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ESTATE DUTY (DISTRIBUTION)
AMENDMENT BILL

THE DEPUTY PRIME MINISTER
AND MINISTER OF FINANCE (SHRI!
MORARIJI DESAD: Sir, I beg to move:*

“That the Bill further to amend
the Estate Duty (Distribution) Act, 1962,
be taken into consideration.”

This Bill relates to the distribution of
the net proceeds of Estate Duty among the
States as recommended by the Fifth Finance
Cc ission. The C was, among
other things, required to make recommenda-
tions in regard to the changes, if any, to
be made in the principles . governing the
distribution among the States of the net
proceeds of Estate Duty in respect of
property other than agricultural Jand. In
its interim report, which together with an
expl >ry memorand on the action
taken thereon was laid before the Lok Sabha
on 15th November, 1968, the Commission
has made final recommendations in this
regard. The Commission has -increased the
share attributable to Union territories from 2
per cent to 3 per cent taking into account the
population of the Union territories as

*Moved with the recommendation of the President.
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constituted following the changes under the
Punjab Reorganisation Act. In regard to
the balance of the proceeds other than those
attributable to Union territories the Commis-
sion after having considered various
suggestions came to the conclusion that no
change was called for. Accordingly the
Commission has recommended that the
sum apportioned to immoveable property
may be distributed in proportion to the
gross value of the immoveable property
located in each State and brought into
assessment in a year and the sum apportion-
ed to other property may be distributed
in proportion to the population of each
State. The recommendation of the Commis-
sion has been accepted by Government and
the Bill before the House seeks to give
effect thereto.

MR. SPEAKER: Motion moved:

“That the ﬁill further to amend
the Estate Duty (Distribution) Act, 1962,
be taken into consideration.””
SHRI SHIVA CHANDRA JHA
(Madhubani): Sir, I beg to move:

“That the Bill be circulated for
the purpose of eliciting opinion thereon
by the 31st December, 1969.

MR. SPEAKER: Both the motions are
now before the House.

SHRI R.K. AMIN (Dhandhuka): Mr.
Speaker, Sir, the Bill amending the provision
for the distribution of the Estate Duty is as
a result of recommendations of the Fifth
Finance Commission. Between the earlier
scheme of distribution and the present one
there is not much of a difference, but, for
the consideration of the Finance Minister I
would like to make one or two observations
and I hope he will not get angry as he was
last time when he was on the third reading
of the Finance Bill.

The first observation which I would like
to make is that we have already passcd
yesterday the wealth tax on agricultural land.
This tax is on agricultural land which was
excluded from Estate Duty. You are
introducing taxes in a tinkering manner,
one by one, iie., in an ad hoc manner,
without taking into account the entire
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picture. In this distribution also you are
adopting different principles because you
have introduced taxes one by one or bit by
bit. Is it not time for the Finance Minister
to consider the entire scheme de novo and
think about this scheme also so that no
injustice is being done to any State what-
soever?

Secondly, after the recommendation of
the Finance Commission there has been one
or two changes. We have a separate Hill
State in Assam and very soon probably
something about Telengana you are going
to think about. Therefore, in order to
avoid making changes every now and then
would he consider it advisable to refer
this matter again to the Finance Commission
so that when it gives the final report it can
also make a final recommendation in this
regard.

The second observation which I would
like to make is that the principle adopted
here for distribution among the States is
that for movable property population is
the basis and for immovable property
location of the property is the basic. In so
far as Estate Duty or even for that matter
agricultural wealth tax are concerned the
spirit is that the man ordinarily residing in
the state should pay or the Centre is raising
resources on behalf of the States.

So, what the States would have got if
they had introduced these taxes should be
their share. If you adopt that principle,
there is no need for making this discrimina-
tion between movable and immovable
property. It could be done on the basis of
ordinary residentship. So, to adhere to the
spirit of the estate duty as well as agricul-
tural wealth tax, which also you have
introduced, it is better that the government
should consider this scheme de movo after
referring the matter to the Finance Commis-
sion. That is why I say that instead of
making changes now, would he consider my
suggestion of referring the matter back to
the Finance Commission and await their
report so that we need rot make changes
every now and then?

