" substiture “50" (140)

(139)

*The numbers of the Amendments, which were put

and negatived are : 8, 33, 6510

74,113 to 134, 307, 321 o 326, 524 to 526 566, 688, 692 and 714,
**Moved with the recommendation of the President.
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Page 27, line 32—

for “30™ substitute “60"  (141)
Page 27, line 35—
for “407 substitute VRO (142)
Page 28, line 1,—

Sor SO0 substitute 100" (143)
Page 28, line 4,—-

Sor T8 substitute 150" (144)

SHRI HIMATSINGKA I bee 1o
move*
Page 27—

(i) line 1,—

Jor (DY substinte *(a)”

(i) line 13,—

Sor ()" substitute “(b)” (690)

SHRI GANESH GHOSH (Calcutta

South): | beg to move*:
Page 27, line 26—

Sor “Rs. 11,500 plus 20 per cent.”

substitute—"'Rs. 50,000 plus 50 per
cent.” (715

Page 27, line 29,—

for “Rs. 31,500 plus 25 per cent.”
substitute—"Rs. 1,25,000 plus 75
per cent,” (716)
Page 27, line 32—
for “Rs. 1,06,500 plus 30 per cent..
Substitute—"Rs. 3,75,000 plas 75 per
cent.” (717)

Page 28, line 35—

for “Rs. 2,56,500 plus 40 per cent.”
substitute—“Rs. 7,50,000 plus 80

per cent.” (718)
Page 28, line 1,—

Jor “Rs. 4,56,500 plus 50 per cent”.
“Substitute—"Rs. 17,50,000 plus 80
per cent.” (718)

Page 28, line 1,—
Jor “Rs. 4,56,500 plus 50 per cent.

Substitute—"Rs. 12,00,000 plus 85 per
cent.” (719)

Page 28, line 4,—
for “Rs. 7,06,500 plus 75 per cent.”

substitute—"Rs.  15,00,000 plus 90

per cent.”(720)

Sft o T e IR off, AW
THH T &Y g §—3t aF 10 g
T aF # free wre o, dfew o
wreeee frfaeex smedh € fr free 3w
F ATET 5,000 To TF W@, TAK AT
T 97 39 9T A1fEC | § wHweT §
& g &% 912 ST 9T 93, wikE
10,000 To 1 FrHT gger & agT #W
&1 € & 37 9T EEH 5,000 To &
a1 ag oY age a¥r sarady dfr
ag ey sgraTa Avarc-Fafes s A
T g | gEfae A0 srder & f
EH 10,000 To 1 @Y faar omo
T T 5,000 To FY fafwe I wh
B IEHRT AR A |

SHRI D. N. PATODIA : My amend-
ment seeks to restorc the position with
regard to gift tax by making it exempt
up to Rs. 10,000. As Shri Gupta has
said, the value of money has considerably
gone down. 1 do not know what was the
motive behind bringing this provision by
the government because 1 do not think they
had at any time anticipated any misuse of
this provision. If there was no misuse and
il gift was being made in a genuine manner
by gentlemen and ladies, by senior members
of the family, it should have been permitted.
I think the provision with regard to gift
tax, if it is made more relaxed, it would
help the distribution of wealth rather than
concentration. 1 therefore seek to move
this amendment to raise the exemption
from this tax up to Rs. 10,000. 1 hope
government will accept it.

*ft fFarararen W : JuTeRe o, ¥TH 27
7 free Sow &Y T & 1 amowy qAT Y
t fF dag & 7o & faw & foe &
w7 § qf-ah ww G owx &
FHTR TATH F AT EH AL AT WIgd

*Moved with the recommendation of the President.
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[t ferwaex o)
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2, 7| 500 & faar 0

ot avg ¥ gE aviwAt 7 4% Far
t—ogr fee &1 &w7 20,000 Fo H
SATAT 7 &Y, T8I T FT T 5 TET
g A WEET g I@ET 10 9TEE &7
fear @mw, 20,000 To F 50,000 To
T® T F & 2—10 T, 17
argan § 5 gawt 20 T2 w3 faar
WATT | 50 FATT & UF AT qF TG
#1 X §—15 778, § g g 5
THFT 30 9@ F< fear amy 1 1 A=
¥ 2 TG qF FTHTL FT & §—20 T
¥, & S g 5 T 40 TR
scfmram | 2 9" § 5 9@ O
JOFTT &T T §—25 T8, ¥ ATgam
g f& Ta®Y 50 w<de 1 faar 9
5 AT ¥ 10 T TF G F T
—30 T, § W g fF e
60 9T #T faar @ 1 10 wTw &
15 A TF T F1 T §-—40 T
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*1 I §, G T W §—75 TR,
¥ aRar g f wma 150 axde w7
A1 =fgw

16 -55 Hrs.

[MR. SPEAKER in the Chair]

seger wEIRA, =9 fgaw & afs gw
figz 97 &g e F sEer F4
78 A1 AT qE F Aw g, ik g
AT 7 FORFHA FFHOTIA AT 2,
TH 0T T AN OEA

SHRI HIMATSINGKA: My amend-
nwnts  No. 681 and 682 seek to provide
that  the present position of gilt tax should
be retained and there is no justification for
reducing the amount of gift tax from Rs.
10,000f- to Rs, 5,000. My suggestion is
that the proposed amendment may not be
insisted upon.

SHRI LOBO PRABHU: | would like the
Finance Minister to look back upon her
own desire to remove disparity in income.
Is it her purpose by bringing in this measure
that the man should keep all his money
with him and give npothing and still reduce
disparity, If you want to reduce disparity
then cncourage gifts. The result of this
new measure is 10 reduce the total amount
ol revenue.  Therefore, in the interests of
revenue itself please go back to the old
nethod.

SHRI BENI SHANKER SHARMA:
This clause has u chequered history. when
the gift tax was first introduced, it was
Rs. 10,000/-; then it was reduced to Rs.
5,000/- and then again raised to Rs. 10,000/-,
MNow, you want to reduce it again to
Rs. 5,000/-, My friend, Shri Shiva Chandra
Jha has not understood the position with
regard to gift tax. It is a socialistic meas-
ure in a +mull way and should not be tamp-
cred with.

SHRIS. M. BANERIJEE : 1 support
Shri Shiva Chandra Jha's amendment.

17 Hrs.

SHR1 GANESH GHOSH : Mr. Spea-
%cr, Sir, the Gift Tax as it has been proposed
by the Prime Minister is a subtle contrivance
1o zive big concessions to the moneyed people
1 big capitalists. Almost everybody knows
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that the Gift Tax has been always a regular
weapon in the hands of the big capitalists to
evade taxes.

Under the poroposed Gift tax, if a
capitalist or a very rich man gives Rs. 5 lakhs
out of his income as a gift, he can evade
about Rs. 3, 90, 000 tax, pay a small sum of
only Rs. 1,06,000 as Gift Tax and thus cheat
the public exchequer of about Rs. 2,80,000.
I have calculated all this. After all, who can
give gifts of Rs. 20,000 or Rs. 50,000 or gifts
valued at Rs. 1 lakh? Certainly not an
ordinary or common man. Only very rich
men or big capitalists can make such gifts.
Therce cannot be any reason not to suspect
that such gifts involving such huge amounts
are made to evade taxes only. We have
very bitter expericnce how lands were made
‘benami’ when land ceilings were fixed.
No big capitalist would give gifts of huge
amounts unless he wants to cvade taxes.

The proposed system of Gift Tax is
only another form of legalising tax-evasion.
One can understand a gift of a few thousand
rupees to onc’s needy relatives and friends.
But those who give gifts to the extent of
lakhs of rupees do so only to evade
taxes. The budget proposals once again
convincingly prove that the policy of the
present Government does not budge an inch
from the earlier stand of boosting the big
business while poor man’s essentlal commo-
ditles arc taxed with Shylock’s mentality.
Even baby foods have not escaped taxation
resulting in rise of their prices.

The generosity shown to the richer
sections of the society has no justification
whatsoever in the present sftuation. Unless
the Government accept the amendments
that I have proposed, all talk of ending in-
equality as is often professed is meaningless
because the concessions given by the
Government to the finance sharks have been
the major cause of growing inequality in
our country.

SHRIMATI INDIRA GANDHI
If T may start with the last speaker first,
1 am sorry to say I have not fully understood
what he was saying. We have actually
lowered the exemption limit for giving gifts.
I bave not much to say. Here again, it is
question of a fundamental difference with

some hon. Members. We do not want to

stop people giving gifts. But we feel if the ¥
have the ability to give such large

gifts, then they also have the ability

to give a little extra  which can

b used for the many who do not

have the abllity to give gifts and who

do not have the ability to have sufficient for
their daily needs. This is the purpose of
this tax as of any other taxes. Then, the

hon. Member, Shri Lobo Prabhu, has made
a very useful suggestion for next year's

budget which I shall keep in mind.

MR. SPEAKER : Now, I put all the
Amendments together to the vote of the
House.

Amendments Nos. 9, 76, 135, to 144, 690 and
715 to 720 were put and negatived.

MR. SPEAKER : The question is:

“That clause 27 stand part of the
Bill".

The motion was adopted.

Ciause 27 was added to the Bill
Clauses 28 to 31

MR. SPEAKER : Now | am goning
to put all the rest of the clauses together.

SHRI KANWAR LAL GUPTA:
We want discussion on clause 32 which is
the most important clause.

SHRI SURENDRANATH DWIVE-
DY (Kendrapara) : For which we arc all

sitting here.

MR. SPEAKER : This morning we
decided to apply sguillotine at 4 -30 and it
is alrcady 5 p.m. now. But, if you are
prepared to reduce the time for the Third
Reading, I can take up clause 32. There
is absolutely no amendment to clause 28
and for 39 therc is Mr. Jha’s amendmem
and I hope heis not pressingit. So Ican
pass on to clauses 30 and 31.

Now the question is:

“That clauses 28, 29 30 and 31 stand
part of the Bill”.

