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Mr. Speaker: I cannot ask him 12.26} hrs.
that he should cover this point or iaat
point. When he makes the statement, JOINT COMMITTEE ON OFF(CES
we will see. OF PROFIT
= WETT | aTAr (FEr) o FF Tump REPORT

Mr. Speaker: This will not go on
record.

12.25 hrs.

PAPERS LAID ON THE TABLE

ANNUAL  REPORT OF THE UNIVERSITY

GRrANTS COMMISSION

The Deputy Minister in the Minis-
try of Education (Shri Bhakt Dar-
shan): Sir, on behalf of Shri M. C.
Chagla, T beg to lay on the Table a
copy of Annual Report of the Univer-
sity Grants Commission. for the year
1963-64 under section 18 of the lni-
versity Grants Commission Act, 1956.
[Placed in Library. See No. I.T-434fi/
65).

SixtH REPORT OF THE COMMISSIONER
FOR LINGUISTIC MINORITIES

The Minister of State in the Minis-
try of Home Affairs (Shri Hathi): I
beg to lay on the Table a copy ot
Sixth Report of the Commissioner for
Linguistic Minorities for the veriod
15t January to 31st December, 1968,
under article 350B(2) of the Consti-
tution. [Placed in Library. See No.
LT-4347/65].

12.26 hrs,

COMMITTEE ON PRIVATE MEM-
BERS' BILLS AND RESOLUTIONS

SIXTY-SIXTH REPORT

Shri Krishnamoorthy Rao (Shimo-
ga): I beg to present the Sixty-sixth
Report of the Committee on Private
Members' Bills and Resolutions

'S

Shri G. N. Dixit (Etawah): Sir, I
beg to present the Third Report of the
Joint Committee on Offices of Profit.

12.27 hrs.

FINANCE BILL, 1965—Contd.

Mr. Speaker: The House will now
take up Clause-by-clause considera-
tion of the Bill to give effect to the
financial proposals of Central Gov-
ernment for the financia]l year 1965-
6.

The question is:

“That Clause 2 stand par{ of the
Bill.”

The motion was gdopted.
Clause 2 was added to the Bill.
Clause 3— (Annuity Deposit),

Shri M. R. Masani (Rajkot): I wish
to oppose Clause 3 of the Bill. Clause
3, as you see, legalises the imposition
of the annuity deposits. When this
provision was introduced during the
last Budget, we from these benches
opposed the imposition of the annu:ty
deposits as something that was not
only as bad as the compulsory de-
poeit, but something worse. We felt
that the change from the compulsory
deposit scheme to the so-called volun-
tary annuity deposit scheme was a
step in the wrong direction, and we
had at that time opposed it on tie
floor., Our opposition remains as
vehement against this scheme as it
was then.

The way it works is that money
which should be productively invested
by the people isdiverted to the coffers
of the Government where, invariably,

**Not recorded.
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this is either spent unproductively or
less productively. It is axiomatic
that when money is diverted {rom
those who can save and invest it and
it goes into the coffers of Govern-
ment, then the odds are that that
money will be used less productive-
ly thap it would have been by the
people who know what their money
is worth. It is their money, they
have the incentive to use it to the
best cffect.

In this way, crores of rupees of the
country's money, and those of the
middle class people, because this
affects the middle class people as well
as those with wealth, are being di-
verted to unproductive chanpels. The
hardship of the taxpayer, who is al-
ready mulcted in a hundred ways, is
also there. For these reasons we are
strongly opposed to the continuance of
the annuity deposits, and we would
like to urge that this clause be re-
jected.

Mr. Speaker: The hon. Minister.

The Minister of Finance (Shri T. T.
Krishnamachari): I have nothing to
say.

Mr, Speaker: The question is:

“That Clause 3 stand part of the
Bill.”

The motion was adopted.
Clause 3 was added to the Bill.~
Mr, Speaker: The question is:

“That Clause 4 sland part of
the Bill.”

The motion was adopted.
Clause 4 was added to the Bill.
Clause 5—(Amendment of section 8).

Amendment made: *

Page 6, line 18, omit “paid by
company”. (1)

(Shri T. T. Krishnamachari)

Mr, Speaker: The question is:

“That Clause 5 as amcnded,
stand part of the Diil.”

The motion was adouted.

Clause 5 as amended, was added to the
Bill
Clause 6. —(Amendment of section 10).

Amendment made: *
Page 7, for lines | and 2, substitute

“(iii) for clause (13), ik fol-
lowing clause shall be substituted
and shal] be deemed always to
have been substituted, namnely: —".
(2)

(Shri T, T. Krishnamachari)

Mr, Speaker: The question is:

“That Clause 6, as

amended,
stand part of the Bill.”

The motion was adopted.

Clause 6, as amended, wa;
the Bill,

added to

Mr. Speaker: The question is:

“That Clause 7 stand part of the
Bill.”

The motion was adopted.
Clause 7 was added to the Bill.
Clause 8— (Amendment of section 33).

Shri N. Dandekar (Gonda): Sir, I
have two amendment:—125 and 126.

Shri M. R, Masani: I have two
amendments Nos. 93 and 34.

1 beg to movet:

(i) Page 8, line 11,—

for “1867",
(93)

substilute “1968"

(ii) Page 8, line 25,--

for “1965”
(94)

substitute  “1068"

*Amendment made with the recom mendation of the President. '

tMoved with the recommendation of the President.
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Shri N, Dandeker: I beg to move:
(i) Page 8,—
for lines 8 to 13, subslitute—

‘“(B) for the purpose of any
other business, twenty per cent of
the actual cost of the machinery
or plant to the assessee,”; (125)

(ii) Page 8,==

omit lines 19 to 26 (126).
So far as amendment No. 123 1s
concerned, I submit this. It is con-

cerned with restoring, in so far as the
industries that are not meant to be
given any higher development rebate,
the twenty per cent development re-
bate which they hrad been enjoying
hitherto. My submission in this con-
nection is twofold. I cannot see any
reason whatsoever for reducing tnhe
rate of development, Whatever may
be the justification for raising the de-
velopment rebate in certain specific 11~
dustries or class of industries, I can-
not see any reason for the reduction
of the rate of development rebate that
hae been generally prevalent now for
some years, to fifteen per cent. What
is the the precise reason for the pre-
cise reduction of five per cent, I am
quite unable to imagine, I fee] that
the way this clause is at present has
the effect of robbing Peter to pay
Paul, increasing the developmtni re-
bate for certain industries by reducing
the development rebate in other in-
dustries.

Amendment No. 126 is concerncd
with omitting lines 19 to 26 on page
8: these lines are concerned with the
insertion of a clause by which no de-
duction by way of a development re-
bate shall be allowed in respect of any
machinery or plant installed after the
31st day of March, 1965 in any office
premises or any residential accommo-
dation. 1 see no reason at all for the
exclusion of office machinery such as
recording machines, accounting machi-
nes, teleprinters typewriters with the
result that the offices could not be
equipped’ in the best way possible.
Chat was made possible by the al-
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lowance of thre development rebate. I
should have thought that if office
equipment and so on are now getting
more and more modernised, Govern-
ment would be only too happy; and
would indeed go further and modernise
all government offices ang residences
also, because there ig no question that
the efficiency of work increases very
considerably by the installation of
these improved, new and developed
types of office machinery and equip-
ment, including air conditioners and
the like. If this clause remained ss it

“is, the result would be to go bpack-

w.a‘rd against in the matter of moder-
nising offices and so forth and hence
I have proposed this amendment.

Shri T T. Krishnamachari: Sir,
this is very clear. I have stateq in
my Budget speech that we are alter-
ing the development rebate rate. In
fact in my budget speech last year I
did give, more or less a notice that
the development rebate will be alter-
ed. Development rebates are not flat
things to be given to everybody on the
basis of charity. It has got to have
some significance in regard to the
plant and also the importance of the
industry.  Therefore, after careful
consideration, Government have split
up the industries into two categories
of those that will be entitled to a deve-
lopment = rebate of 25 per cent and
those that will be entitled to a less per
cent. The notice that I gave last
year was there, and that is why the
new rates will not apply to these
categories of industries which will
after March 1967, get a lower rate.
They will still get 20 per cent; after
March 1967 they will get a lower rate
of fifteen per cent. On the other
hand we have increased the develop-
ment rebate in regard to certain cate-
gories of industries which are impor-
tant and raised it to 25 per cent. This
follows the pattern of development
that we envisaged in the Fourth Plan
that some of the important industries
which are heavily capitalised should
be aided by a reduction in their capi-
tal outlay by the dewelopment rebate.
Therefore, a scheme which the Gov-
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ernment has been thinking of, and
about which I had  announced last
year, cannot be ghanged now by this
amendment.

Another amendment of Mr, Dande-
ker is in regard to the development
rebate for office equipment, refrize-
rator and various other things, Obvi-
ously they are not going into the
plant; it is not something which you
have to buy for production. Of course
it does aid production, no doubt. In
ROmMe cases, there may be some con-
cerns who do not want all these things
while others might want more sophis-
ticated ones. These should come
normally out of their normal expen-
ses and normal depreciation. No deve-
lopment rebate should be given to
these and, therefore, I am unable to
accept any of his amendments.

Mr. Speaker: I shall now put
amendments 93, 94, 125 and 126 to
the vote of the House.

Amendments Nos. 93, 94, 125 and 126,
were negatived,

Mr. Speaker: The question is:

' “That clause 8 stand part of the
Bill.

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

Clause 9— (Insertion of new  section
334).
Shri N. Dandekar: Sir, 1 move*

my amendments No., 127 and 128 to

clause 9: H
(i) Page 8, line 35—
for “forty per cent”, substitute
—"“fifty per cent.” (127).

(ii) Page 9, line 3,—

for “twenty per cent”, substi-
tute—“forty per cent’.
(128).

Sir, this is one of those clauses in
the Bill for which the Finance Minis-
ter deserves our congratulations,
namely, The clause bringing in this
development allowances for the plan-

tation industry, particularly the tea
plantation industry. I wish he had
extended it to others too, but that
is not the point that I am now mak-
ing. It is an excellent concession.
I have had occasion to go into this
matter as a member of the Bonus
Commission and the matter has been
examined in very great detail by
an expert committee that was appoin-
ted by Government and of which, I
think, the chairman wags one who had
a very wide experience in income tax
(He was also the chairman of Central
Board of Revenue of those days). The
matter having been so thoroughly en-

quired into by a committee of ex-
perts  consisting of such per-
son  of such  competence as
the gentleman I mentioned, and
that committee having made very

specific recommendations after consi-
dering the matter in great detail, I
am unable to understand why  that
committee’s recommendation had been
whittled down. That committee's re-
commendation was that in respect of
bushes planted on any land not plant-
ed at any time with tea bushes or
on any land which had been previ-
ously abandoned. the development re-
bate should be fifty per cent whereas
this clause allows it at forty per
cent. My first amendment seeks to
set it right and put it at fifty per cent.
The second part of the clause
relates to the tea bushes which are
planted in replacement of tea bushes
that have died or have become per-
manently useless on any land already
planted. The clause gives a develop-
ment allowance of twenty per cent
whereas the committee’s recommenda-
tion was forty per cent.

1 see only one curious justification
that has been given that is, that ano-
ther industry, shipping, gets develop-
ment rebate at 40 per cent. There
appears to be no reason why this
should not be fifty per cent. If we
were to carry forward that logic,
shipping would have to be reduced to
coal mining which has a maximum of
35 per cent and coal mining will have

*Moved with the recommendations

of the President, ’
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to be reduced to some other industry,
which has a maximum of 25 per cent
and all these would have to be reduc-
ed to 15 per cent. There is no validity
in that kind of argument, The allow-
ance must rest on its own merits.

The only thing that I would like
to emphasise in this connection is
this. Apart from the fact that fifty
per cent and 40 per cent which was
the recommendation of this very com-
petent expert committee, this particu-
lar product we are concerned wita
is one of the most important export
products and therefore, a foreign-
exchange-earning-product. I would,
therefore, beg of the Finance Minister
1o accept the recommendation of that
expert committee. Their reasons are
perfectly sound and which are the sub-
ject matter of my amendment,
namely, to read 50 per cent for 40 per
cent. in line 35 at page 8 and to read
40 per cent instead of 20 per cent in
line 3, para 9.

Shri P. C. Borooah (Sibsagar): Sir,
may 1 speak a few words on my
amendment Nos. 196 and 197, I beg
to move:*

(i) Page 9, lines 6 and 7,—

omit “the third succeeding
previous year next follow-
ing” (196).
(ii) Page 10,—

omit line 33. (197).
Mr. Speaker: All right.

Shri P. C. Borooah: Sir, under the
Bill, the proposed new section 33A of
the Income-tax Act provides for a
Development Allowance in respect of
new plantings and replantations by
the tea industry. According to clause
(ii) of section 33A(1), the cost of
replantation is to be allowed in the
third successive previous year after
the year in which the land is prepared
for planting or replanting, The effect
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of this provision is that while a ma-
jor part of the expenditure over new
planting and replanting is incurred in
a particular year, the assessee has to:
wait for three further ycars before
he can claim development allowance.
The purpose of the present amend-
ment is that cost incurred up to the
time of planting should be taken into
account for purpose of development
allowance in the year in which plant-
ing is done, in the same manner as
development rebate on machinery is
allowed in the year the machinery is
jnstalled:

Shri T. T. Krishnamachari: Sir, the
amendments moved by my hon, friend
Shri Dandeker are based on the fact
that we should have accepted the re-
commendations  of the committee
which had been appointed. The chair-
man of that committee is a senior offi-
cer in the Ministry, who is undoubted-
ly a very competent person, but when
we appoint a committee, we do  not
give the decision to the committee.
It is our discretion; when the matter
was examined, we felt that 40 per
cent would be adequate.

One point of which the hon. Mem-
ber is not aware is this. Of coursc,
he knows the taxation laws very well;
the taxation on plantations, since he
was in charge of it. The States have
come in with considerable amounts of
{axation on these tea plantations; ag-
ricultural income-tax and various
other duties thereon. The amount
that is available for us ts distribute
is comparatively small.

In regard to the other matter, I
explained it the day before yesterday
in my introductory speech; the reduc-
tion of 20 per cent has been made be-
cause the expense for the purpose of
replanting is taken into the revenuc
account, and is deductable as working
expenses. Therefore, there is some-
thing ex-gratia in order to  enthuse
them to take the work of replanting.

*Moved with the recommendations of the President,
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In the circumstances, 20 per cent s
quite adequate.

So far as the point raised by Shri
Borooah is concerned, his amendment
seeks to omit the words “the third
succeeding previous year next follow-
ing”. It will have the effect of in-
cluding the allowance to be made in
computing the income of the previous
year in which the land was preparcd.
If this amendment is made, the provi-
sion will become almost unworkable
since the amount of development al-
Jowance can be determined only after
the completion of the third successive
previous year following the year in
which the land was prepared  for
planting. As a working arrangement,

it is not possible to accept this amend-
ment,

The other amendment is to delete
the powers prescribed, The Tea Fin-
ance Committce itself has

recom-
mended a number of procedural
changes. If I do not have the power,

those changes could not be under-
taken. [ do not think the hon. Mem-
ber is aiding the industry, because if
procedural changes might have to be
made, those conditions will have to
be laid down which will benefit the
industry. For these reasons, therefore,
I am unable to accept the amend-
ments.

Mr. Speaker: Can I put these amend-
ments together?

Shri N. Dandekar: My amendments
are different, Sir.

Mr. Speaker: All right. I shall first
put amendment Nos. 127 and 128 to
the vote.

Amendment Nos. 127 and 128
were put and mnegatived.

Mr. Speaker: I shall now put amend-
ment Nos. 196 and 197 to the vote.

Amendment Nos. 196 and 197 were
put and negatived.

Mr. Speaker: The question is:

“That clause 9 stand part of the
Bill.”