SHRI S. KANDAPPAN (Mettur): 1
will very briefly refer to the point which
was already touched by Professor Amin.
Now the tendency among the States is
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[Shri S. Kandappan]

to demand that they should be left with more
revenues and more areas of taxation so
that they can take the initiative and go
ahead with their plans. Yesterday, while
replying to clause 24 of the Finance Bill, the
Finance Minister stated that even in regard
to estate duty on agricultural land, which
is in the State List, the State have asked
the Government of India to enact the
legislation. So, it is a Government of India
Act and not a State Act. It is true that
under article 2521 of the Constitution this
enactment came into being in 1953 or so
when the monolith Congress rule was there
in all the State. Now it is time to consider
whether it is not advisable to rationalise the
entire tax structure, especially when in
addition to estate duty the Minister is
thinking of collecting wealth tax from 1970-
71, and entrust it to the State” Government.
I think it will give a psychological impetus
to the States to make more efforts for tax
collection. After all, thzre is some difference
between States with regard to their stage of
development. While some States are doing
so well in agriculture, others are not. It
should be left to the States to decide whether
they should tap more revenues from the
agricultural front for their developmental
activities, without attaching any blame on
the Centre. So, I would request the Financ:
Minister to reconsider the entire matter.

DR. RANEN SEN (Barasat): This Bill
seek to distribute the estate duty collection
among the States. When we consider this
Bill it is very important to state that the
question of distribution of different taxes
and duties among the States has come to the
forefront and is before Parliament and the
whole country because of the change in the
pattern of Indian politics after the fourth
general elections. Not only United Front
and other non-Congress governments but
even Congress run governments are demand-
ing more and more financial pawers and
financial advantages from the Centre. So,
we have to look at this amending Bill in
the perspective of the changed political rela-
tionship between the Centre and the States.

So far as raising the share of the Union
Territories from two to three per cent is
concerned, I have no objection. But I
would agree more or less with Professor
Amin and Shri Kandappan that the distribu-
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tion of these taxes among the States should
be done in such a way that they would get
that percentage or quantum which they
would have got had they collected it them-
selves.

This is fair and just and this will not be
objected by any State whatsoever because,
as I have already stated about the States
which are viably very weak nam:ly, Union
Territories, their allotment nobody would
grudge. This is the point which has been
mentioned by many of our friends and 1
completely agree with them.

The second point which I want to stress
is that under article 269 of the Constitution,
certain duties and taxes are to be levied and
collected by the Government of India but
shall be assigned to the States in the manner
provided in clause 2 of the Bill. There is
a mention of two things, apart from others,
namely, succession to property other than
agricultural land and estate duty in respect
of property other than agricultural land.
Now, the Government of India is already
levying estate duty on movable and immov-
able property other than agricultural land.
But the difference between estate duty already
levied by the Government of India and the
duty in respect of succession to property is
very thin. One must remember this. Both
come under the jurisdiction of the Central
Government. The borderline is very thin
between succession duty and estate duty. So,
the Government of India must make it sure
that there is no overlapping and there is
no double taxation. This particular point
had been stressed by some States when they
met the Deputy Prime Minister, and Finance
Minister, as far as I know.

To round it up, I come to the position
that though the Bill has direct bearing on
certain things, it has also indirect bearing
on many other things, the Centre-State
relationship, the political relationship, bet-
ween the Centre and the States, the devolu-
tion of income-tax and other Union excise
duties and other duties collected from the
States and also the assignment of political
power to the states. Therefore, I consider it
very important from all these angles.

Lastly, I endors the appeal made by
Shri S. Kandappan and Shri Amin that each
State should get that particular share which
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it would have got on its own if it had
Jevied the tax.

1233 hrs.
[MR. DEPUTY SPEAKER in the chair]

SHRI DINKAR DESAI (Kanara):
Mr. Deputy-Speaker, Sir, I would like to
know why the Finance Minister is in such
a great hurry in bringing this amending Bill
before the House. After all, it is the interim
report of the Commission and the final
report is awaited.