The motion was adopted.

Clauses 28, 29, 30 and 31 were added
to the Bill.
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Clanse 32.—(Amendement of Act 1 of 1944)
SHRI KANWAR LAL GUPTA : I beg

to move*:-

Page 29,—

omit lines 26 to 29, (10)
Page 29, line 32,

omit “COCOA POWDER". (11)
Page 30,—

omit lines 9 to 18. (12)
Page 30,—

omit line 26.(13)
Page 30,—

omit lines 29 to 33, (14)
Page 31,—

omit lines 1 to 37. (15)
Pasc 32—

omit lines 1 to 34, (16)
Page 33,—

omit lines 9 and 10 (17)
Page 36,—

omit lines 1 and 2. (18)

SHRI 8. S. KOTHARI : I beg to move:*
Pages 31 and 32,—

omit lines 23 to 37 and 1 to 24, res-
pectively. (35)

Page 32,
omit lincs 29 10 32. (36)
Page 35,
omit lines 1 1o 3. (37)
SHRI SHIVA CHANDRA JHA : I beg

to move:*

Page 29, line 27—

JSor “thirty" substitute “Twenty" (148)
Page 29, line 28,——

Jor “Fifteen™ substitute “Ten" (149)
Page 30, line 4,—

Jfor “Eighty™ substitute *“Ninety™ (150)
Page 30, line 9,——

Jor “Ten" substitute “Twenty” (151)
Page 30, line 11,—
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Sor “Ten” substitute “Twenty” (152)
Page 30, line 13,——

for “Eighty" substitute *Ninety" (153)
Page 30, line 21,—

Jor “Ten™ substiture “Twenty™ (154)
Page 30, line 29,—

Jor “Ten" substitute “Twenty"” (155)
Page 30, line 34—

Sor “Ten" substitute “Twenty" (156)
Page 31, line 4,——

Sfor “Eighty-five” substiture “Ninely™

(157)
Page 31, line 7,—

for “Ten™ substitute “Twenty” (158)
Page 31, lines 30 and 31—
substitute—

Jor  “two  rupees”

“fifty paise” (159)

Page 32, lines 1to 3,—
for **One rupec and twenty-five paise”
substitute  “forty paise” (160)
Page 32, line 12,—
for “Ten” substitute “‘Five" (161)
Page 32, line 27,—
for “One hundred and fifty*" substitute—
“three hundred” (162)
Page 32, line 30,—
Sfor*Seven

hundred and twenty”

dred”(163)

bsti “Five h
Page 32, line 34—

for “Ten™ substitute “Twenty™ (164)
Page 33, line 3,—

for “Ten™ substitute “Twenty" (165)
Page 33, line 10—

Sor “Ten™ substitute ““Twenty™ (166)
Page 33, line 13 and 14,—

*Moved with the recommendation of the President.
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Jor “three hundred rupees' substitute

“Three hundred and fifty rupees”
(167)

Page 33, line 24,——
for “Ten” substitute *“Twenty” (168)
Page 33, line 28,——

for “Tweaty-five” substitute “Thirty”
(169)
Page 34,

for “Twemty-five” substitute *“Thirty”
(170)

Page 34, linc 10,——

line 7,—

Sfor “Twenty-five" substitute “Thirty"
{17

Page 34, line 13, - —

for “Twenty-five™ substitute *Thirty”
(712)

Page 34, line 17,——

Jor “Twenty" substitute
(173)

Page 34, line 20—

for “Twenty-five” substitute “Thirty”
(174)

Page 34, line 23,——

“Thirty"

Sor “Twenty-five" substiture “Thirly”
(175)

Page 34, line 27,——

for “Four" substitute *Five" (176)
Page 34, line 30,—

JSor “Foriy™ substitute “Sixty™ (177)
Page 34, line 31,—

Sor “Forty” substitute “Sixty" (178)
Page 34, line 32—

Sfor “Fifty” substitute  *Seventy-
five™ (179)

Page 35, line 3,—

for “Ten" substitute “Thirty” (180)
Page 35, line 37,—

for “Ten" substitute “Twenty" (181)
Page 36, line 1,—

Sor “Ten™ substitute “Twenty” (182)
Page 36, line 3,—

for “Ten" substitute” “Twenty" (183)
Page 36, line 11,—

Sor “Ten™ substitute “Twenty"” (184)
Pagt 36, line 24,—

Sfor “Ten" substitute “Twenty (185)
SHRILOBO PRABHU: I beg to move:*
Page 30,—

omit lines 19 to 35. (329)
Page 31, line 4,—

for “Eighty-five”, substitute “Fifty”.
(330)
Page 31, lines 30 and 31—

Jor ‘'two rupees”, substitute “rupec
onc and paise fifty” (331)
Page 33—

omit lines 11 to 19. (332)

Page 34 —

omit lines 10 to 25. (333)
Page 35—

amit lines 25 to 34, (334)
Page 36,

omit lines 3 to 10. (335)

SHRI D, N. PATODIA: I beg to move:*
Pages 29 to 32,—

omit lines 26 to 34, 1to 35, 1to 37 and
1 to 24, respectively. (499)

Pages 32 and 33,—

omit lines 29 to 34 and 1 to 19, res-
pectively. (501)

Page 33,—
omit lines 26 to 28. (502)
Pages 34 and 35—

omit lines 4 to 33 and | to 24 respec-
tively. (503)

Pages 35 and 36,—
amit lines 35 to 38 and 1 to 29. (504)

SHRI S. M. BANERIJEE: I beg to move:*
Page 30—

*Moved with the recommendation of the President.
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[Shri S. M. Banerjee]
omit lines 26 to 28. (577)

Page 30—
omit lines 34 und 35, (578)

SHR1 P. M. MEHTA (Bhavnagar):
1 beg to move*:
Page 34, line 3,—
add at the end—

‘and after the words “‘skelp und
strips™ the words “but excluding
plates and sheets mentioned in (C)”
shall be added’. (588)
Page 34~
after line 3, inseri—

*(¢) after sub-itcm (v), the following sub-
item shall be inserted, namecly:—

“(vi) Plates and sheets Five  hundred
ordinarily used amd fifty rupees

for manufacture per metric tonne.

of metal con-
tainers intended
for packaging of
goods for salc
including casks,
drums, cans,
boxes, gas
cylinders,  and
pressure contain-
crs. but exclu-
ding collapsible
tubular containcrs
made of alumi-
nium". (589)

Page 34, line 27,—
for “Four™ substitwe  “Sx”,  (590)

SHR1 OM PRAKASH TYAGI! (Mora-
dabad) : I beg to move*:

Page 33—

omit lines 23 to 25, (618)
Page M, —

omit lines 26 10 28. (619)
Page 32—

gfter line 32, insert—
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‘(viia) In Item No. 7, for the entry
in the third column, the
entry “Two hundred and
five rupces and twenty-five
paise per kilomitre at fifteen
degrees of Cenptigrade thermo-
meter,” shall be substituted’.
(627)

oft WA ST A © weAw WA, AN
AT AT F A WA AL 10 &
1877 TG AU § | M g § |
G FEAT TR § % e Wl w@wan
F =, S, Fa, fEad, s,
T a9 =19 97 T w0 A7 T W/
#Y oz § g AT § | T 9% F5 5
S Fef a4t & AfFw § S FE
£ fF amame & 97 7 36, 15 7@
FAHT AT A 7 I TE £ ) qE
ot § Fifx 70T AT TAT T/ F
ATEHY SRR I § | IR AT A
ar FEY A e A Fma S
T gE & | g A AT ST FH
g %1 aftomw g7 g fr faeet o
vl § 7 wfeer-snfgen @ &
AT AT srer HTA T GAEAT F
wEA-aT @1 @ &, % ¥ fafgz &
7 & &, a=h F¢ & & | oforw 7
% fom St oY o aqrd 8, 9% Frea
FY £ F FTOT IAF IR T TE
WX MR dEEdw F1 gEdE EE
g | zagr afeomy g g fe e
T wreT @ Afe sprer A/ e
WA 7t a|T | gafee § =TEar
g 7 TR & FIT S e §, SR
s T g, Tg & @ W §, sEEr
7 g1 Ffgw |

ST =TT HY AT I FE— T FAT
1 7y 5 7o a=f ok gEt feer Y,
ST TG A AR A T

*Moved with the reccommendation of the President.
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fe a=ft 817 &, dfen St &) e
TR { A I w9 s A=
TR § & @i &, aeq area i
w0 &, gu% w7 For gfg &
TR T F 20-25 T F Al
IEH 0T g FEA £ |

T @ § Fr F oawe o 3fg
WAF | A FEd T iy 7w
W A A ow § evdvan W
&, 9 1 w17 o7 A9z frw 2, EvE
few ot f1F F 3maY @15 § 79 &,
g o Tvie mew £, S AFanT
oAt 2, oy sy fawwr 9@ £
FAHT BHA AV AT F ME F | e
HERH, NF A T HAT F 373
5 94 g T 7o, we off FmA
T fY, w9 o1 savEr AEr A F

3T 798 & fFaEt F o svE s
&g A faar o fFamEt w1 G99 |,
wEt 7 feaE dwd F ud o7 sarar
feama g0t | § sfas 7 %7 &+, wifE
ug et %7 FETe FE 8, afs wur 5=
a1gt & f At F1 = 7w, geam
au & safaAar 1 e faw, d & =g
foF o &9 wzro | sl fRaEt &1 FreEt
7 15 sfama afg g€ 2 ot &= w2
# & oY afg iy 1 s s wE
|t & f whET #1 e fAe, a1 A
g fof @ & A 9T AT  aE
W g1 Tfge 1 w1 A 9, et
qT, TLEE qET & FI7 TAT IR
FHT grt =rfen 1 gf, 1 S0 EE
§, 7% IUT A A q9T 97 O 2
Fifs 2w %1 g Tfge aifs T
SR T ®9 g1 o | qfE Tyw w
i ey £ EA A § AT gE
9 ¥ 9 ¥ ag wR § a1 I
g WX E & oS
AT AT ¢ A AT & AR e

177 %o T & | ofcor 7g grm fe
T foear ot 4@ IEE e 68
WTEH | gafoT e wENw, & www
Het & fragm w%w fr - fe
T T I IR an }, a
M & € A I A

SHR1 SURENDRANATH DWIVEDY-

rose- -

MR, SPEAKER : Mr. Dwivedy, let us go
serial-wise, according to the amendments
moved., Shri Kothari.