The motion was adopted.
Clause 9 was added to the Bill
Clause 10 was than added to the Bill.
Clause 11— (Amendiment of section 36)

Shri T. T. Krishnamachari: I oeg to
move®*:

Page 13, after line 5, insert—

“Provided further that the pro-
visions of sub-section (2) of sec-
tion 32 and of sub-section (2) of
section 72 shall apply in relation
to deductions allowable under this
clause as they apply in relation to
deductions allowable in respect of
depreciation:

Provided further that the pro-
visions of clauses (ii), (iii) (iv)
and (v) of sub-section (2) of sec-
tion 35, of sub-section (3) of
section 41 and of Explanation 1 to
clause (1) of section 43 shall. sc
far as may be apply in relation to
an asset representing expendijture
of a capital nature for tne pur-
poses of promoting family plan-
ning as they apply in relation to
an asset representing expenditure
of a capital nature on scientific
research.” (3)

Shri N. Dandeker: I beg to move:

(i) Page 12, line 34,—
for “clause shall be inserted”
substitute—*clauses shal] be, and

shall be deemed always to have
been, inserted”. (129)

(ii) Page 12, line 35—

for “company” substitute “person”.
(130)

(iii) Page 12, line 36,—

for “its” substituted “his". (131)

*Moved with the recommendation of the President. N
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(iy) Page 13,—
after line 5, insert—

“(x) any rent or royalty paid by
the assessee to the Central Gov-
ernment oy to any State Govern-
ment or local authority for mining
rights or concessions granted to
him under a mining or quarrying
lease executed under the provi-
sions of the Mines and Minerals
(Regulation and Development)
Act, 1957, or under the Rules made
by the Central Government oy any
State Government or local autho-
rity in exercisec of powers confer-
red under the said Act.”. (132)

Shri M. R. Masani: I would like to
move amegdment No. 95.

Mr. Speaker: Amendment Nos. 95
ang 130 are the same. That is why
1 did not call him.

Shri N. Dandeker: I will first take
up amendment Nos. 130 and 131. They
are very small amendments, but they
are vary important amendments. As
the clause stands, the new clause will
admit as allowable expcnditure bona
fide expenditure incurred by a com-
pany for the purposes of promoting
family planning among its employees.
The effect of the two small amend-
ments that I have suggested is, for the
word ‘‘company” substitute ‘“person”
and then, instead of “its”, to substitute
“his”, with the result that the expendi-
ture on family planning within the
limits and subject to the conditions
here prescribed, would be admissible
to all employers in respect of such
expenditure incurred on behalf of, or
for the benefit of their employees. I
really see no distinction and no reasan
for any distinction between a company
employer undertaking expenditure on
family planning for a few of his em-
ployees and any other employer.
whether it is a firm, association of per-
sons. individual or any other, who
undertakes such an expenditure, be-
cause, the urgent need today is that
everybody, the State Governments, the
local authorities, private institutions,
private bersons and employers—every-
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one—all together—should be pulling
in the direction of propaganda and of
other things and types of expenditure
for integrating the scheme of promo-
tion of family planning. In so far as
this restricts this benefit to allowing
such expenditure against taxable in-
come only to companies, it seems to
me an unr ble and ry
limitation, and I do hope the Finance
Minister will find it possible to acccept
the suggestion.

The other amendment is more im-
portant in the sense that it really goes
to a considerable extent in the matter
of a thing that has given rise to a
tremendous amount of doubt lately,
mainly the admission of expenditure
by way of royalty payment to the
owner of a colliery or whatever it is,
or mostly to Government. The pay-
ment of royalty is in question now,
as to whether they are deductible ex-
venditure of a revenue character or
whether they are capital expenditure
and not therefore allowable as reduc-
tion from taxable income. I am en-
tirely in agreement with the view that
wag earlier expressed by, I think, the
Minister of Steel and mines, when this
question was at one time raised in the
House here, namely, what is capital
expenditure and what is revenue ex-
penditure is a matter which js very
considerably dependent upon the facts
of each case and cannot form the sub-
ject-matter of any general legislation.
But the point I wish to make 15 this.
In relation to this particular question
of royalty, a doubt hag arisen, and
since it has been the practice to allow
royalty vayments, whether they are
dead-rent royalty in the sense that
they are the minimum royalty if there
is a certain quantity of mineral which
is not lifted or whether they are
royalties relating to the quantity of
mineral lifted,—though these things
never were in doubt—and so far as the
department of industry is concerned,
these were payments of a revenue
character which were not payments
that resulted in the acquisition of a
right or of property or of a long-term
right of any kind, which can he des-
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cribed as capital expenditure, they
really were directly related to the in-
dustrial exploitation of a particular
quarry or g particular mine or what-
cver might by the subject-matter of
the royalty payment. Consequcutl/,
there wag no doubt until, unfortunate-
ly, a casc arose in Rajasthan. It is a
curious_case; I have not got the de-
tails of the facts in the sense that I
have not read the full judgment, since
I came to know about it only recently.
But it js a peculiar case where aunotker
royalty was payable, measureq in
terms of the quantity of limestone
quarried. For some reason that I do
not understand—whether it is a parti-
cular clause in the agreement or some-
thing—the Rajasthan High Court held
that it was not an admissible expendi-
ture for the purpose of computation
of taxable income. I know that that
decision is at present before the
Supreme¢ Court in appeal, but I do
feel we ought not to wait until that
happens if the mind of the Government
on the subject is quite clear, as I ba-
lieve it is. It is not merely a question
of numecrous cssential industries n
the private sector that are concerned,
for instance, thc entire coal mining
industry, the entire cement industry
and quarrying industry of limestone
and all kinds of things, but what is
alsp at stake would be the iron and
steel ‘industry. Enormous royalties
they undoubtedly have to pay if they
have any collieries, if they have any
limestone quarries, for their iron ore
quarries and mines and so on. It is
going to upset the whole structure of
industrial costing, the whole structure
of incidence of taxation on jndustrial
profits where payment of royalties are
involved. I think we ought not to
take a risk of that kind, unless Gov-
ernment feel they themselves have a
very grave doubt on principle, which
1 myself do not think they entertain.
1 am, therefore, suggesting the inser-
tion of a sub-clause by my amendment
No. 132 which reads like this, that
among the allowances that should be
made for computing taxable incomeé
there should be included:

“any rent or royalty paid by the
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assessee to the Central Government
or to any State Government or
local authority for mining rights
or concessions granted to him un-
der a mining or quarrying lease
executed under the provisions of
the Mines and Minerals (Regula-
tion and Development) Act 1957,
or under the Rules made by the
Central Government or any State
Government or local authority in
exercise of powers conferred under
the said Act.”

The result, Sir, would to restore
what has been practised by the depart-
ment over a number of vears, in fact
all the time, that royalties paid with
reference to the amount of material
lifted from a quarry or a mine ought
to be definitely an expenditure allow-
able for the purpose of computation of
profits before you can properly ascer-
tain profits. 1, therefore, very strongly
urge the acceptance of this particular
amendment.

I might mention that after I had
given notice of this, I also received
a copy of a Bill introduced by Dr.
Singhvi  entitled the “Income-tax
Amendment Bill” in  which he has
taken precisely the same point. 1
would just like to read two or three
lines from his Statement of Objects
and Reasons:

“It is commonly accepted that
the payment of royalty is made
wholly and exclusively for the
purpose of a given business. The
question, however, is whether such
payment is on capital or revenue
account. The purpose of the pro-
posed amendment is to ensure that
royalty payments under Mining
Leases are allowed as deductible
expenditure in computing business
income under the parent Act."

Then Dr. Singhvi recites relevant

case law ang goes on to say:

“It would be rertinent to recall
that the Taxation Enquiry Com-
mission (1953-54) in paragraph 7
of its Report (Vol. II, page 87188)
has categorically stdted that
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“where royalty is payabl¢ on the
basis of production, it is clearly
admisible (as deductible business
expenditure)”.  Similarly, the
Direct Taxes Administration En-
quiry  Committee (otherwise
known as the Tyagi Committee)
observed “that disallowance of
royalties in the assessment cases of
mining industry would obviously
hamper its development and abi-
lity to compete in the world mar-
kets.” Moreover, the then Fin-
ance Minister of India, at the uume
of the debate on the Income-tax
Bill, 1961, clearly said that royalty
for mining is eligible for deduction
in computing the taxable income
of a business vide Lok 3abha
Debates dated 28th August i561”

I do not wish to add anything more.
1 am perfectly certain that the depart-
ment is familiar with this matter and
problem, and I do hope the Finance
Minister will find it possible to accept
this suggestion by way of accepting
my amendment.

Shri M. R. Masani: May I add my
plea, Sir, to the plea made by the hon.
Member who has just finished, in
regard to this matter of royalties. 1
remember that this matter came up
when we discussed the Income-tax
Bill of 1961. At that time I asked
the hon. Minister’s predecessor, Shri
Morarji Desai, for a clarification and
assurance in the matter, and in res-
ponse to that plea he was good enough
to give the assurance that this would
be deductible. When later on it was
found that in the case of certain indus-
tries in Rajasthan this assurance was
not being carried out, I remember, last
year, I wrote to my hon. friend, the
Finance Minister, drawing attention
to the case. If he will look up the
files he will find that he was good
enough to point out that the Govern-
ment were of the same view and would
like to carry out his predecssor’s as-
surance. But at that time the case was
pending in the Rajasthan High Court
and the Minister suggested, quite
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reasonably, that the judgment of the
High Court should be awaited. If the
High Court held that to be y deduc-
tion, he said there was no need to
change the law. I thought thai was
a very reasonable and satisfactory
reply. Now, Sir, however, the High
Court has taken a view contrary to
the view that should have been taken
in the light of the deccisions
of commitiees and the assurance of the
Finance Minister in this House. I
think the time has come when this
slight change in the law should be
made so that the effect of this judg-
ment may be corrected. I hope, there-
fore, in terms of his own thinking of
a year ago when he replied to me,
the Minister would be good enough
now to put the matter right.

Dr. L. M. Singhvi (Jodhpur): Mr.
Speaker, Sir, I fully endorse the viewg
expressed by my hon. friend, Shri
Dandekar and supported by Shri Ma-
sani. In introducing this Income-tax
(Amendment) Bill, Amendment of
Section 36, the object that impelled
me was to ensure that the assurance
given by the then Finance Minister
is duly implemented. The assurance
was given when the matter was raised
by Shri Masani on the floor of this
House and the assurance is as clear
and categorical ag can be. Apart from
the assurance, there is the unanimous
sequence of opinions in thig matter
which both from the point of view of
policy as well as from the point of
view of legal jnterprectation has held
that in matters where this related to
production it should not be constried
as capital cxpenditure.  However,
the position has now been made very
difficult on account of the decisions of
Rajasthan High Court. When I raised
this matter in the informal consulta-
tive committee the answer once again
was that the matter js now pending
consideration in the Supreme Court.
Mr. Speaker, this js nothing but a po-
licy of postponement. It is quiic clear
that the assurance was given with the
full understanding of its implications,
that the depariment had followed a
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practice in consonance with the as-
surance and that now the time has
come when the Government should
implement that assurance by accepting
the amendment that has been moved
by Shri Dandekar. That is also
hrought out in the Bill that was intro-
‘duced by me on 30th April 1965. It
appears to me that unless this is done
there would be very considerable
hardship and the cause of giving
fillip and incentive to the mining in-
dustry would suffer almost irreparable
damage in the case of some of these
mining industries. I know that they
are suffering such hardship that they
would have to carry on business al-
most at a loss. This is hardly a ten-
able proposition and I hope the hon.
Minister would be persuaded to accept
the amendment moved by Shri Danda-
ker.

Shri T. T. Krishnamachari: Sir, this
is an omnibus section, and that is why
it is not possible to bring any amend-
ment under this section. It says mere-
ly “other deductions” and I know Shri
Dandekar understands it.

With regard to his amendment about
family planning, the Government has
made a concession in regard to ex-
penditure by companies. I would like
{0 see how it works before extending
the area to institutions where account-
ing, I suppose, is not of the same
characler as companies. Therefore,
my hon. friends would understand if I
as unable to accept their amendment
(Interruption).

As regards the second amendment,
hon. Members who spoke have em-
phasisted the importance of this parti-
cular amendment as a matter of policy.

13 hrs.

In regard to the policy covered by
the question of excluding royalty
payments from eligibility for deduc-
tion for income-tax purposes, a deci-
sion has to be taken. In principle,
deuction of taxes due to local bodies
are not allowed. 1 think, hon. Mem-
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ber, Shri Dandeker, knows it. In fact,
sometimes one pays a very high rate
of Jocal tax and all that he gets is
only one-sixth of the annual value of
repairs. In equity, I think, it is
adjudged that the person who owns
the property  pays; therefore, he
should be eligible for some kind of
reduction in the income-tax. It is
not done. As I said, in equity a,
person can claim that any municipal
or other taxes that he pays should be
deducated from his income, but the
law does not allow it and the law
was administered by Shri Dandeker.

Shri N. Dandcker: It is allowed.
Only in property assessment it is not
allowed. Local {axes are allowed for
computation of business income.

Shri T. T. Krishnamachari: 1t is
a question of income from property.
It is quite likely in equity that what
the hon. Member says is correct.

Sir, the amendments came to me
about two or three days back and I
am asked to take a decision on prin-
ciple. Of course, I know, this matter
is under study. I know that the hon.
Member, Shri Masani, wrote to me. I
believe, he mentioned this to me a
year back. I also know that my
hon. friend, Dr. Singhvi, is very
keen about it in regard to one parti-
cular State. It is not merely a mat-
ter of doing this for the sake of some
mining. ...

Pr. L. M. Singhvi: The Income-
tax (Amendment) Bill that I  have
moveq takes care of the entire posi-
tion.

Shri T. T. Krishnamachari: The
provocation came from a particular

type. I do not say that it is an-
thing that is wrong.
Dr. L. M. Singhvi: Such cases
arise; it is not a particular case.
Shri T. T Krishnamachari: The

hon. Member is needlessly rnder a
misapprehension. 1 am merely say-
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ing that the provocation came because
of a particular set of facts and a
court case in regard to what one
State is doing I have to study the
whole thing. The income-tax Depart-
ment has to find out as to what is
the total amount of royalty paid by
the various industries. As a matter
of fact, my hon. friend, Shri Dande-
ker, was good enough to categorise
the wide area which should be cover-~
ed and relief is sough to be given by
accepting an amendment that is now
proposed.

Besides, Government would be in
a position to make up its mind when
the Bill that has been mogved by the
hon. Member, Dr. Singhvi, comes up
for discussion on the floor of this
House. By that time, I  think, we
should be able to make up our mind.
We would also know what it costs. It
is not merely a question of philanth-
ropy. The Finance Minister is not a
philanthorpist. I make no claim of
that nature, I must find out the re-
venue considerations and effect of it.
1 suppose, any promise given by my
predecessor is binding on me. 1
must find out what is the total reve-

nue that is to suffer by this. I must
have some examination made. I do
hope—I am quite sure: I do not

give a promise—ihat we will be able
to get some more facts and give an
answer when the Bill of Dr. Singhvi
comes up. Then, I should either ask
to defer further consideration of the
Bill or I should give a  categorical
answer. 1 would be better prepared
to do one or the other at that time.
At the moment I cannot accept this
amendment because it is in the nature
of something—you will be surprised
to know—which will probably have
very serious implications from the
revenue point of view.

Dr. L. M. Singhvi: T would only
like to raise this one very little ques-
tion that in view of the point of view
expressed by the hon. Finance Minis-
ter he should consider at least giv-
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ing some interim relief to these
people because, otherwise, this busi-
ness will collapse.

Shri N. Dandeker: They are issu-
ing back-assessment notices where
assessments were completed and it
was allowed. Now they want them
to pay more on fresh assessment of
past taxes.