-Today, in the whole of India, the ques-
tion of inter-States relationship and the
Centre-State relationship has assumed very
important proportions.  Under these
circumstances, there should be no hurry at
all in bringing this amending Bill as to how
the estate duty should be distributed amongst
various States. We can certainly wait for
the final report of the Commission.

Moreover, the time has also come when
we should have a Commission on 5-years
or 10-years basis. Every two years, we
have got a Finance Commission. By having
these temporary Commissions, we are not
giving any definite idea to the States. They
cannot plan; they donot know how much
they will get and so on. We should give a
new orientation to the distribution system of
duties amongst the States.

One of the principles enunciated by the
Finance Commission is, with regard to
the immovable property, that the share
will go according to the location of the
property in a particular State and, with
regard to the movable property, it will be
according to population basis.

1, for one, feel that we should give more
importance to population because, after all,
what are the needs of a State?

SHRI S. KANDAPPAN:
control or increase?

Population

SHRI DINKAR DESAI: Population
control has nothing to do with this Amend-
ment Bill. When the population is more,
naturally the needs are more and the State has
to sp:nd more on education, more on medi-
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cal relief and other facilities to be given to
the people. That is why I feel that the distri-
bution of the estate duty must be done on the
basis of population only. What does it
matter if the property lies in Mysore or Bihar
or Maharashtra? After all, it is Indian
property. All are Indians. The needs of
a State should be determined on the basis of
population. That is really very important
because if the population is more, the State
will have to spend more on so many welfare
activities in that State.

T am not very happy with this Amend-
ment Bill. My humble suggestion to the
Deputy Prime Minister would be that we
should get the public opinion and particular-
ly the opinion of the State Governments;
the concurrence of the States may be
obtained. The whole question of allocation
of resources between the States and the
Centre should be properly examined. We
should not do this in a hurry. Moreover,
the agricultural wealth tax has also come.
That is also a point because it is a similar
tax. I would like to know why there should
be this hurry. I would suggest that this
should be done not on a periodical basis of
one year or two years, but there must be
certain definite principles evolved for distri-
bution and it must be done on a five-year
or ten-year basis. If it is four or five years,
the States can also plan their resources
properly; otherwise, there will be more
confusion.

I would request the Finance Minister to
give proper consideration to the views that
1 have expressed.

SHRI N.K. SANGHI (Jodhpur): This
is a simple legislative Bill regarding redistri-
bution of the proceeds of estate duty between
the various States. Ido not think that
there can be much argument about this,
My hon. friend who spoke earlier has
suggested that this work of collecting the
estate duty should be entrusted to the various
States. But that would create more con-
fusion and State feelings. It was a very
surprising argument that he had advanced.
We want all taxes to be unified and to be
worked throughout the country on a uniform
basis. The working of the estate duty by
the Central Government is the only appro-
priate mapner in which the tax should be
recovered, There js absolutely po reason
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or argument for the suggestion that this
work should be entrusted to the State
Governments. Today there has been a
demand that the various taxes that are being
worked by the different States should be
unified. Take. for example, the entertain-
ment tax. This is worked by the States.
And there is a feeling that this should be
unified and there should be a uniformity.
Take also the States’ sales-tax: the various
States are - having different rates; there are
different types of legislation, and for every
legislative pronouncement, they have to go
to High Courts and the Supreme Court. I
feel that all these taxes—entertainment tax,
sales-tax, estate duty and so on—shou!d be
worked by the Central Government so that
there will be some uniformity throughout
the country.

Estate duty (distribution)

This legislation has been taken from the
English law. The estate duty was introduced
in England in 1894. The Indian legislation
has taken advantage of the various judicial
pronouncements made in various judicatures.
In India, complication has been created by
our Hindu law; the Hindu law of copar-
cenary has created a lot of complication.
1 feel that the Central Board of Direct Taxes
should give guidelines for filing of returns.
There should be clarifications on problems
rather than taking up the matters with the
High Courts and the Supreme Court for
clarification.