SHRI S. S. KOTHARI : Sir, the excise
duty on sugar, tea and other items impinge
upon the common man and it will adversely
affect his standard of living. 1 would submit
that fresh cxcise duty should be levied on
the luxuryitems only and excise duty should
not be increased on articles of common
use. 1 would suggest to the Prime Minister
that a moratorium should be imposed on the
total quantum of excise duty. The total
excise duty is now Rs. 1800 crores. Let
us impose & limit that these shall not exceed
Rs. 1900 or Rs. 2000 crores. There may be
internal adjustments between these duties
but the total quantum should not increase
beyond this figure. We may impose such
a moratorium so that the standards of
living of the common people are not
adversely affected. 1 endorse what my
hon. friend (Shri Kanwar Lal Gupta) has
said regarding the excise duly op sugar, tea
and certain other items of mass consump-
tion. They should, I suggest, be reduced or
removed. Thank you.

it fre wex W 2 W WEYET, TR
wg 7@ R e o e g Mg
foms & ST oY o orreft &, Wy oY
ardt &, e ot & A gEd fent
¥ § I ATH IAAT 9¢ AW THWT |
wemw wgvEa, ag Wit g & fis fawelt
H AT & g @ a5 S 0 a1
gt & 1 Tt a7 st wE gwe sawd
qT T¥ qLwHT g7 At & 1 gt aw e
Y ¥ fAo q@ Ao fro ¥ W H
foraar qEar 2 1 sy vy § fe o
¥ faq o ww faa dfwg ot W
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[ st farawar mr |

faw sl | oY e @ S we
& 1 rewm wEvEw, afs g 32(1)
® oY &% 991 @Y 8— IWH 30 THe
TEATETH HIT 50 T7HE TSTATH #——
I WAL WEHE et & fF agm &
fgg & 30 T W WX 20 @
e ST 50 TE FY T 109%
#z T WY | gEE W S @ A
0, e ST ST 7 S R
AT ATTH WIS ¥ 99 9T ATAT |
A A TF AW ATEW & AT o AT
&F HorowE #1902 )

S g g Im A fifag 1 9 &
watfeetd Tet oo e fa fafae
I 9%, S @9 #T FEH AH
IH 9¢ 70 §¥ 97 ffenny & feam @
TR 92T FG AT E | 70 G61 #Y
g AT guA & fF 50 0% FT famr
w1T | ‘A GEfen 2 v & oe
‘gaT 9% S faar ow | 9w, e
#geg, OET 9w § St fF g2 e aw
Fog@ T 2| &% T, THAT FEEr 4
gH 7 WG AfF 1941 ¥ 994 # |WH
# T SR8’ wgd § A9 fr W
1 e FI& IAF]T ATGT T LT | AT
fogmm & fFelt 7 feft &7 & ot
APE FT THAT &, AT I ¥ Frfow
I FAM | TWIAC I 92 {7 417 777
A §——re twhfew g =i a7 faar-
wTH A1 FG SUTET & 9T g |

G¥e & F At | amw 1. 25 &9
@ g S o g AT ogEE g e
IAET AT 40 G T |

ez & 9T AU 10 9@ Te-
arrw o fe ggdt Wi fa argw fagw
"""" a9 ‘geie &' fwwr ¥ F
AT § F 29 97T %1 s T 5 9T
&z hag | AT 39 WRY § fv toEe
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® Afeew 70 ¥ fag @ feww
¥ iidwer § o &
v o 7 g

T R A A = &, s AR,
IS 32 TEENW 6 9T W@l 9T faar —

wE faw & &9 32 9T argEw
T 6 30 WHIC § :
“In item No. 4 under “II. Manu-
factured tobacco.”, for the entry in the
third column against sub-item (2) the

entry ‘One hundred and fifty per cent
ad valorem shall be substituted.”.

TH AT ¥ 9qW A1 q4q7 faq g
sfraefY Efewr widt T = Aot 3
F1 AT AW F Srfew & 2 A ady
quTT LN &, FTLOT A AT AT FT W E
A7 zafa & SO wEEA gTU W
150 9THe TETATT & I I 300 T
#¢ Ta Al gedi=qz &<4 &1 gae
feam & 1 ey o1 W geat qX RIS
F1 AT oY afus T AT =TfEw
faqe av 78 wiw & fr o sfaw &
AGHTE. FT AT ITEC | ATHIEATT
faie 5 G3e & at & o fam 7 q@
FaeTaT fF IWH aga @ @3 7 § e
qge gl 9 30 G¥ &7 ferar 9, @@
9 35 97 F1 faw @ 21 A AT
frarc g fr folie g e oY sfas v
faer o s FadiEt &1 9T 59 30
i gfee & &% sowr wvigw faar
o aiT &Y & fF 150 % 9wg 300
| T |

ZHT T1g 9% FIHT F1 ATEH T=T
6 # = F o 7 faar &

“(vii) In item No. 6 flor the entry in the
third column the entry *Seven hundred
and twenty rupees per kilolitre at 15
degress Centigrade of thermometer’
shall be substituted.”
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#Y I UF GOET GO FW H
#7 gATT 27 gT ¥ 500 TAT 0 fFA-
e 1 #Y wiww &7 &) "eT fore
v gfg arg EF qgmad, @ wifg @
TEFT T AW IYWIFATRT T =,
wfasio 9T 9T 929 S fF a9 gra
WL & § | /Y Tq FT AT q9F
STQT | 3T A1 #7 gy agrar e
AT T WL LAY FT GTEAT FEAT
& | gafar ¥ dwieT & R oag
aT ®1 @@ w97 fFAEsER ge
fewdlm foim smw §Re gwiHRY
31 500 %90 & geedt=yz F fagr @y o

fadfes ws 9T &9 &Y ww 9%
& T S NEAE § qg O &Y & | 3+
€ ¥ gEdr W@ & WY AIEEH §,
T® T U S & AT qTOW T q@ &
ot "raa enfe §, 9% FAT afz &mw
3wq &7 WL ofusw @y & a7 9w A
afaa wEf § wifs a8 A9 F9 &
wFaEE g § | a2 T wHY W &
e & foo swmTe g aret faeme
T ®aT< annfz 1 qrn & afe s aga
FW &, 39 9 afe o qedt F@ & Ay
AR 999 F1E T@UT A § | AT T
TR @R amawmw 9 At fafew
FATE A1 0T qaF F w9 A v §
ag gy 7 gf, 97 9T arfge & fv &
T WIT F39T @Y A AT ot wgedy Fas
X AT AT T OFALT T A,
gafag 9= ST & a7 qORTC W
TRHIET & ST AR HT I Frwr
oy 7 T aifey, Ffg w9 s
& =¥ wifaw s ifge | Y e
| ¥ AR F Sy A7 'nee faw § S
T &TH A1 ¥ TE wet agEar fa=
A I @ FT F | RO
A framat & foaeed aw afy @
oY gt agr€ f § A wW A A
I T wW EAT Mgy a7 IEE fag

17 LSS/70—11

W 4% uF gwee faar § 0§ Sgm
fF ¥ o gugay o< faiw ST AW A
S dat GRS F
L H HH |

SHRI LOBO PRABHU: I'shall be very
brief. When you are imposing indirect
taxes, you have to trace them to those who
pay them, It happens that in the case of
these indirect taxes which have been imposed
in a sheltered market, the consumers face
them or they do not buy the thing at all.
So, as far as socialism goes, indirect taxes
are its antithesis.

I now come to the specific taxes which
are imposed.  On Sugar, the total impose is
about Rs. 79 crores, and on tea, it is Rs. 24
crores. On confectionary, which is really
a tax on children—I do not know why the
Prime Minister should think of this impost—
the tax is a minor amount of 55. [ would
like her to consider the taxes she is adding
on biscuits and pasteurised butter as taxes
on people who require thuse articles for
their little joys in life. I think to get this
mini amount a budget should not be
stretched so far.

I come to another big group of taxes
imposing on thess common people.
These are taxes on petroleum products.
It will surprise the House to know that we
pay a total amount of Rs. 600 crores taxes
on petroleum products; on Kerosene, which
is used by the poor, the tax paid is Rs. 114
crores; on refined diesel oil and vapourising
oil which is used again by buses which are
used by the poor people, the tax is Rs. 256
crores. 1 would like the Prime Minister to
consider whether when these taxes
were as high as they were, about Rs, 500
crores last year, there is any justification
to raise them by 20 per cent and make them
Rs. 600 crores,

About the other taxes, I do not think. I
shall have time to deal with. But I would
like to point out that many of these
taxes go back tothe primary producer. In
respect of sugar, the Prime Minister should
know that the prices have fallen in spite
of the tax. What does it mean? First of all,
the factories are cutting into their bones.
Today sugarcane is being burnt in the
Punjab because you put these taxes.
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[Shri Lobo Prabhu]

You have no right to put people to such
predicament.

1 would ask the Prime Minister to leave
these taxes alone. Let them remain at the
level they were last year because that would
be the least they should do to be consistent
with the claim to soclalism.

SHRI PILOO MODY: I cannot under-
stand what socialism has got against sani-
taryware.

SHRI D. N. PATODIA: We are con-
fronted with increasing shortages and
rising prices. In such a situation, we are
totally opposed to any such  mcasure
which will increase the prices further. It
would, in our opinion, be absurd to suggest
that rny measure which is likely to collect
an additional revenue of Ras. 130 crores
will not Increase prices, particularly when
the price increasea will be in respect of
commodities mostly used by the common
poople.