Shri T. T. Krishnamachari: When I
take a decision, I will  consider all
the implications that have been sug-

gested; but I cannot say what my
decision will be.
Mr. Speaker: I shall put the

Government amendment (No. 3) to
the vote of the House first.

The question is:

Page 13, after line 5, insert—

“Provied further that the provi-
sions of sub-section (2) of
section 32 and of sub-section
(2) of section 72 shall apply
in relation to deductions
allowable under this clause as
they apply in relation to
deductions allowable in
respect of depreciation:

Provided further that the provi-
sions of clauses  (ii), (iii),
(iv) and (v) of sub-section
(2) of section 35, of sub-
section (3) of section 41 and
of Explanation 1 to clause
(1) of section 43 shall, so
far as may be, apply in re-
lation to an asset represent-
ing expenditure of a capital
nature for the purposes of
promoting family planning as
they apply in relation to
an asset representing c¢x-
penditure of a capital nature
on scientific research.”. (3)

The motion was adopted.
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Mr. Speaker: Muy I put all the
other amendments o the vote of the
House together? Amendment No. 95
is the same as No. 130.

Shri N. Dandeker: I would like
amendments Nos. 130 and 131 to be
put together and Nos. 129 and 132 to
be put together.

Amendments, Nos. 130 angd 131, were
put and negatived.

Amendments, Nos. 129 and 132, were
put and mnegatived.

Mr. Speaker The question is:

“That clause 11, as
stand part of the Bill.”

amended,

The motion was adopted.

Clause 11, as amended, was added to
the Bill.

Clauses 12 and 13 were
the Bill.

added to

Clause 14.—(Amendment of section
43) -1

Shri T. T. Krishnamachari Sir 1
have an amendment. The amend-
ment is purely of a drafting nature
and is designed to achieve the inten-
tion underlying the provisions more
effectively.

Amendment made: *

diary company to its holding
company, then, if the conditions’
of clause (iv) or, as the case
may be, of clause (v) of sec-
tion 47 are satisfied, the actual
cost of the transferred capital
asset to the transferee company
shall be taken to be the same as
it would have been if the trans-
feror company had continued
to hold the capital asset for the
purposes of its business”;

(b) for Eaplanation 2 to clause

(6) the following Explanation
shall be substituted, namely:—
“Explanation 2.—When any

capital asset is transferred by
a holding company to it subsi-
diary company or by a subsi-
diary company to its holding
company, then, if the conditions
of clause (iv) or, as the case
may be, of clause (v) of scc-
tion 47 are satisfled, the written
down value of the transferred
capital asgset to the transferee
company shall be taken to be
the same as it would have been
if the transferor company had
continued to hold the capital
asset for the purposes of ils
business”.’ (4).

(Shri T. T. Krishnamachari).

Page 13, for lines 25 to 33, substi-
tute
Mr. Speaker: The question is:
“14. In section 43 of the Income
tax Act,— “That clause 14, as amended.
(a) for Explanation 6 to stand part of the Bill."
clause (1), the following Ex- X
planation shall be  substituted, The Motion was adopted.
namely: —
“That clause 14, as amended,
“Explanation 6.—When any to the Bill.
capital asset is transferred by
a holding company to its sub- Clauses 15 to 19 were added to the
sidiary company or by a subsi-  Bill.
*Amendment made with the recommendation of the Preskdent.
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Clause 20— (Insertion of

new
Chapter VIA)

‘Shri M. R. Masani: Sir, I beg to
Inove:

(i) Page 16, line 7,—

for “fifty per cent.” substitute—
“sixty -er cent.” (96)

(iiy Page 19,—
omit lines 10 to 12 (97)
(iii) Page 19, lines 36 to 40,—

for “his share in the income of a
registered firm which renders
professional service as charte-
red accountant, solicitor, Jawyer;
architect, or such other profes-
sional service as may be noti-
fied in thig behalf by the Cen-
tra] Government in the Official
Gazette is chargeable to tax
and he”,

substitute—

“who exercises the profession
.of a chartered accountant, soli-

citor, lawyer, architect or
management consultant or
such other profession as may

be notified in this behalf by
the Central Government in the
Official Gazette”. (98)

Shri N. Dandeker: I am not mov-
:ing amendments Nos. 133....

Mr. Speaker: Amendment No. 133
is the same as No. 86 and amendments
No. 137 is the same as 97. He can leave
them.

Shri N. Dandeker: Nor am I
moving amendments No. 138 and 139,
as they are covered. Therefore, the
amendments I am moving are Nos.
134, 135, 136, 140 and 141

Sir, 1 beg to move: *

(i) Page 16, lines 12 ang 13,—

omit “out of his
chargeable to tax".

income
(134)
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(i) Page 16, lines 23 and 24,—

omit ‘“out of its
chargeable to tax”.

income
(135)

(iii) Page 17, lines 2 and 3,—

omit “out of his
chargeable to tax”.

income
(136)

(iv) Page 19, line 38—

after “architect” insert—

“management  consul-
tant, author, play-wright,
artist, musician, actor”.
(140)

(v) Page 19, lines 40 ang 41,—

omit “out of his
chargeable to tax”.

income
(141)

Mr. Speaker: Amendment No.
is not moved.

Shri T. T. Krishnamachari: Sir
beg to move:

(i) Page 16, lines 7 and 8, for
“fifty per cent of the aggregate of
the sums specified in sub-section
(2)”, substitute “sixty per cent. of
the first five thousand rupees of
the aggregate of the sums speci-
fied in sub-section (2) and fifty
per cent. of the balance, if any,
of such aggregate”. (5)

(ii) Page 16, lines 36 and 37,
for “to the extent provided in
rule 7 of Part A of the Fourth
Schedule”, substitute ‘in so far as
the aggregate of such contribu-
tions does not exceed one-fifth of
his salary in that previous year or
eight thousand rupees, which ever
is less.

Explanation.—In clause (d) of
this sub-section and in clause (d)
of sub-section (1) of section 87,
“salary” shall have the meaning

assigned to it in clause (h) of
rule 2 of Part A of the Fourth
Schedule’. (6)

13170
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1

*Moved With the recommendation of the President.
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(iii) Page 19, for lines 2 to 8,
substitute—

“(i) in a case where the
handicapped dependent has,
for a period of one hundred
and eighty two days or more
during the previous year, been
admitted in a hospital or a
nursing home or a medical
institution or in such other
institution as may be notified
by the Centra] Government
in the Official Gazette ‘o be
an institution for the care of
handicappeq persons, and
fees and charges for his medi-
cal treatment (including nur-
sing) are payable to such
hospital or nursing home or
medical or other institution,
as the case may be, a sum of
two thousand four hundred
rupees, or”. (7)

(iv) Page 19, omit lines 26 to
33. (8)

1 would like to say that these
amendments have been covered by
my introductory speech. Amendment
No. 5 seeks to raise the deductible
allowance from 50 per cent tuv 60 per
cent up to Rs. 5000. The other
important amendment is in the case of
handicappeq dependents. We ave not
putting a ceiling on the income.

Shri M. R. Masani: Sir, I would like
to explain my amendments Nos. 96
and 98 which are on two entirely
different subjects. The first says that
on

Page 16, line 7,—

for “fifty per cent.” substituie—
“sixty per cent.”

The story of this amendment is that
in my Budget speech I had drawn the
Finance Minister’s attention to the fact
that, no doubt unintentionally, by
making a change in the basis on
which relief should be given in respect
of contributions made to prowvident
fund and insurance premia, etc., he
582 (ai) LSD—®6.
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had, in fact, diminished the quanium
of relief and increased taxation over
by far the widest range of taxpayers.

Shri T. T. Krishnamachari: Sir, I
would like to say, if I might correct
the hon. Member, that there would be
no increase because there has been
diminution in the basic tax.

Shri M. R. Masani: Sir, I do not
want to indulge in a quibble. The
fact remains that when an income-
taxpayer pays a certain tax and cer-
tain deductions and reliefs are given,
if the reliefs are cut, the quantum of
tax goes up. The rate of tax does not
go up but the amount that he has to
pay goes up, as every taxpayer Kuows,

Therefore, 1 pointed out to the
Finance Minister that this unintended
consequence was likely to follow for
all categories of income-tax payers
except a small bracket around an
income of Rs. 25,000 a year. The iran
with an income under Rs. 15,000 who
does not pay Annuity Deposit was
going to suffer and the man with over
Rs, 30,000 or Rs. 35,000 income was
alsp going to suffer. So, I suggested
that the Minister should re-examine
the matter and come before the House
with a scheme which would, by and
large, not reduce the relief that was
intended to be given for deserving
purposes like the life insurance, pro-
vided fund, etc.

The Finance Minister has now come
forward with Amendment No. 5 which
he has moved. That is an attempt on
his part—I welcome it even though it
is partial—to meet the point that I
made, as he promised to do. Unfor-
tunately, Amendment No. § of the
Government does not meet the point
completely. By allowing a deduction
of 60 per ccnt only on the first Rs.
5000 and leaving the rest at 50 per
cent, the present position would still
commit an Injustice on almost all the
people concerned except those in
whose case the amount involved was
less than Rs. 5000. It is possible that
a fair number of peopfe whose
insurance premia, provident fund
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contributions, annuity deposit pay-
ments, etc. do not exceed Rs. 5000 will
get this benefit of 10 per cent more
deduction and I am prepared to
believe that they will no longer be
mulcted. But the fact remains that a
large number of people with incomes
of over Rs. 30,000 will certainly be
mulcted, ¢ven so. Therefore, I moved
my Amendment No. 96 which makes
60 per cent, as suggested by the
Finance Minister, applicable to all
tax-payers, that is 60 per cent would
be allowed on these payments, what-
ever may be the income.

Sir, let me point out that even my
amendment  does not  altogether
remove the injustice done by the
Government proposal. If my amend-
ment is accepted, anyone with an
income of Rs. 50,000 or more will still
pay more tax. [ have not been able
to evolve a formula which woulq be
fair to the Government and ct the
same time be fair to the people with
larger incomes. I do fee] that a man
whose income ig not more than Rs.
50,000 should certainly not be mulcted
by this change in procedure. The
very rich people may be able to take
care of themselves. Therefore, even
my amendment is not doing justice
fully. But it does a great deal more
justice than the Finance Minister’s
amendment is prepareq to do. I
would, therefore, urge that this limit
of Rs. 5000 be dropped and at least
justice be done to those whose incomes
do not exceed Rs, 50,000 a year, and
they are not rich people. Today, a
man with Rs. 50,000 or Rs. 48,000 is
not a rich man because the amount of
Rs. 48,000 is really worth about Rs.
12,000 or Rs. 15,000 in terms of the
pre-war rupee,

My second amendment, that is
Amendment No. 88, is on an entirely
different aspect. I have suggested the
following amendment:

“Page 19, lines 368 to 40—

for “his share in the income of
a registered firm which renders
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professional service ag chartered
accountant, solicitor, lawyer,
architect, or such other profes-
sional service as may be notified
in this behalf by the Central
Government in the Official Gazette
is chargeable to tax anq he”,

substitute—

“who exercises the profession of
a chartered accountant, solicitor,
lawyer, architect or management
consultant or such other profes-
sion as may be notified in this
behalf by the Central Government
in the Official Gazette”.

The point of that is that if a man is
a member of a professional firm, such
as, a lawyers’ firm or chartered
accountants’ firm or architects’ firm,
then he may out of his income pay a
premium for an annuity contract and
he gets a certain amount of relief.
But what I am trying to do is this.
My amendment has two purposes.
The first, which applies to everyone
concerned, is to make this relief
applicable to a professiona] man who
is not a partner in a firm. There is
no reason whatsocver why a map who
is not a partner in a firm, who prac-
tises the same profession, shoulg not
get the relief in so far as his old age
and security are concerned. There
may be a firm of architects and their
partners get the benefit. But there is
another architect who practises on his
own and runs his business as a one-
man firm and he does not get this
benefit. There may be a firm of
management consultants with three or
four partners. They get the benefit.
But if there a management consultant
practising on his own he does not get
the benefit. I am sure that there can
be no basis of principle in support of
such discrimination. So, one of the
things I am asking the Finance Minis-
ter to accept is to make this relief
applicable to al] professional people,
whether they work as partners in a
firm or they have a one-man firm.

The second relief that my amend-
ment would give would be to inciude
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professiona] management consultants
along with the other professions men-
tioned in this clause. There are some
professions that are old and some
which are not so old. The older pro-
fessions like that of lawyers, solicitors,
architects and chartered accountants
are mentioned. But during the last
decade or so, new professions have
come up ang one very well establisheq
profession is that of the management
consultant. There is a Management
Consultants’ Association. They have
written a letter to the Finance Minis-
ter pointing out that there is a very
well-established vocation of Manage-
ment Consultants in this country
recognised by the Ministries of Gov-
ernment, the National Productivity
Council, ang so on. I am suggesting
that the category of management con-
sultants should be included in this
litlle relief that is given. I do feel
that there is nothing controversial
about this amendment, which is a
reasonable amendment. It just tries
to carry out the purposes of the
Finance Minister in a slightly more
reasonable way and I hope that ne
will see that there is justice done and
he will accept the amendment. Other-
wise, the dialogue in which we are
indulging all day today becomes
meaningless if the Finance Minister
is going to say that any amendment
he does not move is not worth think-
ing about,

Shri N. Dandeker: In the beginning.
I would like to say a word or two
in support of what Mr. Masani has
said in respect of the amendments that
he has moved. The first is that this
relief, instead of being limited to 50
per cent, should be raiseq to 60 per
cent. If T may make one observation,
these amendments which Mr. Masani
and I bhave brought forward are
exactly the type of things I complain-
ed in my speech yesterday. Here is
a first-class streamlining of personal
taxation that is adopted and then the
whole thing is being chiselled into by
just nibbling here ang nibbling there
to no purpose at all. I am unable to
grasp why a perfectly good thing is

being really given a bad shape. 1f
our proposals were accepted, thou3®
they are in terms of a little revenue
{o the Government, they concern the
assessee considerably.

The point which Mr, Masani made
and which I wish to emphasise is that
the limit for reliefs in respect of
these rebates should be of 60 per cent
of the aggregate amount admissible.
Each item has its own limit. The
aggregate also has an aggregate limit.
Further more, that of limiteq aggrc-
alone is

gate a certain percentage
admissible. One can carry these
things g little too far. But I would

rather suggest to the Finance Minis-
ter, even at the cost of a little
revenue, in terms of a little more
money that is lost in terms of relief,
if the thing could be clean and tidy.
I think it is worth doing it.

Similarly, the other matter which
Mr. Masanj referred to is the question
of relief to self-employeq peopie. 1
entirely support what he has said. I
am unable to find a reason why every
self-employed person should ot get
the benefil. I am practising as an
individual chartered accountant and 1
am not entitled to this relief. But if
I were a member of a firm, 1 would
be entitled to it. I just do not sece
the point of exercise at all. If a self-
employed person hag been employed
in an industrial concern, he would
have got all kinds of benefit of the
kind that are intendeq to be given.
Tt does not make any sense {o me at
all that it should be confined 1o per-
sons who are parteners in a firm. Even
as regards parterners my amend-
ment No. 140 not only seeks to include
management consultant but also some
other types of professional pecople
which are referreq to in an carlier
part of this particular clause. For
instance, on p. 17, there are a number
of various professions mentioned.
Which I wish to include here, namely,
authors, play-wrights, artists, musi-
cians, actors and so on. These are all
the pcople that suffer terribly Decause
of the fact that they are self-employed
or in these *particular cases some ¢”
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them, like actors particularly, move
from one contract to another ang so
on and so forth.