This law has a similarity with wealth tax,
income-tax and gift tax. But we find that
the various clauses that are given in regard
to estate duty are different from what have
been given in regard to wealth tax or income-
tax. I shall not take much time. I will
explain only one thing. For example, in
section 10 of the Estate Duty Act, a second
proviso has been added which has really
simplified that a husband who has gifted the
house to his wife can stay in the house and
this will not attract estate duty. Similar
simplifications should be made by the
Central Board of Direct Taxes in other
matters also. Take, for example, the
valuation of assets. A different method is
adopted in regard to wealth tax, a different
method is adopted in regard to gift tax and
a different method has been laid down for
estate duty. What 1 feel is that the method
for the valuation of assets that is followed
in regard to wealth tax should bs adopted
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here also. If such simplification is done, this

law can be worked in a satisfactory manner.

Then, Sir, take the valuation of the
house property. In the house property we
have taken by capitalising the rental value
in the wealth tax. This system is not
followed in the Estate Duty Act. I think
if the valuation has been done in the wealth
tax, it will simplify the matters if the same
method is adopted for the Estate Duty Act.

We are shortly embarking on the simpli-
fication of income-tax law particularly after
Bhoothalingam’s report. Estate Duty Act
is a new Act. A number of references have
been lying pending in the High Court,
Supreme Court and various tribunals. I
think the Government should examine these
references and come out with clear-cut
clarifications. I remember of a case where
a certain assessee went in appeal for certain
additions in his E.D. case. The AAC gave
all the relief. Then the Department went
in appeal to the Tribunal and the Tribunal
gave relief. Then again the Department
has gone in appeal to the High Court. I
do not know if the Department would later
again go to the Supreme Court. When they
fail in the High Court. My own feeling
is that the Income Tax Depariment should
clarify many of these difficulties rather than
solving them in the High Courts and
Supreme Court. In fact for better adminis-
tration of tax, simplification of Estate Duty
Act should also be taken up.
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SHRI S. S. KOTHARI (Mandsaur):
This is a very small Bill implementing the
interim report of the Fifth Finance Com-
mission.  The distribution of revenues
between the Centre and States has been
indicated. 3 per cent goes to the Centre.
The balance is distributed in the ratio of
immovable property to movable property.
‘The amount dcrived from immovable pro-
perty is distributed among States in propor-
tion to gross value of immovable property
located in each State and the balance amount
digtributed ip accordance with the popula-
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tion. In my opinion, the taxes obtained
under Art. 269 should form part of a
common pool of resources, which should be
distributed on uniferm principle and this
I would say, should be, the respective needs
of the States.

There is Madhya Pradesh which I repre-
sent, which has a vast area, and a sizable
tribal population.  There are various
underdeveloped districts in Madhya Pradesh;
and its needs are great. Compared to
Madhya Pradesh, Maharashtra, U.P. or
Bihar are prospzrous States; and the need
of Madhya Pradesh is greater. The
percentage of Estate Duty derived from other
than immovable property and its distribution
is like this: Madhya Pradesh gets only
7.53 per cent, UP gets 17.15 per cent,
Maharashtra 9.20 per cent, and Bihar 10.80
per cent. A State like Madhya Pradesh
which should get more is getting less. That
is the position. What I would say is this.
They should keep in view the changed
political situation and distribute it according
to the needs of each State. The Finance
Commission must examine the distribution
of the taxes and also of revenues amongst
the States interse and then arrive at an
equitable basis of distribution which would
look to the needs of the various States and
the requi ts for develop t of the
various regions in those States. During the
last 20 years the development of various Sta-
tes has not been uniform. Some States have
gone far ahead; some States are still back-
ward. The needs of the backward States
should be taken into accouat.

There is one more point and it is
this,

I am concluding within two minutes.
When you look at this side pointedly, I feel
1 have to burry up.