What are the items? Sugur, aluminium,
petroleum products, tea, acruted waters,
preserved food, coffee etc. Can znybody
suggest these are items not used by the
common people? 90 per cent of them are
used by the common people. On the
one hand, we are facing a crisia of un-
employment; people do not get employment
and their savings are shrinking ind onthe
other, we are creating conditions for the
cost of living 1o go higher and higher, This
isa very anomalous situtation.

And what is the use to which these addi-
vional revenue collections of Rs. 130 crores
and other taxes arc put. Most of it is used up
to meet rising administrative expenditure
and covering the losses of the public sector.
This is not the way of laxing the common
man. This is not the way to accclerate
development. Excise duties are being
increased from year to year. It is high
time wo stopped this and saw to it that
measures which are going to increase the
prices of commodities used by the common
man were not adopted. Therefore,
all these excise duties imposed upon
items consumed by the common man
should be withdrawn.

st ®o WYo wANW : wegw ARIEA,
& qo¥ AW Ho 577 ¥ AFT 582
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7% 9T Ao Agar g | f F A ®
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# agar § 6 SegEe ® #ewA
fadr | it Ay el & ag AT R
A3 w1 ¢ v 715w 26 & 29 aw snfe
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SHRI P. M. MEHTA (Bhavnagar): My
amendments arc simple and of a cons-
tructive nature. The purpose of these
amendments is to remove the hardships and
administrative difficulties crcated by the
imposition of excise duties on the containers.
Amendment 591 s for deletion of lines
3—10 on page 36, that is entry 46, My
amendment No. 590 is a mcasure to avoid
the adverse effect  created by amendment
No. 591. All these amendments are
interlinked amendments. 1 appreciate the
concession given by the Prime Minister to
the non-power factory; it is not adequate
and it does not touch even the fringe of the
problem. The problem is for small scale
units which use power and the definition
of a small-scale industry is an industry
having an investment of Rs,7-5 lakhs.
That is the accepted definition and special
care and attention is to be given to them.
The excise duty levied on tin container
should be dropped and the duty should be
levied as suggested in my amendmen's Nos.
589 to 591. I hope the Government will give
careful consideration to my amendments.

MR. SPEAKER : Shri Vajpayee.

SHRI BENI SHANKER SHARMA :
Sir, 1 am onc of the movers. If you allow
me I shall say a few words. [ want to say
simply this. The excise duty on tea and
sugar is going Lo affect mostly the common
man. 1 am thankful to the Prime Minister
for the litile mercies shown in reducing
excise duty on certain varities of tea but that
does not solve the problem. There will
be refund of excise duty on exports. It
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(Shri Beni Shankar Sharma]
is not going to help the producer or the con-
sumer. In the interest of small producers
and also the common man. 1 would request
her to reconsider the levy of excise duty on
tea. Biscuils are also becoming common
man's food. Tea and biscuits are taken by
them and so she should reconsider the
rate of excise duty on them.

SHRI SURENDRANATH DWIVEDY :
Although some small concessicn on tea
has been given, the Prime Minisier has not
agreed to the amendment omitling the in-
crease of excise duty on sugar. The whole
argument is like this; after the budget the
price of sugar had fallen. 1Is it an argu-
ment? Is it because additiona] duty had
been imposed, prices had come down?
It is well known that since 1948 there
has been a steep rise in the prices of sugar,
and necessarily the common man suffers.
The Prime Minister admits that this is
a temporary feature becouse of more
production and therefore, while concluding
she said that “however, we are keeping the
situation constantly under review”, which
means that there is no guarantee that the
present fall would continue and the prices
would not rise. Since this is the position,
1 would still plead with her, because, so
far as the additional revenue is con-
cemned, it is not much. But actually it seems
it will hit a large section of our population,
poor people  who use sugar. It is not a ques-
tion of what will happen to the sugar mills or
not. By omitting this, we are not altoge-
ther deleting or withdrawing the duties
that has been imposed before. This is
only with regard to the increased part of
it which is proposed in the Finance Bill
that we are asking. Let us not increase
at this moment. That is the only argument
by which we want that this clause should
be omitted altogether.

I hope that even at the last moment she
would agree to accept this amendment.
That is why I have concentrated on sugar,
There are other things also, but I think
sugar is most important so far as the people
are concerned, and, (Interruption) as the
hon. Member is saying, it is the sweetest
thing. Let her accept this amendment.

SHRI HIMATSINGKA : 1 support
the argumenis which Shri Dwivedy has
advanced. It stands to reason that if the
excise duty is increased, to that extent
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the prices will go up. 1 do not see how
anyone can suggest that in spite of the in-
crease in excise duty the prices will not
rise. It may be that the prices have fallen
from what they were previously because
the prices had gone up very much. This
year the production has becn very heavy,
much more than last year. Therefore,
prices have come down. But to the extent
that the excise duty has been increased the
prices have gone up. If the excise duty is
reduced, to that extent the prices will fall.

Similarly, the other amendment is ztcut
the motor spirit. The duly on motor
spirit has been increased. At pieseri, 72
paise per litre is the tax. Motor spirit is
being used by the scooter people, ricksha-
walas and others. Therefore, the conscquent
increased fares will affect the ccommon
man. So, at least on these two commedities,
sugar and motor spirit, the excise duty should
not be increased.

SHRI SURENDRANATH DWIVEDY :
Accept amendment 628,

SHRIMATI INDIRA GANDHI

Sir, 1 fully share the concern cf the House
for the common man, becasuc we know
that the difficulties in a developing econcmy
are very great.  But, as 1 said earlicr, there
are people who need some of these things,
but there is a very large group who arc
without the basic things and in order 0 help
the larger group which are deing without
some of the basic necessities, we have to
take from the other, and that is why we
have been compelled to have scme of the
taxes.

I think so far as sugar is concerned,
—(Interruption) An hon. Member : Amend
the Bill.

SHRIMATI INDIRA GANDHI : No;
it is not possible to have an amendment at
this stage of the Finance Bill; there are many
reasons. As the hon. Member, Shri Dwivedy
said, 1 did say on Friday that we would keep
the position under review. He said that
there is no revenue; whereas the total addi-
tional revenue is Rs. 28 -40 crores. (Interrup-
tion).

SHRI SURENDRANATH DWIVEDY :

By the additional impost, you are getting
Rs. 28-40 crores ? (Inserruption).
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SHRIMATI INDIRA GANDHI
Out of that, Rs. 83 crores go to the States,
What I said is, we have given complete
exemption as 1 said earlier, for many items
such as infant food, deshighee, and certain
other products.

To come back to sugar, I have said that
we would keep a watch on the situation.
For example, if the free market sugar prices
rise significantly, we could consider some
adjustmtnts of duty at that time. With
regard to rise in prices, first the people said
they are going up. Now they have admit-
ted that they are going down, but for different
reasons. Our information is that as a
result of the taxation proposals, the increase
in prices has been 0 ‘6 per cent. But the over-
all increase of other items as well which
are not taxed is 1 percent. We all know
how a lot of people put up the prices even
when their goods are not touched by taxation
proposals. We had the example on the very
day the budget was presented with regard
to petrol. This is so with regard to many
other items which are not touched by the
taxation proposals. This is not something
for which Government can be responsible.
The responsibilty is of the traders and others
who put up the prices.

st ofr T (T9) : TR faer
g

SHRIMATI INDIRA GANDHI : The
prices of many things have gone up, which
have nothing to do with taxes.

As hon. members know if it is decided
to reduce the duty in any way, it can be done
by appropriate exemption through a noti-
fication under the central excise rules. It
does not require any amend. t of the
Finance Bill.

SHRI SURENDRANATH DWIVEDY :
If that power is there, you can as well do
away with this.

SHRIMATI INDIRA GANDHI : 1
have already mentioned about what we
have done for tea and so on. We have
reduced the duties on all those items
which touch the very poorer sections. It
is true that the lower middle-class is affected
and many people living in the cities are
affected. As I said when we see the over
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all picture of the Indian people, we have
to consider the necessities of the very larger
number who are not 1touched by these
duties and who are very greatly in need
of many services which we cannot provide
unless we are able to mobilise the resources.
(Interruptions).

SHRI KAMALNAYAN BAJAJ : Will
you be able to reach the poor ?

SHRIMATI INDIRA GANDHI : We
are trying and certainly we are going to reach
them. May be we cannot reach every one
of them immediately. But we are certainly
going to reach them within a very short
time. But we can only do it as we raise
resources. Hon. members opposite have
throughout been resisting mobilisation of
resources even from the cxceedingly rich
people, those whose income is Rs. 15,000
to Rs. 25,000. Let us see all these matters
in the proper perspective.

SHRI PILOO MODY : The Prime Minis-
ter has been persistingly resisting mobilisa-
tion of resources from the public sector.

L L O R
ATT T F AT G € | INE A9
T A Few ¥ AW TweE
g &, A 9T § 6 avw oY awi F gy
faar smg

SHRIMATI INDIRA GANDHI : We
have reduced them. It is not possible to
separate books. One does not know what
is inside the parcel until it is opened.

it wT ww o & SR § fE
TF ¥ qgT ¥ g2 fifore

SHRIMATI INDIRA GANDHI : We
have reduced it.

For these reasons, the amendments
are not acceptable,

SHRI SURENDRANATH DWIVEDY :
Amendment No. 628 may be put separately.

MR. SPEAKER : Amendments Nos. 628
and 10 are identical.
oft wae ww oy oaTe Ay off
H Fvedz ¥ difog, wifs 30 A
T whvEHT ow ]
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MR. SPEAKER : That is coming earlier.
If it is passed or rejected, the other one
cannot be brought.

SHRI §. M. BANERIEE : Amendment
MNo. 577 may be put separately.

SHRI SHIVA CHANDRA JHA :
Amendments Nos. 148 and 149 may be
put separately.