I would like now to come to the
particular amendments that specifical-
ly stand in my name, and I would like
to take amendment No. 137 first which
is concerned with suggesting the omis-
sion of lines 10 to 12 at page 19.
Here is an excellent example of an
admirable relief newly sought to be
brought in, which is chiselled into for
reasons I am just unable to under-
stand. The relief is in respect of
expenditure incurred by a person
upon a handicapped dependant. It is
a very good innovation.

o) gFW w9 wward  (I719)
TG F F1ITH Y &
Mr. Speaker: Shri N. Dandeker

may resume his seat for a while.
There is no quorum.

The bell is being rung—
Now, there is

Dandeker may
speech,

quorum. Shri N.
now continue his

Shri N. Dandeker As I have said,
it is an innovation of an admirable
kind. In its own terms, it is limited
to dependent relatives. If I choose to
look after some handicapped person
as my charge, that will not be the case
here, but this will cover only the case
of a person who is a dependent rela-
tive. So, that is one limitation. The
second limitation is the period for
which he has got to be in hospital,
and that limitation also can be accept-
ed. But then the amount limit in
such cases is the sum of Rs. 2400, and
in every other case, the amount is
limited to Rs. 600, I should have
thought that this was sufficient for
circumscribing the extent to which
the relief would be admissible. But
this particular clause goes on to say,
anq which is what I suggest should be
deleted, ‘as reduced in either case, by
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an amount equal to the income, if
any, of the handicapped dependant in
respect of the previoug year.’ Suppos-
ing my mother is handicapped and
she is in hospital, I am supposed first
of all not to spend more than so many
rupees, and if I do, the rclief is
limited to this amount, which | must
accept because there must be some
limit, but I am supposed to find out
what her income js and deduct it from
this magnificent sum of Rs, 2400 if she
is in hospital or the magnificent sum
of Rs 600 if she is not in hospital.
Perhaps, you are not aware that there
is another limit already provideq in
this clause namely that nothing in thig
clause shall apply where the income
of the handicapped dependant in res-
pect of the previous year exceeds Rs.
2400 or as the case may be Rs. 600.
Why have this thing at all? T
think that it is such a ridiculous little
piece which is made more ridiculous;
actually it is not in itself ridiculous,
but it is made so laughable by at least
these lines which I have suggested
ought to be deleted.

That leads me on to amendments
Nos. 134, 135, 136 and 141, each one of
which is concerned with the deletion
of the words ‘out of his income
chargeable to tax’. There are all
these various reliefs, if I pay life
insurance premia, if I pay these
various other things or if it is a ques-
tion of an individual who is a self-
employed person as a partner in a
firm and so on. But all these reliefs
are subject to, as I have already
stated, a maximum limit of their own,
an aggregate limit taken together and
a further limit in terms of proportion
of that aggregate which may be
allowed, and then we have this mean-
ingless limitation that these payments
must have been made by the person
concerncd identifiably and specifically
out of his income chargeable to tax.
If this limitation jg to be honestly
observed, because the income-tax
officer is entitled, if these words are
there, he can ask me or call upon me
to prove that I did not pay this out of
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capital sum that I had, I did not pay
this out of tax-free income which 1
had, but I specifically paid it out of my
income chargeable to tax. Even after
all the other limits are observed,—a
specific limit per item of expenditure,
an aggregate limit for the whole lot of
them, and 'then a percentage limit for
the aggregate limit,—I must specifical-
ly and identifiably prove that my life
insurance premium was paid out of
my income chargeable to tax. The
only honest way of doing this for any
person with any reasonable amount of

money around him is to maintain
three bank accounts, one bank
account for capital transactions

another bank account for income-tax
free income like, for instance, tax
credit certificates and all those other
things that are coming along, and yet
another for income chargeable to tax,
so as to be able to prove to the
income-tax officers specifically and
identifiably that “My funds were not
mixed” up but I specifically paid it
out of income chargeabla to tax. The
consequence, if I mix them all, is that
the income-tax officer in the dis-
charge of his duties would be in a
position to say ‘Mr So-and-so, you
have paid this; I do not know where
you paid this sum from; you have
paid it out of g mixture of funds,
therefore, I am entitled to apportion,
and 1 am going to apportion these
payments out of this mixture of funds
and to the elements constituting the
mixture of funds in a certain propor-
tion, I shall assess that what you
have paid out of your income charge-
able to tax was only that proportion
of the payments which bears the same
proportion as the income chargeable
to tax bears to this and to that and
the other source of funds’ This is
just meaningless, but that is what will
happen. It just involves exercises of
a kind that should be unnecessary.
It involves waste of time and, if 1
may say 8o, temper as between the
income-tax officer and assessees,
which is also unnecessary. I do
strongly suggest that this phrase ‘out
of his income chargeable to tax'. the
deletion of which I have suggested at

the four places where it occurs, ought
to be deleted.

Shri Prabhat Kar (Hooghly): So far
as the amendment moved by Govern-
ment, namely amendment No. § is
concerned, it has been suggested by
my hon. friend Shri M. R. Masani that
there should be no limit. of Rs, 5000,
Here, 1 support Government because
my grouse has been that the reliet
which has been granted by way of
streamlining this tax chapter has not
been fair so far as the lower income
groups are concerned. I am glad that
at least now there has been some
relief, but then the percentage of
relief to the low income groups is
less in comparison with that for the
high income groups. So, if further
relief were to be granted, it is neces-
sary to grant it to the low income
group people only. Here, I do not
know whether it is correct to say that
even the low income group people are
benefited, because the total amount in
respect of life insurance premia and
provident fund etc. is Rs. 5000; I
think it does not refer to the low
income group but only to the middle
income group. My hon, friend Shri
M. R. Masani has guggested that this
should cover people belonging to all
income groups.

But let us see what the situation in
the country today is, so far as the
high Income group people are con-
cerned. No doubt, everybody will
say that they are suffering due to
nigh prices and the abnormal rise in
prices, but it is a question of degree.
We have to see to what extent the
common people or the people in the
low income group or people who
have an annual income of Rs. 5000
or Rs. 6000 or Rs. 7000 who are to
pay income-tax are suffering. My
suggestion, therefore is that so far
as this type of persons is concerned,
there should be no income-tax at all,
and the income-tax limit should be
raised to roughly Rs. 10,000. That is
what we are demanding. So, if at all
relief is to be granted, it should be
granteq to the low income groups
and it should not be extended to all
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[Shri N. Dandeker].
persons. So, here I agree with Gov-
ernment.

I was wondering at what Shri N.
Dandeker had said in regard to
another provision. If one wanis to
distort a particular provision, one can
distort it to any extent and make it
appear ridiculous and one who has the
capacity and the wits can do it, and
my hon. friend Shri N. Dandeker has
that capacity to do so. And that was
what ne did when he referred to the
phrase ‘out of his income chargeable
to tax’ and suggested that it should
be deleted. He suggested that in that
case one would have to maintain
three sets of accounts. I would submit
that that is not necessary, If the
accountg are maintained properly, it
could be easily found where the pay-
ments are coming from, and whether
the same has been included in the
income-tax assessment or not. It is
not necessary that you have got to
keep three accounts and have to prove
that this amount has been debited
from a particular account, it has not
been debited from the capital account.
This, is pure and simple, a device to
create a situation to ridicule; it may
be argued in that way, But it is not
necessary that the man will have to
keep all these three accounts and in
order to prove before the ITO that
this amount is being paid, pure and
simple, out of an amount which is
only chargeable to income-
tax and not out of capital and all
those things. This is only to confuse
the position; I think it is not neces-
sary at all. It can be proved and there
will be no harassment so far as the
assessee is concerned.

So far as the other part is con-
cerned, I do not know exactly what
are the reasons for the differentiation
between a profesional man who is a
member of a firm and a professional
man who is not. I would like the
Finance Minister to tell us the

rasons for differentiating between a
professional man who is a member of
the firm, a chartered accountant’s or
solicitor’s firm and a man who is an
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ordinary  solicitor  or chartered
accountant. If he is a member of the
firm, ne can get that advantage; if he
if ne is not a partner of the firm, he
will not be given that advantage.
This requires explanation.

Shri Morarka (Jhunjhunu): 1
would like to seek a clarification from
the hon. Finance Minister. The first
is about deductions in respect of
medical trcatment etc. of handicapped
persons, The hon. Minister has pro-
posed that a sum equal to Rs. 2,400,
If the patient is hospitalised, other-
wise a sum of Rs, 600, may be
deducteq out of the taxable income
of the person on whom this patient is
dependent.

In this connection, I would like to
know what would be the position in
respect of the cxpenditure tax, Last
year, when he restored the cxpendi-
ture tax, he eliminated this item
from the exemptions. You would
remember that I pleaded with him
very much at that time that at least
the amount spent for the treatment
of the old parents or dependents or
children etc. must be allowed as an
item of expenditure, But somehow or
other, at that time he did not con-
sider my request reasonable and did
not accept it.

Now with this provision that he
has allowed it as an item of expendi-
ture, it is all the more necessary that
ne must make a similar allowance in
the expenditure tax also, because the
rate of expenditure tax is much
higher than the rate of income tax
at least up to certain lower slabs,

The second point on which I would
seek clarification is the one about
which Shri Prabhat Kar also spoke,
namely about the professionals to
whom this concession has to be given.
This concession is given to an
individual professional, Whether he is
a memer of the firm or whether he
is an indlvidual or whether he is a
member of a company or not is an
irrelevant matter. After all, you are



13183 Finance Bill, 1965 VAISAKHA 15, 1887 (SAKA) Finance Bill, 1865

giving this for the benefit of the
individual. In what capacity he func-
tions and where, is not a matter of
great concern, so far as this fiscal
relief is concerned.

Therefore, I think there is a great
merit in the amendment and the hon.
Minister should consider whether
there is any way by which he can
implement this thing so as to give this
concession to all professional people,
whnerevey they may be, not necessarily
that they must be members of a
registered firm, I hope the hon, Min-
ister would consider these two
suggestionsg and give necessary relief.

Shri Himatsingka (Godda): The
hon, Member, Shri Prabhat Kar, said
that no separate account need be
kept. But I can say that we have to
kcep separate accounts even of our
salary and allowance as MPs. If we
make mix them up and if we spend
the money, for the purpose of relief
we will not be entitled to get the
benefit because part of it is taxable—
salary is taxable—and part—daily
allowance—is not. Therefore, this
‘hedging in of the conditions should
be removed to make it avaliable to
the persons who spend the money.

Shri T, T. Krishnamacharl: I was
just wondering whether the position
of a Finance Minister is not like
that of a demi-mondaine who made
the first mistake and, therefore, is
taken down the path, I have seen the
confusion that comes because of these
problems. We give some relief here
and some relief there and when we
put them in the Bill, we get into
trouble. But I think the results
certainly  justify undertaking the
trouble.

There are two matters. T will take
up first, the question of dependants
who are incapacitated. As I said, I
have got a great deal of respect for
intelligent people, because I wish I
am as intelligent as intelligent people,
are, But there /s what is called in

13184

logic the fallacy of reductio ad
absurdum, It i3 an extremely potent
instrument in argument and discussion.
My hon. friend, Shri Dandekar, just
indulged in it, He knows that when

you say that this amount can be
deducted from your taxable income,
it means there must be a taxable

income; otherwise, there will be no
deduction. If a person hag an income
which is not taxable, suppose he has
an income of only Rs. 4,300 which is
not taxable, or he has an income a
little more, and with the deductions
he has only an income which will not
be Rs, 2,400, we cannot give any
benefit there, I can only give the
benefit to somebody who pays the
tax on an income of Rs, 2,400 beyond
the allowances, in which case he
can have a deduction.

So there is no point in making me
look silly.

Shri N, Dandeker: Would
fication not be required?

identi-

Shri T. T, Krishnamachari: The
hon, Member knows that this cannot
be done. He himself has been doing
this kind of thing.

Shri N. Dandeker: In a particular
case I know the ITO has insisted on
identification of funds.

Shri T. T. Krishnamachari: I shall
certainly issue clarificatory instruc-
tions to dunce ITOs—some of them
are—to say that you cannot insist on
a thing which does not exist, Could
you insist on something which does
not exist? Therefore, I do not think
I need labour that point any more.

Mr. Speaker: If the assessee can
prove that there is a taxable income?

Shri N, Dandeker: It is not enough.
If as Shri Himatsingka, said, I put
my salary and allowance as MP
together, I am sure the ITO will refuse
relief.

Shri T. T. Krishnamachari Any-
way, there Is this difficulty’ The hon.
Finance Minister is pigheaded, he
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[Shri T. T. Krishnamachari].

does not accept amendments—it is
not that position, I am in a very
peculiar position. Of course, I am

petifogging, The Finance Minister has
to count tne paisa; otherwise, the
rupees will not be there, I will come
to it a little later.

In any event, if there is any diffi-
culty, we will look into it. But I do
not think there should be. If neces-
sary, if the hon. Member who is
certainly an expert in this field could
enlighten me, I will issue instruc-
tions.

Now we come to the other thing.
The main question is of the deduc-
tions in respect of deductable expenses
like insurance premium, provident
fund etc, The hon. Member, Shri
Masani, pointed that out at the time
of the general discussion. I had the
matter examined and I have found
that the full benefit of the reduced
taxes does not go to the lower income
group. In the case of some of them
it is 35, some 45, 54 in one case, upto
30 in another case, apart from the
deductions in the taxes they would
have paid, So, I had said that I would
have it examined whether I could
make it 60 per cent up to Rs. 5,000.
At that time I gave certain figures
of filve categories which would pay a
little more—Rs. 16,000 would pay
Rs. 36.25; Rs. 23.00 would be Rs. 50.

I quite agree witnh my hon. friend
Snri Prabhat Kar that the category
below Rs. 15,000 is entitled, but we
are thinking of many things in which
we can help them, and we will find’
out something more to be done later
on.

I have been told that the higher
income slabs are not affected because
if it is on a slab basis, any concession
given to the lower income slab
automatically accrues to the higher
income slab, i.e., when it is on a slab
buagls, There are certain things which
are not on a slab basis, Here on tne
first Rs.5,000 it will be 60 per cent.
thereaftec it will be 50 per cent, The
higher Income slab will get the

1965 Finance Bill, 1965 13186

benefit of the extra 10 per cent on
Rs. 5,000; it will be added up.

By making it 60 per cent, I am told
I lose something like Rs. 2§ crores.

Shri M. R. Masani: You do not lose.
You lose the additional gain you are
making by the back door,

Shri T. T. Krishnamachari: Back
doors are not available to me. I only
come by tne front door and go back
by it, I do not say of anybody. It
may be that some people prefer the
back door. Anonymity is sometimes a
useful thing to have, but so far as I
am concerned, of course, my hon.
friend yesterday told me that I was
a bankrupt. How can a bankrupt
think of giving away Rs. 24 crores?
Now he thinks I am a very affluent
person.

Shri M. R. Masani: You are chang-
ing the law and taking more money.

Shri T. T. Krishnamachari: The
position is that I am not an actor. I
am just an ordinary human being.
I cannot come out of the room and go
on the stage and say that I am a rich
man and can give up the money. The
next moment I cannot say I am a
bankrupt and 1 have need of money.
Therefore, I am afraid I am unable to
accept the proposition put forward by
the hon. Member,

As 1 said, there are classes of
people, may be of Rs. 15,000 deserv-
ing some relief. I would like to tell
Shri Prabhat Kar that it may even
probably have to go up to Rs. 20,000.
They need some kind of relief, some
kin of encouragement to save, I
think this is merely an encourage-
ment to save. I was very happy to
learn from somebody who is in the
insurance business that there hag been
a little spurt in the business which
they are getting because of this con-
cession. I would like to give a little
more. So, what we want today is thad
people should earn and save, There-
fore, I am not in a position to accept
this amendment.
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Then, there is the question of
artists, Logically everything that the
hon. Members have said might be
done, but an institution has to
identify certain things. So far as the
non-insured people are concerned, 1
have given in my scheme of annuity
deposits an additional 25 per cent. I
do not know how many have taken
advantage of it. Why do not the people
who come and ask for concession,
take advantage of that? That is
without tax. Artists who earn Rs, 2
lakhs to Rs. 10 lakhs can put away a
part of it, 10 per cent of what they
have; another 25 per cent ag annuity
which is not taxable, which will be
paid back to them in ten years. We
have got cumulative time deposits
free from tax which can be taken

advantage of, and is being taken
advantage of. We might perhaps
think of some other institutional

benefits, One of the things that is
working in my mind is whether the
State should not start a Pension
Fund, Any amount given to the
Pension Fund should necessarily be
deducted out of the income-tax. I
think we should do it.