My next submission is that the States
have only two important taxes, namely,
sales tax and en‘ertainment tax. Most of
the major sources of revenue are in the
bands of the Centre. Of course, we want
a strong Centre. My submission is this:
Let the whole scheme be reviewed and
reconsidered by the Finance Commission.
After all, itisa body of objective and
learned people who understand their job,
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Let them arrive at some conclusion and
reallocate all the taxes and revenue derived
frgm the taxes among the various States in
accordance with some equitable principle
which would particularly give an attention to
the relative needs of the various States,
particularly the underdeveloped ones.

SHRI MORARIJI DESAI: I have not
quite understood the idea behind the objec-
tion raised and the suggestion -made that this
should be postponed. Postponed for what?
Postponed till the final report of the Fifth
Commission? This is the final report so
far as this item is concerned. There is not
going to be any change in this.

=it frq =7 A7 : FA7 IT J A A
g fear fF ag wrgawr § 7

SHRI MORARIJI DESALIL
cular thing is final.
to be any change in it.
said:

This parti-
There is not going
They have further

The existing principles of distribution
were enunciated by the Second Finance
Commission, and they were fully endorsed
by the subsequent Commissions, with only
a minor change in respect of the portion
attributable to Union territories. These
Commissions were of the view that the levy
and collection of the taxes and duties speci-
fied in Article 269 of the Constitution had
been placed under the Union Government so
as to ensure uniformity of taxation and con-
venience of collection. They considered
that although that Article did not rule out
any_principle of distribution, the principles
to be laid down should be such as to secure
for each State, as nearly as possible, the
amounts which it would have itself collected
if it had the power to levy and collect such
tax or duty. The basis of location of the
property subject to estate duty was consider-
ed by them to be the most appropriate
principle of distribution. How:ver, as
this basis of location could not be applied
to movable property, they felt it necessary to
have some general principle of distribution
for the part of proceeds of the duty relating
to such property; and for this purpose they
adopted the basis of population.

I do not know what change can be made
in this, even if it is postponed for any
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length of time. It is going to be the same
—all Commissions have said this—except
that ome more per cent has been given to
the Union territories in view of the popula-
tion and a change is accordingly made. No
other change is being made.

I do not know what the learned pro-
fessor from the Swatantra Party wanted to
suggest by saying that a Hill State is being
formed. It will not be separately formed.
It is part of Assam State. It is internal
and that will be taken care of by the Reor-
ganisation Act, if there is any necessity,
It will go to the State from which it will
share it. That is all what is going to
happen,

He mentioned also Telengana. . There
is his desire. But his desire is not always
going to be fulfilled. Asa matter of fact,
the desire is unholy in my opinion. These
are opinions and everybody is free to give
his opinion. I cannot go on thinking that
something will happen in future and there-
fore 1 should postpone it. It is not necessary
to postpone it. As a matter of fact this
report came in 1968 and we have got to
‘give effect to their recommendations. That
is why this Bill is brought forwad. I do
not see why my honourable friend. Shri
Kothari, said that eveything should be taken
into account and distribution should be made

according to some equitable principle.
Nobody can make redistribution
unless the Constitu'ion is changed.
When the Constitution gets changed,
it will take care of this. I do
not say that the Constitution will be
changed. It is not possible for those who

want to change it, to change it also. There-
fore, this is not a matter on account of
which this can be postponed.

SHRI S. KANDAPPAN: What about
my suggestion to have a scheme of things
by which the entire initiative of collection
may be left to the States?

SHRI MORARIJI DESAI: This is what
the States have themselves...

SHRI S. KANDAPPAN: That was in
the fifties. Now the situation has changed.

_SHRI MORARWH DESAL But the
principle holds gcod. For the States it
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becomes a difficult matter when properties
are distributed in different States. Therefore,
they will find it difficult to recover this and
there will be more quarrels thereby. That
is why they have handed it over to the
Centre. The Centre is not interested in
any revenue ; all that the centre is interes 'ed
in is to see that the maximum goes to the
States and it goes to them according as they
would receive it if they were levying it
separately. Therefore, I do not see how any
other method would be useful.