MR. SPEAKER : The question is @
Page 29, -— omit lines 26 1o 29 (10)

The Lok Sabha Divided
Division No. 33] [17-58 hrs.
AYES
Amin, Shri R. X.
Badrudduja, Shri
Bajaj, Shri Kamalnayan
Barua, Shri Hem
Brij Bhushan Lal, Shri
Dar, Shri Abdul Ghani

Dass, Shri C.
Deo. Shri K. P. Singh

Deo, Shri P. K.

Deo, Shri R. R. Singh

Desai, Shri Morarji

Devgun, Shri Hardayal
Dhrangadhra, Shri Sriraj Meghrajji
Dwivedy, Shri  Surcndranath
Esthose, Shri P.P.

Fernandes, Shri George
Gayatri Devi, Shrimati
Gopalan, Shrimati Susecla
Gowda, Shri M. H.'

Goyal, Shri Shri Chand
Gudadinni, Shri B. K.

Guha, Shri Samar

Gupta, Shri Kanwar Lal
Gupta, Shri Ram Kishan
Hari Krishna, Shri

Hazarika, Shri J. N.
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Himatsingka, Shri

Jha, Shri Shiva Chandra
*Kamala Kumari, Kumari
Kandappan, Shri 8.
Kedaria, Shri C. M.
fKothari, Shri §. S.
Kuushik, Shri K. M.
Kripalani, Shri J. B,
Keripalani, Shrimati Sucheta
Kundu, Shri S,

Kunte, Shri Dattatraya
Limaye, Shri Madhu
1.obo Prabhu, Shri
Madhok, Shri Bal Raj
Mangalathumadam, Shri
Masuriya Din, Shri
Meena, Shri Meetha Lal
Mehta, Shri Asoka

Mehta. Shri, P, M.

Mody, Shri Piloo
Mohamed Tmam, Shri J.
Mohan Swarup, Shri
Mohinder Kaur, Shrimati
Mrityunjay Prasad. Shri
Mukerjee, Shrimati Sharda
Murti. Shri, M. S.
Naghnoor. Shri M. N.
Naidu, Shri Chengalraya
Naik, Shri G. C.

Naik, Shri R. V.

Nair, Shri Vasudevan
Nath Pai, Shri

Mayar, Shrimati Shakuntia
Nayar, Dr. Sushila

Nihal Singh, Shri
Padmavati Devi, Shrimati
Pandey, Shri Vishwa Nath
Parmar, Shri Bhaljibhai

Frm
S

*Wrongly voted for AYES.

tHe voted by mistake from a wrongseat and informed the Speaker accordingly.
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Patel, Shri Manubhai

Patel Shri N. N.
Patil Shri N. R.

Patil Shri, S. K.

Prtodic \Sh D.N.
Poonaciz, Shri C. M.
Rajasckharan, Shri

Raju, Shri D. B.

Ram Subhag Singh, Dr.
Renjert Singh, Shri
Riy, Slui R b.

Reddy, Shri N. Sanjiva
Satya Narain Singh, Shri
Sen, Shri P, G.
Sethuraman, Shri N,
Shah. Shrimati Javaben
Shali, Shri Shantilal
Sbah, Shri T. P.
Sharma. Shri Beni Shanker
Sharma, Shri Ram Aviur
Shastri, Shni Ramavatar
Sheo Narain, Shri

Singh, Shri J. B,

Sinha, Shrimati Tarkeshwari
Solanki, Shri 5. M.
Somani, Shri N. K.

Sondhi, Shri M. L.
Tapuriah, Shri S. K.

Tyagi, Shri Om Prakash
Umanati, Shri
Venkatasubbaiah, Shri P.
Viswambharan, Shri P,
Vishwanatham, Shri Tenncti

NOES
Achal Singh, Shri
Aga, Shri Ahmed
Abirwar, Shri Nathu Ram

Ahmed, Dr, I.

Ahnd, Shii F. A,
Awadesh Chandra Suugh, Shri

Azad, Shri Bhagwat Jha
Bajpai, Shri Vidy: Dhar
Boruz, Shti B dabiata
Burui, Sk, R.

B.sum.turi, Shri

Baswant, Shri

Bhakt Darshan, Shri
Bhandar. , Sh: R. D.

Bhi..u Pr k.l 8:.gl, Shr,
Bhargava, Shri B. N.

Bist, Shri J. B. S.

Bolra, Shri Onkarlal
Burman, Siri Kirit Bikram Db
Chanda, Shri Anil K.
Chanda, Shrimati Jyotsna
Chandrika Prasad, Shri
Chatterji, Shn Krishna Kumear
Chaturvedi. Shri R, L.
Chaudhary, Shri Nit'raj Singh
Chavan, Shri D. R.
Chavan, Shri Y.B.
Choudhary, Shri Valmiki
Dalbir Singh, Shri

Dameni, Shri S. R.
D:oghare, Shri N, R.

D .shmukh, Shri B. D.

D shmukh, Shri K. G.
Dhuleshwar Meena, Shri
Dnesh Singh, Shri

Dixit, Shri G. C.

Dwivedi, Shri Nageshwar
Ering, Shri D.

Gajraj Singh Rao, Shri
Gandhi, Shrimati Indira
Ganesh, Shri K. R.

Ganga D vi, Shrimati
Garcha, Shri D.vinder Singn
Gautam, Slri C. D.
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Gavit, Shri Tukaram
Ghosh, Shri Parimal
Girja Kumari, Shrimati
Govind Das, Dr.
Hajarnawis, Shri
Hanumanthaiya, Shri
Heerji Bhai, Shri
Hem Raj, Shri

Jadhav, Shri Tulshidas
Jagjiwan Ram, Shri
Jamir, Shri S. C.
Jamna Lal, Shri
Kamble, Shri

Karan Singh, Dr.
Kasture, Shri A. S.
Kesri, Shri Sitaram
Khan, Shri M. A.
Khanna, Shri P. K.
Kinder Lal, Shri
Kisku, Shri A, K.
Kotoki, Shri Liladhar
Krishna, Shri M. R.
Krishnan, Shri G. Y.
Kureel, Shri B. N.
Kushok Bakula, Shri
Lakshmikanthamma, Shrimati

Lalit Sen, Shri
Laskar, Shri N. R.

Laxmi Bai, Shrimati

Lutfal Haque, Shri

Mahadeva Prasad, Dr,
Mahajan, Shri Vikram Chand
Mahajan, Shri Yadav Shivram
Maharaj Singh, Shri

Mahida, Shri Narendra Singh
Maehishi, Dr. Sarojini
Mandai, Dr. P.

Menon, Shri Govinda
Minimata Agam  Dass Guru, Shrimati
Mishra, Shri G. S.
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Misra, Shri 8. N.

. Mohammad Ismail, Shri

Mohammad Yusuf, Shri
Mohsin, Shri

Mukne, Shri Yeshwantrao
Nanda, Shri

Oraon, Shri Kartik
Pahadia, Shri Jagannath
Palchaudhuri, Shrimati 1la
Pant, Shri K. C.

Paokai Haokip, Shri
Pratap Singh, Shri
Parthasarathy, Shri

Patel, Shri Manibhai, J,
Patil, Shri Anantrao

Patil, Shri Deorao

Patil Shri\S. D.

Patil, Shri T. A.

Qureshi, Shri Mohd. Shaffi
Radhabai, Shrimati B.
Raghu Ramaiah, Shri
Rajni Devi, Shrimati
Ram, Shri T.

Ram Dhan, Shri

Ram Sewak, Shri

Ram Swarup, Shri

Ramshekhar Prasad Singh, Shri
Rana, Shri M. B.

Randhir Singh, Shri
Rao, Shri Jaganath
Rao, Dr. K. L.

Rao, Shri K. Narayana
Rao, Shri Muthyal
Rao, Shri J. Ramapathi
Rao, Shri Thirumala
Raut, Shri Bhola
Reddi, Shri G. S.
Reddy, Shri Surender
Roy, Shri Bishwanath

Roy, Shrimati Uma
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Sadhu Ram, Shri

Saha, Dr. S. K.

Saigal, Shri A. S.

Sait, Shri Ebrahim Sulaiman
Saleem, Shri M. Yunus
Salve, Shri N. K. P.
Sanghi, Shri N. K.
Sankata Prasad, Dr.

Sant Bux Singh, Shri
Savitri Shyam, Shrimati
Sayeed, Shri P. M.

Sayyad Ali, Shri

Sen, Shri Dwaipayan
Sethi, Shri P. C.

Shah, Shri Manabendra
Shambhu Nath, Shri
Shankaranand, Shri B.
Sharma, Shri Madhoram
Sharma, Shri Naval Kishore
Shashi Ranjan, Shri
Shastri, Shri Biswanarayan
Shastri. Shri Ramanand
Shastri, Shri Sheopujan
Sher Singh, Shri

Shinde, Shri Annasahib
Shiv Chandika Prasad, Shri
Shukla, Shri 5. N.
Siddheshwar Prasad, Shri
*Singh, Shri D. N.

Sinha, Shri R, K.

Sinha, Shri Satya Narayan
Snatak, Shri Nar Deo
Sonavane, Shri
Sudarsanam, Shri M.
Sunder Lal, Shri

Surendra Pal Singh, Shri

Sursingh, Shri
Suryanarayana, Shri K.
Tarodekar, Shri V. B.
Thakur, Shri P. R,
Tiwary, Shri D. N,

Tula Ram, Shri

Uikey Shri M. G.

Ulaka, Shri Ramachandra
Verma, Shri Balgovind
Verma, Shri Prem Chand
Vyas, Shri Ramesh Chandra
Yadab, Shri N. P.
Yadav, Shri Chandra Jeet

MR. SPEAKER : The result t of the
division is: Ayes 97; Noes 173.

The Motion was Negatived.

it vy forwd (FA7) : deaw ATy,
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fead ahi a4
MR. SPEAKER : I now put amendments
Mos. 11 to 18 by Shri K. L. Gupta to vote.