Then, it is easy to indentify insti-
tutions. They can subscribe to the
Pension Fund, and any subscription
that they make will be automatically
deducted so far as income is concern-
ed. 1 have to think of it and I can
assure the hon, Member that this is
a matter to wnich I will certainly
give attention and find out what I can
do for this class of people,

I do not say they do not deserve
anything. My only difficulty is again
of identification which becomes more
dificult. A firm, a partnership, a
lawyer firm or an architects’ firm or
an auditors’ firm is easier to identify
than the individuals, but for the
individuals we have to find something,
and I promise the House that I will
try my best to find if I can produce
another institution for that purpose
where people could put their money
and get their pension, and at the
same time get some benefit by way of
taxation.

13188

For tne present I am afraid hon.
Members will have to forgive me if
I say I am unable to accept the
amendment.

Shrl Morarka:
Expenditure Tax?

What about the

Shri T, T. Krishnamachari: It is an
anomaly which creeps in. I will have
the matter examined,

Mr. Speaker: The question is:

(i) Page 16, lineg 7 and 8,
for “fifty per cent. of the aggre-
gate of the sums specified in sub-
section (2)"”, substitute “sixty per
cent. of the first five thousand
rupees of the aggregate of the
sums specified in sub-section (2)
and fifty per cent, of the balance
it any, of such aggregate” (5).

(ii) Page 16, lines 36
for “to the extent provided in
rule 7 of Part A of the Fourth
Schedule”, substitute ‘in so far as
the aggregate of such contribu-
tions does not exceed one fifth of
his salary in that previoug year
or eight thousand rupees, which-
ever is less.

and 37,

Explanation.—In clause (d)
of this sub-section (1) of section
87, ‘“salary” shall have the
meaning assigned to it in clause
(n) of rule 2 of Part A of the
Fourth Schedule’, (6).

(iii) Page 19, for lines 2 to B,
substitute—

“(1) in a case where the
handicapped dependent has, for
a period of one hundred
and eighty two days or more
during the previous year, been
admitted in a hospital or a nurs-
ing home or a medical institu-
tion or in such other institution
@8 may be notified by the
Central Government in the
Official Gazette to be an insti-
tution for the care of handi-
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capped persons, and fees and
charges for his medical treat-
ment (ncluding nursing) are
payable vt such hospital or
nursing home or medical or other
institution, as the case may be,
a sum of two thousand four
hundred rupees, or”. (7).

(iv) Page 19, omit lines 26 to
33. (8).
The motion was adopted.
Mr. Speaker: I put amendment 96
to the vote of the House.
Amendment No. 96 was put and
negatived.
Mr. Speaker: I put amendment 97
2o the vote of the House.
Amendment No. 97 was put and
negatived.
Mr. Speaker: I put amendment 98
to the vote of the House.

Amendment No. 98 was put and
negatived.

Mr. Speaker: I put amendments
134, 135, 136, 140 and 141 to the
House.

Amendments Nos. 134, 135, 136,

140 and 141 were alsp put and
negatived.

Mr. Speaker: The question is:

“That Clause 20, ag amended,
stand part of the Bill.”

The motion was adopted.

Clause 20, as amended, was added
to the Bill,

Clause 21— (Amendment of
84).

Shri N. Dandeker: I beg to move*:

(i) Page 23, line 36—

after “Income-tax Act,” insert—

‘(i) in sub-section (2), for

the word “eightcen”, the word

‘“twenty-three” shall be substi-

tuted;

gection
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(ii) after sub-section (3), the
following sub-section shall be
inserted, namely—

“(3A) This section shall also

apply to an industria] under-
taking such ag is referred to
in section 280ZA in respect
of the profits and gaing of
the undertaking arising after
it has been shifted to the
new location.”.’ (155).

(ii) Page 23, lines 36 to 38—

the words and flgures com-
mencing with “in sub-section
(6)” and ending with “shall be
substituted”, shall be numbered
as clause “(iii)”. (156).

(iii) Page 23,—
after line 38, insert—

‘(iv) for clause (i) of sub-
section (7), the following
clause shall be substituted,
namely: —

“(i) for the assessment year
relevant to the previous year
in which there is for the first
time any income chargeable
to tax after setting off the
losses, if any, relating to pre-
ceding years, and deprecia-
tion and development rebate,
and”. (157).

Shrl Himatsingka: 1 beg to move:

Page 23—
for clause 21, substitute—

“91. In section 84 of the In-
come-tax Act,—

(i) in clause (iii) of sub~
section (2), for the word
“gighteen” the word “twenty-
three” shall be substituted;

(ii) in sub-section (6), for
the word, figure and letters
“Chapter XI-D", the word and
figures “Chapter XI” shall be
substituted; and

*Moved with the recommendation of the President.
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(iii) for clause (i) of sub-
section  (7), the following
clause shall be substituted,
namely: —

“(i) for the assessment year
relevant to the previous year
in which the net result in
respect of income of the
undertaking from manufac-
ture or production of articles,
after getting off depreciation
allowance anq development
rebate is income assessable
to tax, and”.’. (143).

Shri N. Dandeker: Amendment 135
is concerned with extending the so-
called tax holiday for newly establish-
ed industrial undcrtakings and hotels
to those to be established up tp 31st
March, 1971. At present, the period
up to which they can be established
in order to be eligible for the five
year tax concession is only 3lst
March, 1971. At present, the period
which they could be established is
substantially extended, there is going
to be a considerable doubt in the
minds of people whether they ought
to go ahead counting upon this con-
cession for neyw industrial undertak-
ings. Hence my amendment.

1349 hrs.
[{MR. DEPUTY-SPEAKER in the Chair]

Shri T.T. Krishnamachari: May 1
interrupt the hon. Member to point
out that all that Clause 21 says is:

“In section 84 of the Income-
tax Act, in sub-section (6), for
the word, figures and letter
“Chapter XI-D”, the word and
figures “Chapter XI"” shall be
substituted.”

There is no amendment made. It
is of course for the House and for
the Chair to decide whether a basic
amendment can now be moved to a
section for which there is no substan-
tial amendment at all.

Shri N. Dandeker: I have obtained
permission under the Constitution to
move these amendments.

1319,

Shri T. T. Krishnamachari: I am
merely pointing thig out and it is for
the Chair to decide.

Mr. Deputy-Speaker: The main
sectiong are not sought to be amend-
ed by this Bill.

Shri N. Dandeker: I am seeking to
insert two sub-clauses in clause 21
and I want that the clauses should
be re-numbered.

Mr. Deputy-Speaker: The questions
are not being changed or amended
by this Bill. They are only re-num-
bered. Your amendments will not
be relevant.

Shri N. Dandeker: Then permis-
sion should have been refused by the
President. I have asked permission
specifically.

Shri T. T. Krishnamachari: The
permission given by the President is
a blanket permission. If any Mem-
ber asks for it, I send it and recom-
mend it to the President. Anyway,
I do not object to it and the hon.
Member can go on. I only pointed
out that it is something which is not
relevant to the material before the
House.

Shri Prabhat Kar: The question is
a very important one. If no clause
of the Original Act is before the
House, could there be any scope for
moving any amendment? It is this
point which will have to be decided?

Mr. Deputy-Speaker:
right.

That is all

Shri Sham Lal Saraf (Jammu and
Kashmir): There is one thing for
some reasonable time the continuity
of taxation policy. That is very im-
portant.

Mr. Deputy-Speaker: I am not rul-
ing it out.

Shri Morarka: If so, Sir, the con-
sequence would be that hereafter-
wards toc eny Bill eny amendment
could be moved for any section.
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Mr. Deputy-Speaker: Provided the
clause itself is before the House,
Here the clause is before the House.

Shri Morarka: It is true. But so
far as this clause is concerned, it
does not make any amendment to
the substance of the section or of the
Act. It only says that it should be
re-numbered and if once you give
this ruling, you cannot rule out
similar amendments in future.

Shri Dandeker: My amendment
No. 156 seeks to insert in the income-
tax Act two sub-clauses. The first
one, as I said, has the effect of ex-
tending the period of eligibility for
cstablishment of new  undertakings,
not merely upto the 31st March, 1966
but upto 31st March, 1871. Other-
wise, all planning for the establish-
ment of new undertakings will come
to an end or at any rate it will be
considerably affected because people
do not know whether it will be en-
titled to this comcession. Although
in fact this concession does not
amount to very much, still it is g
factor to be taken into calculation.
My amendment No. 155 says that
this section shall apply to an indus-
trial undertaking such as is referred
to in the new section 280ZA in res-
pect of the profits and gains of the
undertaking arising after it has been
shifted to the new location. There
are provisions later on in the Bill
whereby industrial undertakings
shifting from the urban area to some
other area with the approval of the
Central Goverriment are entitled to
cetrain concessions of a very novel
kind but very desirable. The move-
ment of the undertaking from one
place to another is virtually to be
regarded as establishing a new under-
taking for the purposes of relief and
that is the effect of the clause that T
have suggested to be inserted.

Finally my amendment No. 157 is
concerned with a very important
point in the sense that it is concerned
with the substance of the relief. The
substance of the relief in the cases
to which it is applicable, is that
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profits upto six per cent of the capi-
tal employed in the new undertakings
(computed in a particular manner)
will be exempted from tax. But in
fact most of the new undertakings
that I know of or I have heard of
do not, in fact, get the benefit of this
tax concession for the reason that in
the first three or four years they
make, if at all, very little profits or
if they make a profit a good deal of
it is absorbed by depreciation, deve-
lopment rebate and the like and the
result is that most of them do not
get the benefit of this concession for
more than a year. A few get it for
iwo years. The amendment that I

have suggested in No. 197 would
have the effect of mitigating this
evil. Shall I read it? It reads:

“for the assessment year rele-
vant to the previous year in
which there is for the first time
any income chargeable to tax
after setting off the losses, if any,
relating to preceeding years and
depreciation and development
rebate, and...”

If any industrial undertaking cam
get any benefit out of this, it can be
only after the profits begin to
emerge. The period of the benefit
ag laid down in the Act should con-
tinue for a period of five years, from
the year in which there is for the
first time any income chargeable to
tax after setting off the losses, if any,
relating to preteding years.

Shri Prabhat Kar: Sir, I oppose
this amendment. First of all, it is
not before the House. Secondly, so

far as this provision is concerned, it
is not at all a new thihg which has
come over here. Therefore, the ques-
tion of extending tne period by five
years which is 31-3-1965 should not be
made a permanent help to go on
extending the period and therefore,
it should net be accepted.

&hr T. *. Krishnamachari: Sir, as
1 said we had no amendment to t.h_e
original section of the Bill at this
stage.
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Mr. Deputy-Speaker: I will put
amendments Nos. 143, 155, 156 and
157 to the vote of the House.
Amendments Nos. 143, 155 156 and

157 were put and mnegatived.

Mr. Deputy-Speaker: The question
is:

“That Clause 21 stand part of the
Bill”.
The motion was adopted.

Clause 21 was added to the Bill.

Clause 22.— (Insertion of new section
854).

Amendments made: *

(i) Page 24, line 11,
included"”,
insert “(other than any such
income on which no income-tax
is payable under the provisicns
of this Act)”. (9).

(ii) Page 24, line 25, after “so
included”,

“,

after “so

insert “(other than any such
income on which no income-tax
ijs payable under the provisions
of this Act)” (10).

(Shri T. T. Krishnamachari).

Mr. Deputy-Speaker: The question
is:

That clause 22, as amended,
stand part of the Bill.”

The motion was adopted.

Clause 22, as amended, was added to
the Bill.

14 hrs.

Mr. Deputy-Speaker: Now, we take
up clauses 23 and 24. There are no
amendments. The question is:

“That clauses 23 and 24 stend
part of the Bill”

The motion was adopted.

Clauses 23 and 24 were added to
the Bill.
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Clause 25—-(Amendment of section

87).

Shri T. T. Krishnamacharl: I beg to
move**:

(i) Page 25, after linc 9, insert—

‘(i) in clause (d) of sub-section
(1), for the words, fijgure and
letter “to the extent provided
in rule 7 of Part A of the Fourth
Schedule”, the words “in so far as
the aggregate of such contribu-
tions does not exceed one fifth of
his salary in that previous year
or eight thousand rupees, which-
ever is less” shall be substituted;'.
(11)

(ii) Page 25, line 10 for
substitute “(ii)". (12)

(ii’) Page 25, line 13, for
substitute “(iii)"”. (13)

Actually, these are again clarifica-
tory amendments. Amendment Nos.
11 and 12 clarify the position. The
othrer amendments re-numbers the
clause.

Mr. Deputy-Speal
is:

Page 25, after line 9, insert—

“@y”,

“(iiy”,

The questi

‘(i) in clause (d) of sub-
section (1), for the words, figure
and letter “to the extent provi-
ded in rule 7 of Part A of the
Fourth Schedule”, the words
“in so far as the aggregate of such
contributions does not exceed one

fifth of his salary in that pre-
vious year or eight thousand
rupees, whichever i less” shall

be substituted;’. (11)

The motion was adopted. °
Mr. Deputy-Speaker: The question
is:

Page 25, line 10, for “(i)", aub-
stitute “(ii)”. (12)

The motion was adopted.

*Amendment made with the recommendation of the Presideni.—’

**Moved with the recommendation of the President.
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Mr. Deputy-Speaker: The question

Page 25, line 13, for “(ii)”, sub-
stitute “(iii)”. (13)

The motion was adopted.
Mr. Deputy-Speaker:

The question

“That clause 25, as amended,

stand part of the Bill.”
The motion was adopted.

Clause 25, as amended, was added to
the Bill.

Clause 26— (Amendment
88).

Shri N. Dandeker: | beg to move*:

of section

Pages 25 and 26,—
for lines 40 and 41, and 1 to 10°

respectively, substitute—

* “Provided further that in res-
pect of any such sums pa‘d
during any previous year re-
levant to the assessment year
commencing on the 1st day of
Apri] 1965 or any subsequent
assessment year, this sub-
section shall have effect as if
for the words ‘seven and halt

per cent’ and the words
‘one hundred and  fifty
thousand rupeces’ the woids

‘ten per cent.” and ‘give hund-
red thousand rupees’ had been
respectively  substituted:” ;.”’
(158)

The reason for this amendment is
this. The provision as it stands
raises the monetary limit up to which
donations will qualify for rebate from
Rs. 2 lakhs to Rs. 5 lakhs, in respect
of donations for renovation and re-
pairs of any temple, mosque, gurd-
wara or churchr as may be notified by
the Government as a place of public
worship. What I am  suggesting is
this. I do not think it is proper to
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make this kind of distinction in a
secular State about churches and
temples and  gurdwaras. T think

either it must be a case of extending
the monetary limit or charitable dona-
tion or not at all. As the Govern-
ment seem to be quite rightly an-
xious in these days, because charitable
contributions are falling off, they are
quite rightly of the view that we
ought to increase this. But 1 think
the increased limit should apply to all
charitable contributions to recognised
charitable institutions and so on, the
qualifications and the limitations for
which are already quite clear. The
effect of my amendment will there-
fore be that these increased limits
should apply to all charitable dona-
tions and not merely to donationg for
the renovation of mosques, temples,
gurdwaras, churches and the like.