If any changes have come in the political
situation in 1967, that is not the final word;
there can be other changes also in the future
and with every change we cannot go on
changing the Constitution as we like.

SHRI S. KANDAPPAN: If it is left
to the States, there will be more initiative
on their part.

SHRI MORARJI DESALI: This country
is a stable country and no instability can
be brought about by any such accidental
results of elections. I, therefore, do not

- accept what my hon. friéends have stated,

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

“That the Bill be circulated for the
purpose of eliciting opinion thereon by
the 31, December, 1969.”.(1)

The motion was negatived.
MR. DEPUTY-SPEAKER: The ques-
tion is:

“That the Bill further to amend the
Eastate Duty (Distribution) Act, 1962,
be taken into consideration™.

The motion was adopted.

MR. DEPUTY-SPEAKER: Since there
are no amendments of the clauses, I shall put
them together to vote.

The question is:

“That Clause 2, 3, and 1, the Enacting

Formula and the Title stand part of the
Bill”,
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The motion was adopted

Clauses 2, 3 and 1, the Enacting Formula
and the Title were added to the Bill.

SHRI MORARIJI DESAI: 1 beg to
move:

“That the Bill be passed”.

MR. DEPUTY-SPEAKER: The quest-
ion is:

“That the Bill be passed”.
The wotion was adopted.

SHRI NATH PAI (Rajapur): Is it
accurate for you to declare that the Bill
is passed. Rather it is ignored. For, look
at the strength in the House?

MR. DEPUTY-SPEAKER: It is no use
raising that point at this stage.

SHRI NATH PAI: 1 did not use the
word ‘quorum’ at all.

SHRI MORARIJI DESAI: Whatever is
the House is the House.

12.58 hrs.

REGISTRATION OF BIRTHS AND
DEATHS BILL—contd.

Clause 10—contd.

MR. DEPUTY-SPEAKER: The House
will now take up further clause-by-clause
consideration of the Bill to provide for the
regulation of registration of births and
deaths and for matters connected therewith,
as passed by Rajya Sabha.

Clause 10 and all the amsndments there-
to were discussed
have only to put them to vote.

First, I shall put amendment No. 20
by Shri Lobo Prabhu to vote.

SHRI BENI SHANKER SHARMA
(Banka): I submit that this may bs taken
up after lunch. There is no quorum also in
the House now.

MAY 7, 1969

threadbare, now we

Re: Abolition of 180

Upper Houses in States

MR. DEPUTY-SPEAKER: All
we shall take it up after lunch.

'

right,

12.59 hrs.

The Lok Sabha adjourned for Lunch till
Fourteen of the Clock.

The Lok Sabha reassembled after Lunch
at three minutes past Fourteen of the
Clock.

[MR. DEPUTY-SPEAKER IN THE CHAIR]

Re : LEGISLATION FOR ABOLITION
OF UPPER HOUSES IN TWO STATES

SHRI S. M. BANERIJEE (Kanpur): 1 have
a submission to make. During the lunch
recess, I got a telephonic message from
Shri Jatin Chakraborty, Minister of Parlia-
mentary Affairs, West Bengal, informing me
that all the formalities required by the
Centre to clear the Bill regarding the aboli-
tion of the Upper House in West Bengal
have been completed by the West Bengal
Government. He further told me that the
Bill has been sent back. My imformation
is that the Bill has come back here.

It requires two, three or four hours for
discussion and disposal here. I also met
the Minister of Parliamentary Affairs today.
Since the matter is very urgent, I would only
request you to see that some time is found
to discuss and pass that Bill in this session
itself. I would request you to ask the
Minister to do something about it because
it is very urgent.

SHRI K. NARAYANA RAO (Bobbili):
Has it become very urgent because Shri
Banerjee says it.

SHRI SHRI CHAND GOYAL
(Chandigarh): I have to add that so far as
Punjab is concerned, the Punjab Govern-
ment has sent the Resolution through a
messanger so that this may be taken up in
this very session. It is fearcd that otherwise
this might not be passed this session here.

SHRI SHEO NARAIN (Basti): There is
no emergency in the country today.