Amendments Nos. 11 to 18 were pur
and negatived

MR. SPEAKER : I now put amendments
Nos. 35, 36, and 37 by Shri S. S. Kothari
10 vote,

Amendments Nos. 35 1o 37 were pwt
and negatived

MR. SPEAKER : I now put amendments
Nos. 148 to 185 by Shri Shiva Chandra Jha
to vote.

*Wrongly voted for NOES.

{The following Members also recorded their votes :
AYES : Sarvashri S. M. Baneme. K. Ramani, Ghayoor Ali Khan, H. Ajma

K.hlnl.ndD N.

NOES : Shri Raj Deo Singh and Kumlrl Kamala Kumari,
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[Mr. Spe ker]
Amendments Nos. 148 to 185 were
put and negatived

MR. SPEAKER : I now put amendments
Nos. 329 10 335 by Shri Lobo Prabhuto
vote.

Amendments Nos. 329 to 335 were put
and negatived

MR. SPEAKER : I ncw put amerc-
ments, Nos. 499, 501 to 504 by Shri D. N.
Patodia to vote.

Amcndments Nos. 499 & 501
were put ard negatived

MR. SPEAKER : 1 now put ! other
amendments by the hon. Mcmbueis 1o vote,

Amendments Nos. §77, 578, 588, to 590,
618, 619 and 627 were put and
negatived

MR. SPEAKER : The question is :

“That clause 32 stand pait of the Bill"
The Motion was adopited.

Clauses 32 was added to the  Bill.

Clauses 33 to 39 etc. etc,
18 brs.

MR. SPEAKER : Now, I am putting all
other clauses to volc.

1o 504

The question is :

“That Clauses 33 to 39, the Firsi Sche-
dule, the Second Schedule, Clause 1,
the Enacting Formula and the Title
- stand part of the Bill™.

The motion was  cdopted.

‘Clauses 33 to 39, the First  Schedle,
the Second Schedule, Clause 1, the En-
acting Formula and the Title were odded
to the Bill.

SHRIMATI INDIRA GANDHI : 1
move :

“That the Bill, as emended, be passed™
MR. SPEAKER : Motion moved :

“That the Bill, as amended, be passed”.
SHRI BAL RAJ MADHOK (South

Delhi) : Mr. Speaker, Sir, as was to be
i expectell, the Finance Bill is going to be:

passed and the seal is being put on anti-

people Budget brought forward by a Govern:
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ment

people.

which swears by the name of the

Here is the Budget and the Finarce
Bill which has raised the prices on the cammen
man's needs by 10 per cent during the two
menths and the impact on prices ir the deys
to come is going to be still more. The
result is that the comnion man for whom the
Prime Minister and the so-called sccislists---
they are not socialisis; they arc the Russian
stooges, more or less—talk so much is
going to suffer and is suffering. They have
no concern  for  the common men.
They are doing things whick i1c conuary ¢
the interesis of the conncr mer.

Even the Goverrment cmpleyae: whe
are the worst sufferers are not being given
any relief. The demand for an interim
relief which was vciced in this House by
almost all sections of the House has not
becn  accepted.  May  be, they ithink
that because they have a majority and
because they have the suppert of the Con'm-
unists and some other elemants, they can
carry on. But I want to warn them that the
people of this country cannot be deceived
for all times. You can deceive some people
for some time. You cannot deceive all
people for all times.

The impact of this Budget is poirg 10
be felt and it is alrcady beirg felt by the co-
mmon man. Therefore, the rom- sis is there.
You may not see. But the time it is
coming when the pemesis will come on to
your heads and the country will take revenge
for the =anti-people Budget that you
have breught fer ward in 1his Hevre,

SHRI N. K. P. SALVE (Betul): Mr.
Speaker, Sir, a closer look at the various
adverse comments made by the Opposition
Members, if made objectively, reveals only
one thing that the basic objections and
criticisms that have been made are out of
entirely defferent  political apd  socio-
economic philosphies that they subscribe
to.

With in the constrains of the resource
and the imperatives of the commitments and
the pledges, it was not possible, I consi-
der, to draw out a fiscal legislation to con-
template provisions as they are provided in
the Bill, which could be more prudeat,
more just and with greater financial finesse.
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Several things have been stated about
this Budget and the Finance Bill. Onc
aspect to which, 1 think, it is very nccessary
to draw the atiention of the House and the
Prime Minister is that in her Budget speech.
she stated that it was imperative and
necessary to expand the base of our tax
structure and also to augment the direct
tax revenues. But the proposals which
have been made are extremely inadequate.
They will neither expand the tux base nor
will augment the tax revenues, L may be
a futile  exercise to determine whether
India is the highest taxed nation or not.
It may not be necessary to consider whether
this  dubious distinction should be given
to India. It is  however, absolutely clear
by u study made by the staff of the
Internitional  Monetary Fund that India
stands  21st  amongst  the 52 developing
countrics in its tax-efforts.  This is because
our tax pattern is inflexible  and rather
inelestic. | submit it is very necessary to
dynamically revolutionise the entire  tax
pattern. | suggest we should switch on,
a4% 00N Us we ¢an to taxation of income on
the turn-pver basis or what is known s
the gross-receipt basis.

Shri Lobo Prabhu has stated that 93.5°7,
taxes have been levied and that if you damn
the  rich, the poor will also be damned,
I do not subscribe to that view. But |
do protest ugainst taxes being levied
93527 the highest marginal relief of taxa-
tion on personal incomes. This higher rate
is not going to affect the rich; not many
assessees belonging to the business houses
whom Dutt Committee has mentioned
would ever be affected by 93-5%, rate of
taxation. It is only the honest who will
be affected. 1 am not worried about
the rich. It is already written in the
gospel. It is  written in the Bible :

1t is easy for a camcl to pass through
the eye of a needlc than for the rich 1o
enter the kingdom of heaven.™

Thus, sir, entry into heaven is prohibited
for the rich. They are already damned in
the mext world. And we are entitled to
damned in this world via Tax Laws ?
Sir, ] am not going to shed any tear
for their predicament either in this world
or in the next world. My only submission
is that in the process we must not draw the

honest section of the society which in reality
is not rich and subject it to the highest rate
of taxation.

SHRI J. MOHAMED IMAM (Chitra-
durga): Sir, of all the Bills that are being
introduced in this House, the Finance Bill
is the most unwelcome Bill and also an
anti-social measure as pointed out by my
friend, Mr. Madhok, because it unfolds pains
and penalties in the form of additional
tuxation resulting in intense misery. This
has become an annual feature. Now,
year after year the burden of taxation is
increased and with the arrival of inflation
the people are groaning under the crushing
burden of taxation. This is not the end of
it The future alo is very dark and
gloomy because there are threats of further
Laxation,

The Prime Minister is pleased to state
that additional respurces must be found in
order to see that the country prospers.
She seems to believe that greater the tax
rate, the more the prosperity of the country
and the more the prosperity of the people.
I may state that no nution can tax itsell
to prosperity and that is one of the crudest
beliefs that can be entertuined. A socialists
government has been in charge and they
have been administering the country for the
last 20 years. The country is under a
socialistic programme. With what results,
Sir? Year by year taxes have been raised.
Year by year prices have gone up. Is
there any fleeting sense of prosperity to the
common man? Is there any flecting sense
of prosperity for the wage-carner or the
poor people? | may say, Sir, that year
after year we are subjectiog the poor people
to more and more taxation, There are
people who are under-fed, under-nourished
and under-clothed. | might mention that
people who have no estensible means of
living and who arc unemnloyed have bien
committing suicide. Just recently in the
State of Mysore in the ¢ity of Hubli one
mun threw both his children into a well und
he himself committed suicide in order
to escape the pangs of hunger. Such
things are going on throughout the country.
There are glaring instinces where people
have been selling their children und th's
is th: result of this 29 yeurs socialist'c rule.

The Prime Minister may succced in im-
posing more tixes. They muy succeed in
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destroying wealth, 1 may state they will
succeed omly in creating poverty. The
Prime Minister must taken the counsel of
the Pust and draw wisdom for the future.
The chief enemy and the grentest enemy of
mankind ‘s inflation. It is the greatest
enemy to the poor and the common man
but the Prime Minister 2nd the Government
hive been pliying fust with inflation.
What are the common c'uses of infl tion ?
The main causes of inflat’'on iire oven-t \xa-
tion, over-expenditure nnd deficit fin'ncing.
Regarding taxes, much has been sud
till now & we h-d a marathon sitting.
People have pleaded for reduct on of T xes.
The Income-tax rates are being raised.
In fact, we, on this side have often pleaded
that at least the exemption limit must be
raised to Rs. 7,500, but the Prime Minister,
in order to raise more funds has not agreed
to that suggestion. Do you consider, Sir,
that a man who gets Rs. 7,500 to be a rich
person? Can he be classified as rich? Under
this Bill T tax is proposed to be
increased on such persons. Will the
Finance Minister and the Prime Minister
say that a man who gets an income of Rs.
7,500 is rich, in these days of inflation?
Unfortunately, Sir, by these arbitrary
measures of raising the rates of Income-tax,
the productive capacity of the country will
go down, and there will be no incentive for
earning by increasing these taxes and they
will only be encouraging the evasion of
taxes.

I may just mention a few words about
the Gift Tax. About this Gift Tax, I am
not sure if there is any corresponding Act
existing in any other country in the world.
In fact, so far as I know , in many countries,
they encourage Gift and Charity, as was
pointed out by Mr. Dandekar. Here,
Sir, we want to penalise the man who
offers gift and who offers charity. Thisis
the most uncharitable Bill and 1 plead that
the sooner she abolishes and she abrogates
this Gift Teax act, the better it will be for
the country and many people will come
forward to donate for charitable purposes.

1 now come to indirect taxes. I think,
the Prime Minister has inflicted the most
unkindest cut on the poor man and the
poor wage carner by increasing the excise
duties on such commodities of daily require-
ments which are needed by the common man.
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And, Sir, the combined net effect of this
is that the prices of the articles of the com-
mon have gone up and it is the poor that are
to suffer.