Shri T. T. Krishnamachari: The de-
finition is intentional, because ‘n one
case, the temples, gurdwaras, churches
and mosques have to be of particular
categories, and accepted as such by the
State Governments, Every gurlwara
and temple, and every mosque and
every chrurch would not be entitled to
it. They mus¢{ have some importance.
That itself is restrictive. It restricts
the number. These temples are rTeno-
vated not every time: maybe it is
once in 100 years. There has not been
any cheese-paring about it so as to
spread it out to three or four years.
They all make to the total good. In
many cases, the charitable institutions
and trusts are maintained for charity
on the principle that charity begins
at home. The distinction is definitely
maintained.

I have been
friend of

I can also say this.
told by a very good
mine. ...

Shri N. Dandeker: I do not
donations to private charities
admissible either.

Shri T. T. Krishnamachari: ... that
why we should say, “temples of im-

think
are

*Moved with the recommendation of the President.
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portance”” Why not say every
temple? Then, you throw open the
door wide. It has to be something
which is recognised. It has to be
temples or like places of worship
which are more important and which
are recognised, and identificd as such
by the State Governments. I am un-
able to accept the amendment, and 1
am unable to expand the scope of this
particular provision.

Dr. M. S. Aney (Nagpur): I should
think that thre amendment which has
been suggested is really important.
I do not know what the hon. Minister
means by saying that the religious
property should be identifiable. The
Government can maintain a register
—they must be having a register—ol
the temples that exist, which are sup-
ported by the people, or to which
donations are made by the people out
of religious instinct. I think there is
no reason why they should be exclud-
ed from this and not be covered hy
this provision.

Mr. Deputy-Speaker: Anyway, it is
not acceptable to the Minister. I shall
put amendment No. 158 to the vote.

Amendment No, 153 was put and ne-
gatived.

Mr. Deputy-Speaker: The question
is:

“That clause 26 stand part of the
Bill.”

The motion was adopted
Clause 26 was added to the Bill.

Clauses 27 to 30 were then added to

the Bill.

Mr. Deputy-Speaker: Then there is
an amendment to include a new
clause—clause 30A. Not moved. All
right. So, the question is:

“That clauses 31 to 35
part of the Bill”

stand

The motion was adopted.

Clauses 31 to 35 were added to the
Bill.

Clause 36— (Amendment of section
114).

Shri Morarka: 1 beg to move*:

Page 28, line 16, for “ten” sub-
stitute “twelve and a half”. (201).

This amendment concerns the bonus
shares and the capital gains tax. The
hon. Finance Minister in his budget
speech said:

“The companies issuing bonus
shares pay a tax of 12} per cent
on the face value of these shares.
It stands to reason that if a
person pays capita] gains tax on
bonus shares issued to him some
part of the tax paid by the com-
pany on the same issue should go
{o mitigate his liability for capi-
ta] gains tax. 1 propose, there-
fore, to allow a rebate of up 1o 10
per cent of the face value of bonus
shares from the capital gains tax
on such shares.”

My amendment increases the 10 per
ceny to 124 per cent. As you know,
the capita] gains tax on bonus shares
is levied at two stages: first on the
Company at the rate of 124 per cent
of the face value of the shares, and
then on (he shareholders, the indivi-
duals, or .h¢ company, whatever it
may e, on the market value of the
shares and not on the face value. The
rate is that which is applicable to him
according to his income and so on. My
amendment is simple. It says that
instead of the 10 per cent reduction
which the shareholder would get, it
must be 124 per cent. The company
is paying 12} per cent tax on the
issue of bonus shares and once the
principle is accepted, I am sure the
Finance Minister would find it possi-
ble to accept this suggestion that cut
of the capital gains tax payable by the
shareholder, a sum equal to 12} per
cent of the face value of the shares
should be refundable. So, I mpove.

*Moved with the recommendation

of the President.
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Shri T. T. Krishnamachari: In fact,
the logic of putting it as 10 per cent
also extends to 12§ per cent which
could be fixed. So, I accept this
amendment, and also the next amend-
ment of the hon. Member, since bo:h
of them are having the same rpur-
pose. st

Mr. Deputy-Speaker: The question
is:

Page 28, line 16, for “ten” sub-
stitute “twelve and a half”. (201)
The motion was adopted.

Mr. Deputy-Speaker: The question
is:

“That clause 36, as
stand part of the Bill.”

amended,

The motion was adopted.

Clause 36, as amended, was added to
the Bill.

Clause 37— (Substitution
section for section 115).

of new

Shri Morarka: I beg to move :

Page 28, line 32, for “ten” sub-
stitute “twelve and a half” (202)

Mr. Deputy-Speaker: The hon.
Minister has already said that he
accepts this amendment also. The

question is:

Page 28, line 32, for “ten” sub-
stitute “twelve and a  half”.
(202)

The motion was adopted.

Mr. Deputy-Speaker: The question
is:

“That clause 37, as
stand part of the Bill.”

amended,

The motion was adopted.

Clause 37, as amended, was added to
the Bill.

Clauses 38 to 43 were then added to
the Bill.
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Clause 44—(Amendment of section

Shri T. T. Krishnamachari:
to move®:

I beg

Page 31, for lines 17 and 18,
substitute—“(v) the Eaplanaiion
shall be omitted.” (14)

Th's is to transpose this explanation
to the next section. That is why the
next amendment also comes. We omit
the explanation here and put it on
to the next section.

Mr. Deputy-Speaker: The question
is:

Page 81, for line 17 and 18, substi-
tute—‘“(v) the Explanation shall be
omitted.” (14).

The motion was adopted.

Mr. Deputy-Speaker: The question

is:
“That clause 44, as
stand part of the Bill.”
The motion was adopted.
Clause 44, as amended, was added to
the Bill.

Clause 45— (A dment of ti
193).

amended,

Y wiETe "W Aewr (F0E)
IAETA WIET HIT  UF sqqeqT F)
gne g f5gree § @ gwT W
T & 717 F177 ® TAT AT IR WR
FATAT Qg 4G Fud o wifga o

Mr. Deputy-Speaker: The Bell is
being rung.

There is quorum and we may pro-
ceed now with the other clauses.

There is a Government amendment
to clause 45.

Amendment made**:

Page 31, for lines 19 and 20, sub.
siitute—

*Moved with the recommendation of the President.

**Amendment made with

the recommendation of the President,
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‘45. In section 193 of the
tax Act—'!

Income-

(a) the words “and super-tax’ shall
be omitted;

(b) the following Explanation shall
be inserted at the end, namely:—

“Euxplanation—In  this  section,
and in sections 194, 195 and 197, the
expression ‘rates in force’ mnieans
the rate or rates specified fcr the
purpose of deduction by the Finance
Act of the year in which such de-
duction is required to be made.”
{15).

(T. T. Krishnamachart).

Mr. Deputy-Speaker: The uestion

is:

“That clause 45, as amended, stand
part of the Bill.”

The motion was adopted.

Clause 45, as amenrded, was added to
the Bill,

Clauses 46 o 61 were
Bill.

added to tue

Olause 08— (Insertion of new Chap-
ter XXIIB).

Mr. Deputy-Speaker: Therc are
some amendments to clause 62.

Shri M. R, Masani: Sir, we have
several amendments to clause 82, but
1 cfore we move them I would like to
yuise a point of order about the vali-
dity of this clause. The Constitution,
i article 265, says:

“No tax shall be levied or collect-
ed except by authority of law.”

Now, Sir, the whole of clause 62,
and there may be other clauses ot
that nature, seeks to get the authority
of this Parliament to enable Govern-
ment by executive authority to levy
taxes. Let me explain this. It may
be arrued that this clause does not
levy a tax, it gives relief from taxes.
That is true. But, as we well know,
the exercise of a power includes its

582 (Ai) LS—T.

reverse. The authority not to ievy &
tax is also the same as the autbority
to levy a tax, and this House of the
People is seized of the right, and
the exclusive right, to levy taxation.
Levying taxation is not just to pres-
cribe a tax but following it through
right to the time when the tax is
collected. If Parliament levies a tax
and then gives ity authority to some-
body else to forgive anyone from pay-
ing that tax, that is also delegating
the right to tax. Let us take a very
extreme example. I am not s2ying
that thig example is an extreme one.
Supposing Parliament, in the course
of passing the Finance Bill, were to
say that these are the taxes that

should be levied, however the
Finance Ministry or the Gov-
ernment of India may at

any time excuse anyone from pay-
ing any tax, would that or would
that not be an interference with the
rights of this House? Would i* or
would it not be a violation of he
Article of the Constitution which I
read out? I submit, Sir, that there
cam be only one answer, that any
delegation to the executive wnich
would ride a coach and four through
the tax that Parliament had cnacted
would be a departure from the Con-
stitution and a violation of it. What
does this clause do? ‘This claase for
all practical purposes enables the
Government from time to time, any
time in the next twelve months, to
prepare schemes which are reierred
to in this clause at various places.
The Government may prepare a
scheme. It might provide for any-
thing to happen. It ‘s those schemes
that should be in the Finance Bill
either as clauses or as schedules.
Those schemes should have been part
of the Finance Bill, because tlen
Parliament would have been carrying
out the purposeg of the Constituticn,
But what this clause does is to say
that Government may at any time
frame a scheme. It may contravene
the legislation or the tax levied by
the House.

Mr. Deputy-Speaker: Whit is the
ar‘icle he ‘s seferring to?
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Shri M, R. Masani: I read article 265
of the Constitution which says “No
tax chall be levied or collected except
by authority of law”. 1 am pointing
to the principle of no taxation with-
out representation. The principle 1s
that the House of the Peopie is the
power that can levy taxes. It is cne
thine which we have taken over from
the British House of Parliament

Shri T. T. Krishnamachari: Sir, may
I just say......

Shri M. R. Masani: Let me finish
mv point of order and then the Min.
ister can reply.

Shri T. T. Krishnamachari: Sir, I
rise to a point of order.

Shri M. R. Masani: I am on apoint
~of order a'ready, How can he have
another point of order? The Min:ster
can reply to the point of order. There
cannot be a point of crder on a
point of order.

Sir, my plea is that clause 62 should
be struck down as being invalid and
not cons'stent with the Constitution.
This clause trieg to deprive Parliament
of its right to levy taxation. It takes
away into the hands of the executive
powers that should rightly belong to
this House, and in doing so to say
that just because Parliament gives a
power  that becomes law is
not correct. As I said, if the House
were ‘0 decide by a majority today to
allow the Finance Minister to levy
any tax or cut out any tax, it would
certainly not be a thing lhat would
be uphe'd by the Supreme Court of
this country. Where should we draw
the line? [ say clause 62 contravenes
the line at which Parliament can iegi-
timntely give power to framc rules to
the hon. Minister. This goes beyond
the rulemaking power. This gives
him a substantial right {0 decide who
shall be taxed and who shal] not he
taxed.

It also violates another part of the
Cons'itution, which says that there

MAY 5, 1965

Finance Biil, 1965 132¢6
should be equality before the law.
It enables the Finance Minister {0 say
that someone is unequal and he is to
be taxed but that by an adm’nisira-
tive decree forgive him from paying
the tax. I, therefore, sugrgest that
clause 62 is out of order and should be
struck down as pot being a vahd
clause.

8hri T. T. Krishnamachari: 7 am
afraid, Sir, the hon. Member has been
too previous. I thought he was going
to take up this question in regard to
another clause about which one can
raise such a question and deal with it.
Here there is no taxation. There is
only tax credit. In one scheme tax
credit is mentioned, that so much is
going to be given. There is the ques-
tion of framing schemes. Naturally,
the schemes will be prepared and
placed on the Table of the House. The
Parliament can object to a scheme ar
modify it and that will be accepted
by the Government. It is, Sir, vir-
tually, a question of furegoing an
income and not a question of levying
a tax.

Then, my hon. friend jumped fro.u
there to article i4, equality before
law.  Yes, people have to be trealed
equally. But courts both here and
elsewhere where this fundamental
right of equalily before law cbtaing
have held that there is the basi: of
classification. If the basis of classitl-
cation is correct, even though certumn
sections have been given some Lcne-
fits, there is no question of any pa-
tent inequality. Here there is classj-
fication with regard to particulur in-
dustries. The export industrics will
get a particular benefit. According to
their importance they will be classi-
fied. You cannot find anything i the
Constitution in regard to this matter
You may say that you have to rroue
up with the budget and get it sane-
tioned. Tt is a different matter.
Probably the thing will be put in
the budget when the whole rhing
is done because it will probanly come
up next yecar. Besides, Parliament
can pass a law. The whole idea i=
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that Parliament must accept ciause
62. The plea of my hon, frirud is
that Parliament is incompetent to
pass this law under the Constitution.
There is nothing in the Consiitution,
I may say with gli deference 1o my
hon, friend who probably is u lawyer
and I am not. But I have spent al-
most 3 to 34 years on the Coustitu-
tion, and I can find nothing in the
Constitution which will deter Parlia-
ment from giving its imprimatur to
a clzuse like this.

Mr, Deputy-Speaker: This is the
ruling that has been given -ecarlier
when g gimilar point wag lalsel:

“It is not for Chair to decide the
vires of a Bill. The House 2i3n d9es
not take a decision on the qucziiin
of vires of a Bill. It is o~cn 10
Members to express any Jicws n
the matter and in the light of that
instead of taking a decisiot cvpara=
tely on the vires of the Bitt  they
cou'q take such decision as they
deem fit on the motion Lefme the
House with regard to the Bill”

So, if the House feels that 1t 1s Jsitra
vires, it can throw it out; hul the
Chair will not decide, 1t is a malter
for the courts to decide. There 8
no point of order and we will go nn
with it.

Shri T. T  Krishnamachari: Sir. 1
move my amendments Nos. 16 to 37.

Shri M. R. Masani: I am moving
my amendments Nos. 99 ang 100.

Shri N. Dandekar: I am moving my
amendment: Nos. 159 to 164

Shri P. C. Borooah: T am moving my
amendments Nos. 203 to 208,

Mr. Deoputy-Speaker: Amend-
ment No. 205 is the same ag No. 99
and No. 207 is the same as No. 100.
The rest will be treated as moved.
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Shri T. T. Krishnamachair}: I 4beg
to 'move*.

(i) Page 35, for lines 1 and 2, subs-
titute—

‘Explanation—For the purposes of
this section—

(i) “subscribed” includes acquisi-
tion of the shareg forming part
of an eligible issue of capitad
from a person who is specified
as an underwriter in pursu-
ance of clause 11 of Part T of
Schedule II to the companies
Act, 1956 (I of 1956) (herein-
after in thig section referred
as the underwriter);

(ii) a payment shall be treated
as having been made to the
extent to which and’. (16).

(ii) Page 35, for lines 5 to 14, subs-
titute—

“(4) A tax credit ccrtificate for the
amount specified in sub-section (3)
shall be granted to an individual or
Hindu undivided family—

(a) where payment by way of
subscription has been made to
the company, in respect of the
financial year in which pay-
ment has bcen made and each
of the threc financial years
following that year; and

(b) where the acquisition has
been made from the under-
writer, in respect of the fin-
ancial year in  which the
capital was so acquired and
ca~h one, if any, of the follow-
ing financial years not falling
beyoad the third finunciad
year from the end of the fin-
ancial year in which the pay-
ment by way of subscription
has been made !y the com-
pany by the uaderwriter:

Provided that, in either case, the
capital is held by or on behal?
of the individual or an bhechalf
nf the Hindu undivided family,

*Moved with the recommendation of the P:re_sldem
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IShri T, T. Krishnamachari]

as the case may be, at the
end of the relevant financial
year.”, (17).

(iii) Page 35, after line 27. insert—

“(5) If any individual hy himself
or on behalf of any other in-
dividual or on behalf of auv
Hindu undivideq family has
acquired any shares forming
part of an eligible issue of
capital from the underwriter,
he shall not be entitied to a
tax credit certificate nunder
this section, unless his name
is entered ag a shareholder in
respect of such shares in the
register of shareholderg of
the company.”, (18).