Children will have to pay more for their
chocolates and their biscuits. We have
to pay more for our food, for the aerated
water, for cigarettes, for petrol. For all
these things we have got to pay more. This
is the effect of these indirect taxes. I
think, therefore, that this is the unkindest
Act and an anti-social measure.

Now I would like to say a word about
expenditure. The Government's over- ex-
penditure is responsible for inflation. Of
the total revenue that we get, over 75%
goes for manning of the civil servants and
Government servants, any very little is
left for the common man. All this ex-
penditure is put on the common man who
has to bear all this burden. You can
divide the people into two categories, tax
payers and tax consumers. The tax payers
form 75% and the tax-consumers form
only 10%. The greater the expenditure of
Government, the greater is the taxation.
The Prime Minister must see that she eff.cts
economy in administration. There must
be quality and not quantity, in adminis-
trative services.

Our public sector should work better,
What happens now is that our public
sector results in a loss of Rs, 125 crores
every year, If it is @& private sector, the
man who manages the industry will have to
bear the losses; but in the public sector,
the loss is thrown on the common man
and he has to pay for this huge loss, I
submit that it is this over-taxation and
this extra-expenditure and the deficit finen-
cing which pushes prices up and causes
inflation and the Prime Minister, I think,
must undertake measures of economy,
must reduce expenditure, and thus save the
people from further taxation in future,
Thank you,

MR. SPEAKER: There are only ten
minutes left. I can give you two minutes
each,

SHRI HIMATSINGKA (Gcddr) : Mr,
Speaker, Sir, the House will not mind
voting more taxes, But they fee] that a
large sums of money is being collected from
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the people and is being spent on adminis-
tration, Also it is being eaten up by a
large number of public sector undertakings
which are losing every year,

I bave got a report here which I have
got three days ago about the Heavy
Electricals (India) Ltd, Out of its capital
of Rs, 50 crores, it has ajready Jost Rs,
43,76 crores. Similarly, for M.AAM.C,, its
capital was Rs, 19 crores whereas it has
lost Rs, 21 crores,

Therefore, the money that is being col-
lected is being spent in this fashion., That
is why we fecl that the tax that is being
collected from the people is being misused,
Therefore, 1 feel that steps should be
taken to reduce the expenditure and ajso
to see that the public undertakings begin
to work properly and begin to give profits,
In that case, there will be no occasion to
increase the excise duty or to increase the
taxation, If our public undertakings are
going to give at least 100% of the money
invested, it will give at least Rs, 400 crores
every year and it will mern that a large
amount of taxes that is being imposed on
the proper and other sections of the people
can be avoided, The public chariteble
trusts heve been  deing 2 Jot of usefu]
work. Thercfore, T feel that attention
should be diverted to that so that this can
be saved.

MR, SPEAKER : I am going to call
only the names from the list given by the
Whip. I cannot go out of that. If you
have ajready submitted that, you should
stick to it, Shri Ahmed Agz I shall give
you only one minute,

SHRI AHMED AGA (Baramujja); I
would have not offer to sperk on the budget
at the third reading stage. My fear js
that it is true that this budget is going to
trke us towerds our goa] and most of the
speakers have accepted that, But the
budget is to be implemented by wvericus
persons at varjous levels in this country.

Therefore, it is possible that the budget
might not be implemented in the manner
or in the spirit in which we have adopted
this, ~ The grants which we have sanc-
tioned might not be utilised as expected by
Parliament,

All that the P..lamen: does is to s nc-
tion grants. Thesc are spent at various

levels by various agencies., Therefore, I
feel that it would be necessary for the
Government to issue some policy directives
also so that we can go anywhere near the
goal we desire to reach,

@ T T AW A W Ee Q4
g ot AT A T wet aw g
el 6 ) e Uy oy S a8
SO o er palae g 255

I mean to say that these twenty years period
is not too long a period for the transfor-
mation of society, But after twenty years of
planning and ajl that, if we do not know
why we are not any where near the goal,
then there is some thing definitely wrong
some where, What for are we sitting here ?
we are Tepresenting our constituencies,
When we are passing this budget, we have
to tell you that there is &8 great disparity
that still exists, There are still people who
are drawing more than a lakh or two of
rupees as their ation as company
directors, But 70% of the population
draw Rs, 19 as their monthly income,
There are monopolies in very essential com-
modities, Our future generation is not able
to get proper food and proper nutrition. I
want that Government should issue a policy
directives so that things do not go wrong,

MR, SPEAKER : There are very im-
portant speakers waiting to speak, Shri
Sheo Marajn is waiting,

SHRI AHMED AGA : They may use
the police to crush agitations and troubles,
but when the people are land-hungry, if
you do not want to implement land reforms
quickly, the trouble will ajways be there,
and police action would not be able to do
anything,

We have nationalised the banks now.
Therefore, it is very important thai the
small-scale industry people, the egriculiu-
rists, the farmers and those who are voca-
tionally trajned should get money from
the banks so that they can establish them.
selves in business and can produce the
commodities essential for the life of the
community, so that we can break the sellers’
merket and create & buyers’ market at
least where the commodities which the
common man needs and which are com-
monly used could be made available at
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It is not right oo the part of the Opposi-
tion to say that the public sector has been
wasting  money. .

MR. SPEAKER : The hon, Member
should conclude now.

SHRI AHMED AGA : There are just
two more points that T want to make. 1
have not spoken at all during the budget
discussion so far,

So far as the public sector s concerned
about a few days ago, one of my colleagues
had organised 2 seminar a; Vithalbhai
Patel House, and we had invited the public
sector  representatives there, and a very
frank discussion took place, because there
was nothing wrong in looking  into the
matter. But we have also to sce how
the public sector which is the basis of
our foundation takes us ahcad, Ouly lately
Mr Pearson, the Prime Minister of Canada,
had sent 2 report on behalf of the World
Bank in which he said thag reformed
Congress under Mrs. Gandhj is likely to
do real development, now around  the
corper,

MR. SPEAKER : Is the hon. Member
conscious of the time factor?

SHRI AHMED AGA: 1 have to develop
my point and bujld upon it. How can 1
do it in a shorter time ? He confirmed that
the Congress under Mrs. Gandhi
(Interruptions)

MR. SPEAKER: The hon,
should conclude now,

Shri Tenneti Viswanatham,
SHRI TENNET! VISWANATHAM:
(Visakhapatnam): 1t is, of course, nice to
sce that the Prime Minister has come un-
scathed in this budget scssion. But her
real trouble begins from toddy because
she has now got all the resources
in her hands as she wanted, and the House
has been generous enough, but generous
hopes have been raised in the minds of the
people of this country, especially the middle
income and the poorer groups who form
the vast majority in the country. I only
trust that she will have the boldness to set
right all the inadequacies in the administra-
tion so that the resources can be utilised for
the betterment of the ordinary sections of
the people and also to give concrete shape
to the great hopes that she has raised in

his budget.

Member
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One thing which the House has demanded
today is to show some proof of her sym-
pathy for the common man by reducing
somewhat the excise duty on sugar., 1
suppose her mind was really bemt in that
direction, but the regular official procedure,
perhaps, has not allowed it. But I hope
that she will see ways and means to give
some reliefto the poor people in the matter
of excise duties. In fact, as | had said,
unless she gives a holiday 1o further in-
creases in excise duties, she cannot build
up the common  man in this country,

AN. HON, MEMBER : Holidav for all
excise duties?

SHRI TENNETI VISHWANATHAM:
Not on all excise duties, bur for  the
increases, At Jeast they could be main-
rained at the present level without any
increases year after year and upsetting all
the plans which she has in her mind 10
improve the Jot of the people.

«ft et fag (rran ) : sreaet wEem,
uz a< 3w &Y am 2 f g7 A g
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SHRI S. KANDAPPAN (Mettur) :
Though we are accused of always suppor-
ting the Government, 1 think today the
Jan Sangh, the Swantantra and Cong. (0)
should feel more happy because we found
that mrny of their viewpoints were socep-
table to the Prime Minister. So the Prime
Minister, in spitc of the difficulties, rather
tried to accommcdate all sections, 1
hope us Shri Viswanatham wished, she
would succeed in her endeavour and fulfil
the ambitions and hopes already created.

Therc was an indication in her conclu-
ding remarks that with regard to sugar, she
was going to reconsider the issue. I hope
not only with regard to sugar but about
other articles too, as we go on experimen-
ting, she w.ll keep her mind open and see
that wherever pressure is most felt on the
weaker sections, she should try to mitigate
the hardships.

I wish to touch on two more points. I
hope you will be indulgent to me as we
from the DMK benches have not spoken
onany of the 700 amendments. Asregards
the agricultural wealth tax, which had been
introduced last year and is to take effect from
this year, in some States we have already
agricultural income tax, If it is left to the
States, I feel the collections would be easier
and the structure would be more rationa-
lised instead of having a common collection
from here which is to take effect from this
year; and the quantum that is expected to
be realisec is on'y Rs. § crores.

From many States even in regard to this
Fipance Bill, I find almost &ll the sections,
to whichcver party they belong, have been
complaining that their state is not getting
the due share. This kind of suspicion and
recrimination has been going on jolly well
for the last two decades. This tendency
shiuld be arrested and something should
bedone. On that count, there is a genuine
case for the Prime Minister to consider

whether it is not time to decentralise some
of the financial powers to avaid this recri-
mination in future (Mmterruption), 1
am sure my hon. friend would accept the
position that it should be with the States
and not with the Centre.