.-

(iv) Page 35, line 28, for “(5)”,

substitute “(6)”. (19).

(v) Page 36, line 1, for “(%)” subs-
titute  “(T)". (20).

(vi) Page 36 line 4. for “(7)”, subs-
titute “(8)". (21).

(vii) Page 37, for lines 39 to 44
‘Page 38, for lines 1 to 20, substitute—

“280ZB. (1) Where any company
engaged in the manufacturé or pro-
duction of any of the articles mention-
ed 1n the First Schedule to the Indus-
tries (Development and Regulation)
Act, 1951 (65 of 1951) is, in respect ot
its profits and gains attributable to
such manufacture or production,—

(i) liable to pay any tax for the
assessment year commencing
on the lst day of April, 1965
(here-in-after referred to as
the base year) and for any one
or 'more of the five assessment
years next following that
year; or

«(ii) not liable to pay any tax for
the base year but becomes so
liable for any succeeding year
(here-in-after referred to as
the succeeding base year) and
algp for any one or more of

“the assessment years follow-
dng that year, not being an
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assessment year commencing
on the 1st day of April, 1971,
or any subsequent assess-
ment year

and the tax for any such succeeding
year exceeds—

(a) in the case referred to in
clause (i), the tax payable
for the base year; .

(b) in the case referred to in
clause (ii). the tax payabla
for the succeeding base year,
then the company shall be
granted a tax credit certificate
for an amount equal to twenty
per cent, of such excess:

Provided that the amount of the
tax credit certificate shall not
for any assessment year c¢x-
ceed ten per cent, of such tax
payable by the company for
that year.” (22).

(viii) Page 38, for lines 38 to 4I,

substitute—

“period as may be specified in the
scheme—

(i) for repayment of loang taken
by the Company from any of
thn financial institutions noti-
fied in this behalf by the Cen-
tral Government, or

(i) for redemption of its deben-
tures, or

(iii) for the acquisition of any ca-
pital asset in India including
the construction of any buil-
ding, fcr the purposes of the
busincss  of the company.”.
(23).

(ix) Page 39, for
substitute—

lines 1 to 14,

“Explanation I—In this section,
“tax” means income-tax pay-
able unde; this Act and sure
tax, if any, payable under the
Compenics  (Profits)  Surtax
Act, 16t< (7 of 1964).
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Explanation 2.—The amount of in-
come tax in respect of the
profits or gains attributable
to the manufacture or pro-
duction of the articles refer-
red to in sub-section (1) shall
be an amount bearing to the
total amount of income-tax
payable on the total income
(such income-tax being com-
puted in the manner specified
hereunder) the same propor-
tion as the amount of such
profits or gains bear: to the
total income. The amount of
income-tax payable by the
company for any assessment
year shall be computeq after
making allowance for any re-
lief, rebate or deduction in
respect of income-tax to which
the company is entitled under
the provisions of this Act or
the annual Finance Act and
after deducting from such
amount of income-tax the
amount of additional income-
tax, if any, payable hy the
company under the provisions
of section 104 and also,
the amount, if any, by which
the rebate of income-tax ad-
missible to the company under
the provisions of the annual
Finance Act is, under the pro-
visions of the said Act, reduc-
ed with reference to the face
value of any bonus shares or
the amount of any bonus is-
sued by the company to its
shareholders during the pre-
vious year or any previous
year  prior to that year or
with reference to any amount
of dividends declared or dis-
tributeq by it during the pre-
vious year or any previous
year prior to that year.

Explanation 3 —The amount of sur-
tax in respect of the charge-
able profits attributable to
the manufacture or produc-
tion of the articles referred
to in sub-section (1) shall be
an amount bearing to the
total amount of surtax pay-
able under the Companies

(Profits) Surtax Act 1964 (7
of 1964) the same preportion
as the amount of such charge-"
able profits bears to the
whole of the churgeable:
profits.’.  (24).

(x) Page 39, line 15, for “A per-
son”, substitute— !

“Subject to the provisions of this
section a person”,  (25).

(xi) Page 39, line 28, for “may”,
substitute “shall”. (26).

(xii) Page 39, line 23, gqfter “sub-
section (1)”, insert

“(including the

A destination of
their export).”. (27).

(xiii) Page 39, line 28, after “mer-
chandise”, insert—

*“(including

the destination ot
their export)".

(28).

(xiv) Page 39, after line 35, in-
sert—

“(c) the need to earn foreign ex-
change;” (39).

(xv:) Page 39, linc 36, for ey,
substitute “(d)". (30).

(xvi) Page 40, for lines 9 to 16,
substitute—

“280ZD. (1) Subject to the provi-
sions of this section, g person, who
auring any financial year commen-
cing on the Ist day of April, 1965 or
any subsequent financial year (not
being a year commencing on the st
day of April. 1970 or any financial
Year thereafter) manufacturcs or
produces any goods, shall be grant-
ed a tax credit certificate for an
amount calculated at a rate not ex-
ceeding twenty-five per cent. of the
amount of the duty of excise pay-
able by him on that quantum of
the goods cleareq by him during the
relevant financial yeay which ex-
ceeds the quantum of the gonds
cleared by him during tne base ycar.
whether the clearance ine cither
case is  for home ronsumntion
or export.”, (81).
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(xvii) Page 40. line 18, fur “may”,
substitute “shali”. (32)

(xviii) Page 40, after line 30,
dnsert—

“(4) Where any undertaking
‘begins, after the Ist day of April
in the base year, to manufacture
or produce any goods in respect
of which a tax credit certificate
may be granted under sub-sec-
tion (1), the quantum of goods
<leared in that year shall, for
the purposes of that sub-section,
be determined in such manner
as may be provided in the

scheme.”. (33)

(xix) Page 40, line 31, for “(4)",
substitute, “(5)”. (34)

(xx) Page 41, for lines 13 1o 16,
substitute—
“as may be specified in the
scheme—
(i) for repayment of loans taken

by the person from any of
the financia! institutions

notified in this behalf by the
Central Government; or

(ii) for the acquisition of any
capital asset in India includ-
ing the construction of any
building, for the purposes of
his business, or

. (iil). where the person is a com-
pany, also for redemption of
its debentures.”. (35)

7

(xxi) Page 41, line 17, for “(5)"
gubstitute “(6)". (36)

(xxii) Page 42, line 13, for
“230ZD”, substitute—

“280ZD and the destination of
the expori of such goods or mer-
chandise for the purposes of sec-
tion 280ZC”. (37).

Shri M, R. Masani: I beg to move:
(i) Page 38,—
omit lines 85 to 41. (99).
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(ii) Page 41,—
omit lines 10 to 16. (100).
Shri N. Dandekar: I beg to wnove:
(i) Page 35—
omit lines 15 to 27. (159).
(ii) Page 35, lines 33 and 34,—

Jor “or any such liability aris-
ing within the period of twelve
months from”,

substitute—*“on”. (160).
(iii) Page 35—

omit line 39. (161).
(iv) Page 36, line 14,—

for “public company” substi-
tute “assessee”. (162).

(v) Page 36, line 17,—

for “it" substitute ‘“he”. (163).
(vi) Page 36,—

omit lines 19 to 32. (164).
Shri P. C. Borooah: 1 beg to move:
(i) Page 36, line 14,—

for “public company” substi-
tute—“company or firm”, (203).
(ii) Page 37, lines 40 to 42,—

omit “mentioned in the First
Schedule to the Industries (Deve-
lopment and Regulation)  Act,
1051”. (204).

(iii) Page 39, lines 22 and 23—

omit “goods or merchandise in
respect of “which a tax credit
certificate may be granted under
sub-section (1V and the". (208).

(iv) Page 42—

after line 32, insert—

“280ZF. Any assessec aggrieved
by any order of an Income-tax
Officer under any provision of
this chapter may appeal to the
Appe'late Assistant Commission~
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er against such order and the
provisions of Chapter XX shall
apply.” (208). . ’

Sir, the amendments which I have
moved have been fully explained in
the note that I have submilited to
hon. Members. Still, T would like
to say that this particular clause in-

troduces a new chapter and deals
wi.h the grant of tax credit certifl-
cates in respect of the following
matters: —

To an individual or Hindu un-
divided family with reference to
the amount subscribed and paid
by him or it to an eligible issue
of capital by a public company.

To a public company which
shifis, with the prior approval of
the Central Board of Direct
‘Taxes, its industrial undertaking
from an urban area, benefits out
of the capital gains that accrue
by se'ling its property.

To a company engaged in the
manufacture or production of
specified articles and pays in-
come-tax and surtax and, if its
productivity or production in-
crcases, 20 per cent of it as a re-
ba'e in future.

To any person who exports goods
or merchandise a certain conces-
sion by way of tax credit certi-
ficate.

To any person who manufac-
tures goods which are of an ex-
cisable character and if his pro-
duction increases a certain per-
centage out of the increased pro-
duction not exceeding 25.

The Central Government has been
empowered to frame schemes in re-
gard to all these items, namely, ex-
port tax credit certificates and tax
credit certificates for increased pro-
duction and rebate out of excise
duties levied on the increased pro-
duction. !

The amendments proposed to this
clause are jntended to secure the
fol'owing purposes:—
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Tax credit certificates in relation
to exports: It is proposed to enable
the Government to prescribe differ-
ent rates for the grant of tax credit
certificates with reference to the
destina.ion to which the goods are
exported and having regard to the
need for augmenting the foreign ex-
change resources of the country
through such exports.

Tax credit certifieaies. with refer-
ence to the central excise duty paid:
It is proposed to provide that the
amount of the tax credit certificates
will be calculated with reference to
the central excise duty payable on
the extra quantum of such goods
which' are cleared during the rele-
vant financial year over the quantum
of such goods which were cleared
during the base year regardless of
whether the goods are cleared ia
either year for home consumption or
for exports. It is also proposed to
provide that in the case of an under-
taking which commenced production
after the 1st day of April of the base
year, the production of the base year
sha'l be determined in such manner
as may be provided in the scheme,

The utilisation of the amount of
tax credit certificates has also been
prescribed by these amendments.

Tax credit certificates with refer-
ence to -the subscriptions by indivi~
duals and Hindu undivided families
to eligible issues of capital by pub.
lic companies: Under the provisions
as they stand in the Bill, tax credit
certificates will be granted to indivi-
duals and Hindu undividedq families
subscribing to and making payments
in respect of any eligible ' issue of
capital by public 'imited companies
cngaged in impor ant industries. The
tax credit certificate will be granted
for the financial year in which pay-
ment for an eligible issue of capital
is made and for each of the three
succeeding years if the shares contl-
nue to be held by the origina) subs-
criber until the end of the relevant
financial year. It is proposed to
amend these provisions to enable
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the grant of tax credit certificate
also to an individual or Hindu un-
divided family who purchases, any
time during the four-year period
titom the year of issue, the shares
forming part of an eligib'e issue of
capital from an underwriter declared
as such in the relevant prospectus.

Shri M, R. Masani: My amend-
ments Nos. 99 and 100, although they
are on two different pages, pages 38
and 41, have the same purpose,
namely, to drop the proviso that
occurs on page 38 and on page 41.

When I spoke on the Budget I
made the point that these tax credit
schemes were being restricted, and
unnecessarily, to companies which
had borrowed money and that for
some reason companies that had not
gone to borrow money were denied

the benefit of this very legitimate
incentive dependent on fproductivity
or meritorious exports. At that
time, my hon. friend, Shri Ajit

Prasad Jain, who is not here, ques-
tioned my statement and said, “No,
no; it is not so; these credits are
availab'e for those who have not
borrowed money”. But I am glad
that the Minister at least has seen
the point and has brought in an
amendment of his own. While his
amendment broadens the category of
people entitled to these tax credit
certificates, it is not broaq enough
and I regret that I cannot accept it
as a satisfactory correction of the
mistake that was there in the ori-
ginal Bill.

There should be no correction of
the people who should get the bene-
fit of these tax credits provided they
earn them. After all, if this Bil] is
passed in its present form, it is the
Minister and the Ministry who are
going to decide as to who will get
the benefit of these tax credits. Once
a company or a party qualifies
for the benefit, there is no reason
to stipulate that it must use that
benefit' cither for paying a loan or
for building a building as the new
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amendment does. Why must it be
invested in a building for the pur-
pose of the business or for a capital
asset? After all, if certain exports.
have been made which are good for
the country, if productivity has been
improved, let the beneficiary have
the right to decide as to what to do
with that money. It is like giving a
man a little relief anq saying, “But
I insist that you spend it either to
repay' a loan or to put up a build-
ing.” That is not good cnough. Al-
though the present amendment  of
Government has ‘met my point  that
because the man dae: not Lorvow
money he should not be punished, he
is now being forced to use the money
got from that relief in a particular
way. There may be other ways im
which the business that is doing a good
job of productivity or oxport wants to
use the money. It may want to use
the money for advertisement, for
paying its labour a decent wage. Why
should it not improve the wages of
its labour? Why should it put up a
structure to satisfy the Government?
1, therefore, do not think that the
present Governmen{ amendment s
at all acceptable. The beneficiary of
the tax credit must be given the
undisputed right to decide how to
use the proceedings of that credit;
otherwise it is giving with one hand
and then imposing fetters with the
other.

Shri N. Dandekar: Sir, 1 have
moved several amendments which T
shall group into three or four sepa-
rate groups. The first one is amend-
ment No. 159 which seeks to delete
the proviso to the new section 280Z
sub-section (4), sub-clause (a). The
effect 6 this proviso, as it stands, is
the curious one that where a person
having made investments of the kind
that are specified here and, there-
fore. having qualified to get the tax
concession, jus' because subsequently
disposes of that investment, loses the
tax credit. Frankly, it scems to me
that once the ovbject of the whole
exercise 11 achistzd, tne object being
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that small people should be en-
couraged to become a litt'e more
venturesome to invest in new enter-
prises and if they do that, they should
get these tax credits. That is why
there is no! only a limit to the over-
all investment but it is also on a
slab system whereby the first Rs. 15,000
is  entitleq to a large tax
credit rate, then the next slab and
then the third slab. The person con-
cerneq is entitled to these tax credits
so long and only sp long as he con-
tinues to hold on to the scrips. This
limitation seems to me utterly super-
fluous because the mrain purpose is
served the moment a person shows
sufficient adventure and enterprise
in spotting a good thing, and invest-
ing in it. This thing encourages
him. And nay be, he was right, and
may be he is aole to sell those shares
at a good price. He ig the sort of man
who ought to get it, and the tap ought
not to be shut off in this manner as
envisaged by the proviso which is to
the effect that when and if he sells
these new investments then he must
suffer a pro-rata reduction of the

relief to which he would otherwise
have been entitled.
Then, amendments Nos. 159, 160

and 161 are concerned with another
matter relating to these tax credit
certificates for new investments. The
effect of what I have suggested there
is this. There should be no question
of a person having to wait for pay-
ment of the tax credit. If it is what
it says in the clause as it stands, then
it would be adjusted against any
existing tax liability—-that is  fair
enough—but also against any  such
liability arising within the period of
twelve months following, so to speak,
and where there is np such liability
of any kind, will he get back the
money or the excess of his money
over these liabhilities? Again, it
seems to me that you give with one
hand and take it away by the other.
Why are these things being chiselled
down? Either they are good or they
are not good, T reclly don’t under.
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stand; I tried to explain this to some-
body and I said, “Now, you will not
get that proportion of this rebate as
the shares you don't hold bears to the
shares that you do hold”. This is
the effect of proviso, 1 referred to
earlier. Tnen I said, ‘““Although this
thing effect you are entitled to get tax
credit, 'my dear fellow, you won't get
it, you will have to wait for twelve
months, and if after that something
goes wrong and the law is amended.
etc., Heaven knows what happens to
you”. Sir, seeing the uncertainties at-
taching to this thing, I do not know
why they are being whittled down.
If you read the thing first-hand, it is
a good, a reasonably good incentive
for the small people to come along
and invest. But then the thing gets.
chiselled down. And therefore these
amendments. Amendments Nos. 160
and 161 are designed tp eliminate this
waiting period of twelve months, with
the result that the tax credit certifi-
cate holder can cither have the tax
credit certificate adjusted against his
existing tax liability, if there is any,
or he will get the balance or the ex-
cess or the entire amount as the case
may be cash down.