Another thing, which is more importants,
Recently they have announced a Pay Com-
mission. I find that the tems of reference say
that'the pay Commission should take into
accousit  the impact of its recommenda-
tions on the Staie employees also, but it
is very vague. I do not know how far
the Gowvernment is going to meet that
impact, or whether the Pay commission
will only keep izt mind the impact and try
to give the mintnum rise that is possible to
the Central Government employees, instead
of giving them the due that is demanded
becausec of the inflationary trends today.
Here 1 feel that the States have got a genuine
case. I think nobody in this House can
argue  that the inflationary trends are

-created by the State Governments. No

Statc can do that except to the extent of
the small pittance that they get out of sales
tax. The cxcise and other duties and
deficit financing which create this tendency
are imposed by the certre and nct by the
States. So, I feel that it is a genuine demand
of the States that if a revision takes place
at the Central Secretariat level, it should
automatically get into effect in the States
also and the increased financial lisbility
should be at least partially made up by the
Centre.

st frx aromw (aEdfr) o ossAw
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SHR1 VASUDEVAN NAIR : (Peermade)
Mr. Speaker, 1 think some plain speaking is
necessary now. We had been discussing
the budget for many wecks; we discussed
some of the Ministries and also the general
budget. There was no basic departure from
the previous budgets although 1 concede that
an effort was made to mop up resources by
additional new taxation of personal income.
But the pattern of heavy indirect taxation
continued and 1 am sorry to say that
inspite of the efforts made by the entire
House, I am sure that even some congress
Members are unhappy at the heavy dose
of indircct taxation on the people of this
country, Inspite of the best efforts of the
Members, the Government were not in a
position to give reliel and reduce the heavy
taxation on the people. The Government
say that it is a question of mobilisation of
resources. My party holds the view that
there is cnough scope for mobilising
resources, not by taxing people to this
extent but by tapping the resources from
the richer sections of the people. It is
almost two months since the budget ses-
sion begin and in the background of im-
portant political developments that took
place in this country, I should like to
tell the Government that the feeling is
already gaining ground that things are
perhaps going to take the old shape.
Government promised to cite just one
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example—that they would at least abolish
the privy purses. It is dead certain-why
should 1 say almost certain-that we are not
going to pass that Bill and they are going to
explain it away by saying we have promised
only the introduction of the Bill in this
session. By that kind of technical expla-
nation they are going to get away from it
and postpone it for the next session. Mean
while we know what is going on behind the
scenes within the party and in the highest
circles. They are all in the newspapers
and everybody knows what is happening.
Almest  all parties wanted the Govern-
ment to announce interim relief for the
Central Government employees-millions of
them. I need not dilate on the nccessity
for that. Government could not accede
to that request; they say the amount in-
volved will be wvery big. They may
also say that they can increase the
salary of the JAS officers because
the amount involved is not very
big. There again the amount involved
will be the main criterion. For people
like me, it is not only a question of the
amount; it is a psychological question,
If you are so eager to put up the salaries
of Class I officers, 1AS and ICS officers and
other big people in this country by Rs. 200,
300 and 500—for them, you have get
so much consideration in your mind-and
then if you cannot do anything for the
millions of the Central Government em-
ployees, then the question of approach,
the question of perspective, the question
of a basic policy comes into prominence.
If this is the kind of attitude that the
Government is going to demonstrate,
and if this is the kind of basic policy that
the Government is to pursue, I would like
to take just one minute more—I would
like to say that we do not at all approve of
the concessions that the Prime Minister has
announced as far as the concession on
wealth-tax on farm property is concerned.
According to us, that is a concession given;
that is a step down from the ola position
taken by the Government. According to
us, there was absolutely no necessity. Is
it that the Government has bent down due
to some pressure? If this is the trend that
the Government is going to adopt, if
this is the kind of policy that the Govern-
ment is going to adopt, I would like to say
that all the tall talk that at they were
engaged in all these months prior to the

. tions might,

convening of this session, about socialism,
about the kind of new things that they
were going to bring about, about the kind
of revolution which they are going to bring
about in this country will have no meaning.
Beople will be losing all the faith in that
kind of talk.

So, it is high time that the Government
began to translate their declarations into
actual practice. Let us all together in this,
country, even at this stage, try by our
actual practice-all of us together and I do
not want to blame anybody-to do good to
the people. A lot of austerity is needed
today. By our actual practice, let us try
to implement the policy and the programme
of action by which the common man feels
that the leadership in this country means
business and not only 1all talk. That is
what we have to say on this occasion.

SHRIMATI INDIRA GANDHI: First
of all, 1 should like to express my appreci-
ation and thanks for the high level of the
debate. which Members on all sides of
the House have maintained throughout
the discussion on the Finance Bill. I
should like to thank the hon, Members
for the consideration and the courtesy
which  they showed me throughout the
course of this debate. I wish it had been
possible for me to respond in a more gene-
rous manner to the very useful suggetions
which were made by some of them. But
hon. Members are aware that our task is
along and arduous one and we have chosen
the most difficult manner in which to
achieve it; that is, with the consent of the
people. And the people's views vary
greatly, Each one of us sitting in this House
has been elected by the people, and can
claim to speak to some extent for the people
from where he comes. And yet, we express
very divergent views. So, in order to do
anything, it is necessary to try and follow
a road on which if one cannot take the
people wholly with one, one can at least
take them partly, This is what we are
endeavouring to do. And it is only the
imperative needs for the mobilisation of
resources, without which we cannot imple-
ment our programmes for development and
for the progress of the nation, which has
made it difficult for the Government to
accept some of the suggestions for tax
relief.  however justifiable there sugges-
otherwise be.
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In the course of the speeches of hon.
Members one gets an impression that they
regard taxation as a kind of punishment;
they say such and such work is deserving
such and such group is a good one; and
ask why they should be taxed. As I have
tried to explain earlier, taxation is only a
method by which in a way vou get the co-
operation of the people. In India we have
a tremendous task on cur shoulders.

One hon. Member. 1 think of the Swa-
tantra party, was talked of the burden of
taxation. It is true the burden of taxation
is there. But there is another burden, the
burden that has been on the Indian people
for hundreds of wycars, the burden of
poverty, the burden of cconomic back-
wardness,  the burden of social in justice.
These can only be removed il we can go
ahead with cerain  programmes. We
cannot go ahead with them unless all the
people cooperate in this task and the people
cannot, mean a few of the rich. We have
increased the taxation on the richer sections
and all day we have heard from one section
of the House, how very steep and unbear-
able this is for them. So. we have made an
effort, but it is not cnough. Every single
person who gets a little more than his
brothers and sisters must contribule some-
thing for the welfare of those who have
less than he has. This is the burden of
this budget and this must be the burden
of our lives in India.

Somebody talked of a holiday from excise
duties. T think it was Shri Viswanatham.
1 am afraid there can be no holiday for us
here. As my father said, these are years of
hard work and burdens—financial burdens,
work burdens and all kinds of other bur-
dens. This is not the time to let up or sit
back. An hon, Member asked, is the
person who gets Rs. 7000 rich? From
which angle do you approach the question?
He may not be rich from my angle or
from the hon. member's angle, but he is
certainly rich from the angle of the adivasi
in a remote area of Orissa or Bihar or
somewhere else’or some of the people who
live in the slums here. It is a question of
relative richness and rclative poverty and
relative capacity to hear the burden.

In this budget, we have not tried to spare
anybody, because we felt that it was not a
burden, bul it is really a privilege for peaple
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te participate and to- help in this great
adventure of building a ncw India. We
have heard a lot of talk about incentives.
T think there can be no greater incentive
than for us to feel that we are curselves
involved in this task. We kpocw some-
times when we collect funds that it is the
poorer people who give with the greatest
enthasiasm. Quite  often they cannot
afford what they give. Even when funds
were being collected after the fighting on
our borders in 1965, if, one compared the
carnings of the people with how much
they gave, one would have no hesitation in
saying that the poorer people gave more
than the others. Yet they gave. There
wis no coercion or cven peruation. They
gave because they wanted to be a post of
the Defence of India, in strengthening the
nation. That is the kind of attitude we
wart from those who can well afford to
give. Therefore, I hope that hon. members
will start this new financial year with this
new attitude.

1 am glad that some members have spoken
of the spirit of cooperation. Tt is true that
nothing at all can be achieved without co-
operation.  We must try to sce how we can
all work-together. An hon. Member said---
T do not remember who—that I should have
an open miod. I think T do have a open
mind, but hon. members will agree that
the mind should not be a passage. After
considering the problem it has to be closed
down on something, on somc ideology, on
some programme. '

As 1 have said, the fight against
poverly and against our many problems is
a long onc and the work of rebuilding our
sucial structure cannot be accomplished in
just a few years. However much we desire
it, however hard we work, however much:
we can mobilise resources, even then it
cannot be achicved in just a few years.
Disparitics cannot be ended immediately.
So, it is a long road and cach new stepneeds
careful thought and preparation. Tt is
easy enough to say that one should suddenly
and immediately sweep away the whole
system and the whole establishment as it
cxists today, It is casy to say, but this also
would exact a heavy price. Would the
paying of such price at this moment
accelerate  our development. Would
that help us move faster or - would
It delay us? Today any meembers, even
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those who have criticised us, have pointed
out that we are poised for quick advance.
Let us take advantage of this situation and
work together and in harmony 1 am sure
that the process of development will gain
in tempo and that we will be able to achieve
the aims which we have set for ourselves.
1 do not believe in tall talk: nor have ]
ever indulged in it. ] have not used extra-
vagant phrases regarding what we want to
do. On the contrary, | have deliberately
under stated what we have to do, so that
perhaps, we will be able 1o do more than
that. May I hope that in this task 1 shall
have the understanding co-operation of
the whole House? Once again 1 would like
to thank you and the hon. Mcmbers.

MR. SPEAKER: The question is :
“That the Bill, as amended, be passed”

The motion was adopted.
MR. SPEAKER: There is a half-an-hour
discussion. Is the hon. Mcmber pressing it ?

SHRI SHRI CHAND GOYAL: 1 will
not, provided it will be taken up on some
other day?

MR. SPEAKIR
postpone it.

18 -52 hrs.

Al right. We will

The Lok Sabha then adjourned till Eleven
of the Clock on Thursday May 7, 1970/
Vaisakha 17, 1892 (Saka)