The next group of amendments are
Nos. 162 and 163 and their gbject is
a very simple one. As % said, this is
quite a good thing that has been
thought out. For instance, T think.
schemes like this exist, for instance,
in France where they wished to have
less and less of concentration of in-
dustries in big towns. This is  for
shifting of industry, and thercfore tax
credit certificate are computed in a
particular way for the shifting of in-
dustry. Why on earth this should be
available only in the case of public
companies. I do not know. Line i4
on page 36 restricts this to a public
company—“If any public company
owning an industrial undertakin; situ-
ate in an urban area shifts, with the
prior approval of the Beard etc.”.
Now, it has got to be an urban area;
it has got to receive the prior app-
roval of the Board. The &fficers of
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the Board will try to find out whe-
ther this is a bong fide kind of thing
‘or not—where is this undertaking
going, the whole thing will be looked
into. Why then is the thing restrict-
ed to a public company? Bombay is
today ciuttered up with small indus-
trial undertakings all over place in
residential areas. So is the case
with Calcutta. It is not so bad in

Madras, but many other cities like
Kanpur, Sholapur ete. are ail
clultered with little indusirial units

either owned by a firm or by.an in-
dividual or by a .private limited com-
pany. This kind of thing which will
encourage the dispersal of these
things, why should it be limited to
a public company. My amendments,
Nos. 162 and 163, are deliberately
made, because % have seen here-that
the board, that is to say the Board of
Direct Taxes, will be looking into the
bona fides of the case and turning
the thing inside out before granting
this kind of tax credit certificate all.
That being the case, there seems. to
be no ground to restrict it to public
companies.

Finally, my amendment No, 164
is concerned with omitting quite a
substantial portion of this proposal
at page 36, that is lines 19 to 32. The
scheme places restrictions on the
transfer of the undertaking, that is
transfer of the ownership of the
undertaking to any other person, for
a period of five years. In other
words, a person has shifted from an
urban area to an approved area, with
the approval and scrutiny of all
kinds, presumably by the Board of
Revenue. Having shified and got the
benefit of this tax credit certificate,
tha beneficiary hag got to stay out.
The enterprise, the undertaking, may
not be transferred to anybody else.
Why? It scems to me that the main
purpose, the main objective of this
whole exercice is that the thing
should be shifted. Incentives are
given for de-industrialising, if you
like to call it that way, various ur-
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ban areas and spreading the industry
all round—dispersal .of industry. I
somebody does it, he does a good job.
People say it is good. Then he wants
to say. goodbye to it and somebody
makes him an offer. Then, apparen-
tly, the tax credit cerlificate is not
valid any longer. It seems to me,

once the purpose of this tax credit
scheme has been  served, it surely
should not matter at all whether

that industrial undertaking continues
to be owned by that bold and ven-
turescine person who shifted it, or is
owned by someone who wants a ra-
ther more safe investment. The in-
dustria]l undertaking has been {rans-
ferred; it is running all right. Some-
body who is less ventur:seme {han
the original owner, who may be more
timid, says, “I will buy it over.”
Why should the tax credit certificate
scheme be turned off like a tape
because the ownership after the trans-
fer of location has been changed?

These are the amendments which I
wish them to consider.

Shri P. C. Borooah: I huve got six
amendments. So far as amendment
No. 203 is concerned, I would like to
say this. It is proposed to grant tax
credit certificates to public compani-
es who shift their factories ‘from
overcrowded areas to other areas.
There are, however, many factories
which are not owned by public com-
panies, but which cou'd nevertheless
be induced to shift to other areas
with a view to relieve over-chowding.
The benefit of the tax credit scheme
should therefore be extended to
factories run by private companies or
firmg also.

So far as the second amendment,
namely No. 204, is concerned, here
also it is proposed to grant tax credit
certificates to companies engaged in
the manufacture of any article
specified in the First Schedule to the
Industries (Development and Rerula-
tion) Act, 1951. In the context of
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the need for rapid industrial growth
all round, it is necessary that the
benefit under this section should also
be made available to all manufactur-
ing concerns, and not only to specifi-
ed industries.

My third amendment is No. 205.
Herc it has been proposed to issue
tax credit certificates to  companies
engaged in the manufacture of speci-
fied articles, while such certificates
are to be granted in respect of excise
duties payable for increased produc-
tion of certain goods. 4n order to
get the bonefit  of the  certificates,
the companies must uti'ise an amount
equal to the amount of the certificate
for the repayment of loans and de-
bentures. As a  result, companies
which are able to carry on without
any loans or  debentures, or those
which have already repaid them, will
not be able to get the benefit of these
cerlifi ates. It is equitable that such
companies should also get the benefit.

My next amendment is No. 206.
Here a!so it is proposed to grant tax
credit certificates for the export of
certain goods or merchandise which
may be specified under  sub-section
(2) of the section. However, in the
context of the need to earn the maxi-
mum possible foreign exchange, it is
necessary that tax credit certificates
shou'd be granted to all exports
rather than to a few specified goods
and merchandise only.

The next one is No. 207. The new
chapter XXI'D deals with the grant
of tax credit certificates. But here
there is no express provision of ap-
peal against any order of the Income-
tax Officer under this Chapter. Some
genuine difficulties or differences of
opinion may arise in these matters
between the Department and the as-
sessec, and hence there is need for
provision of an appeal.

Then, my other one is amendment
No. 208. The sclection of the base

year is a very crucial question.
1964-65 has been wuccepted as the
base year and this year does not suit
every industry. Tea, for instance,
had an all-time high record produc-
tion in 1964-65. if, unfortunately, it
is the oplimum production, there will
be very little margin of expansion
of production entitied to tax credit.
Perhaps, it may also be true of other
commodities like jute. I, therefore
suggest that in such cases the average
value of the production of preceding
three years should be taken ino con-
sideration. '

Shri T. T. Krishnamachari: Sir, the
comp’ex nature of the amendments
make it difficult to answer every
point. My hon. friend Mr. Masani
did not want this clause at all. But
having it now, he wants the clause to
be enlarged so that the benefits will
extend over a wider area.

Naturally, one has to be very care-
fu] in giving concessions, The con-
cessions are given with a particular
view. 1 do not mind admitting that
the whole scheme of this particular
clause has been devised from the
point of view of increasing produc-
tion, increasing exports, relieving of
congestion in the cities and making
the factories go out so that those
areas will be available for housing
and other worthwhile purposes and
also, by means of these tax credits on
additional production, where excise
duty is payable, to amortise the por-
tion of the additional expenditure
that they would put in the form of
capital expenditure. This is broadly
the scheme and the scheme is intend-
ed to augment our production during
the Fourth Five Year Plan.

There may be a few imperfoctions
here and there ang in the preces: of
working, it is quite possible that the
ulilisation of the tax cradit certifieat-
es might raisec some trouble. I do not
think it is possible to unticipate cvery
thing now and nrovide for «very con-
tingency which will mean on'v whittl-
ing it down. The Direct Taxation
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Board will have to exercise some dis-
cretion in the matter to see if it is a

question of a person selling a pro-
perty and wanting the capital gains

thereon as an additional  benefit for
his going and starting somewhere
else. Similarly, when we give a

rebate on additional income-tax, the
Income-tax that a company pays be-
cause of the additional income, whe-
ther due {o higher production or be-
cause of additiona] capital assets being
in play, naturally we want thai noncy
to be spent in a useful direction. If
they had anticipated the need for ex-
pansion and had acquired the capital
they will pay off the loans. If on the
assets other hand, they had used their
existing resources for the purpose of
procuring capital assets, this can go
towards the acquisition so that the
existing resources will pot be unduly
dimished.

The amendments that I have put
before the House, as the amendment
to the Finance Bil] itself are to make
this possible that a person who has
got resources uses thoie resources.
He should not be told, “No, no; you
will not get the benefit under this.”
There is the scheme and I cannot ex-
tend this scheme further. You cannot
use it for furniture, for housing and
for other purposes which are not
productive. The whole thing is to in-
crease production, That is  why we
say, “Yes, you can have this money
back; you can pay off your Joan which
you have incurred for the purpose of
increasing production.”

In regard to the amendments
moved by Mr. Dandeker, about the
manner in which the tax credit certi-
ficates should be given, 1 would only
say this. One or two amendments
are not understandable to my some-
what limited understanding. For
instance, he says, on p. 36, lines 19
to 32 should be taken off. Line 19
begins with  sub-scefion (2) of tie
pronased Soction  280ZA, “The tax
credit certificate to be granted under
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sub-section

“

(I)....” and ends at
acquiring lands or constructing
bui'dings for the purposes of the
business of the company in the area
io which the undertaking is shifted

", Sir, if this is removed, what
will remain? Nothing will remain, ...

Shri N. Dandeker: 1 am not mov-
ing any such amendment.

Shri T. T. Krishnamachari: The
hon. Member wants the lines 19 to
32 on p. 36 to be omitted. Unless the
hon. Member has got something else
in his mind, this is what he wants.
I am speaking on amendment No.
164. 1t says:

“Page 36,—
omit lines 19 to 32.”
Anyway, 1 leave that.

Mr. Borooah said that there should
be the provision of appeal in respect
of the income-tax assessment. Here
there is no Income-Tax Officer and
there is no question of appeal here,
That does not come herc at all.

Shri N. Dandeker: I am sorry,
they have printed it wrongly. T
couldn’'t obviously ask for that.

Shri T, T Krishnamachari: Maybe
somebody made a mistake. I am
perfectly sure and I will not even
dream of believing that the hon.
Member would have asked for any-
thing of that sort. I might do it but
not the hon. Member.

Then, Mr. Borooah wanted a simpli-
fication in a very! general 'way by
saying, “You give a tax credit certi-
ficate to everybody who asks for it.”
1 shall not be able to do it.

Shri N. Dandeker: It
p. 37 and not p. 36.

Shri T. T. Krishnamachari: The
amendment is to omit:

should be

‘““Where a capital asset, being
building or land or any right in
building or land, acquireq or, a8
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the case may be, constructed in
the area to which the undertak-
ing of the company is shifted, is
transferred by the company with-
in a period of five years from
the date of acquisition or, as the
vase may be, the date of comple-
tion of construction to any per-
son other than the Government,
a local authority, a corporation
established by a Central State
or Provincial Act....”.

1 do not see why' the hon. Member
seeks to do that. We want him to
bhe there. We do not want him to
transfer. If he is transferred, he will
have to pay back. 1 do not see why
it should be objected to. It is not
a matter of going and living in a
house; it is not a concession in re-
gard to the purchase of a house. 1f
vou want him to sell a house and go
somewhere, he can do it. But here
is the production unit in which we
are vitally interested as adding to
the gross potential of the country
and he is stifled in a city where the
space can be used for other purposes.
We want him to go and expand the
unit somewhere elsc and he goes to
some other place and expands the
unit. 1 do not think everybody will
do it. T think this is by way of an
abundant caution, I do not know if
any' institution would sell it. But iI
it does, it will have to refund the
money. In one thing, the hon. Mem-
ber is correct: Why do you antici-
pate something which may not occur?
But if it does occur, this is by way
of abundant caution. There is noth-
ing more than that in this provision.
What

Shri P. C. Borooah: about

the base year?

Shri T, T, Krishnamachari: As re-
gards the base year, I cannot come
torwarq and commit myself and say
‘You can choose your base year’, be-
cause then the person will choose
that year which is most favourable
to him. Naturally the base year has
10 be chosen by the person who
grants the benefit. So, T am afraid
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that jt is not possible to leave that
choice to the person concerned.

There is, however, one point that
1 would like to mention with all de-
ference to the hon.'Member, and that
is that this is an experiment which
we are trying, and I can certainly
give this assurance to the hon. Mem~
bers that we shall watch it. If jn the
process of working it, some changes
are necessary, we shall consider it;
after a'l, the whole thing will have
to occur during this year. This is
more or less an incentive. I might
even say, if I can use somewhat of
a vulgar phraseology that this is a
carrot. If the carrot is bitten and
the thing is done, it is all right. If
there are any difficulties, 1 can assure
hon. Members that we shall try to
remove them. Perhaps, my hon.
friends may say that this is an assur-
ance given by one Finance Minister
and another one may not give it;
but it there are any procedural diffi-
cu'ties, I am quite prepared to look
into them, and we shall have them
set right. If there is anything which
could be done within reason, with-
out the fundamental structure being
altered, we are prepared to look into
the matter. So, I would beg of hon.
Members to give us a year’s time to
work it.

Mr. Deputy-Speaker: I shall now
put amendments Nos. 99 and 100
moved by Shri M. R. Masanij to vote.

Amendments Nos. 99 and
put and negatived.

100 were

Mr. Deputy-Speaker: T sha!l now
put amendments Nos. 159 to 164 mov.
ed by Shri N. Dandeker. to vote.

Amendments Nos. 159 to 164 were
put and negatived.

Mr. Denutv-Speaker: What about
Shri P. C. Borooah's amendments?

Shri P. C. Rorooah: 1 would heg
leave of the House to withdraw my
amendments.

Amendments Nos. 203, 204, 208 and
208 were, by leave, withdrawn.
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Mr. Deputy-Speaker: 1 shall now
pw. the following Government am-
endments to vote namely amend-
ments Nos. 16 to 37.

The question is:

(i) Page 35, for lines 1 and 2, substi-
tute—

‘Exp’anation.—For the purposes of
this ‘section—

(i) “subscribed” includes acquisi-
tion of the shares forming part
of an eligible issue of capital
from a person who is specified
as an under-wriler in pursu-
ance of clause 11 of Part I of
Schedule II to the Companies
Act, 1956 (1 of 1956) (herein-
after in this seotion referred
as the underwriter);

(ii) a payment shall be treated as
having been made to the ex-
tent to which and’. (16)

(ii) Page 35, for lines 5 to 14, substi-
tuie—

“(4) A tax credit certificate for the
amount specified in sub-section (3)
shall be granted to an individual or
Hindu undivided family—

(a) where payment by way of
subscripiion has been made to
the company, in respect of the
financial year in which pay-
ment has been made and each
of the three financial years
following that year; and

(b) where the acquisition has
b2en made from the under-
writer, in respect of the finan-
cial year in which the capital
was so acquired and each one,
if any, of the following finan-
cia' years not falling beyond
the third financial year from
the end of the financial year
in which the pavment by way
of subscription has been made
to the company by the under-
writer :

Proyid>d that, in cither case, the
cani‘al is held by or on behalf of the
individual or on bchalf of the
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Hindu undivided family, as the case
may be, at the enq of the relevant
financial year.”. (17)

(iii) Page 35, after line 27, insert—

“(5) If any individual by himself
or on behalf of any other in-
dividua. or on behalf of any
Hindu undivided family has
acquired any shares forming
part of an eligible issue of
capi al from the underwriter,
he shall not be entitled to a
tax credit certificate under
this section, unless his name
is entered as a sharcholder in
respest of su~h shares in the
register of sharcholders of the
company.”. (18)

(iv) Page 35, line 28, for
substitute *“(6)". (19)

(v) Page 36, line 1, for “(6)” subs-
titute “(7)”. (20)

“(5)”,

(vi) Page 36, line 4, for “(7)",
substitute “(8)”. (21)
(vii) Page 37, for lines 39 to 44,

page 38, for ines 1 to 20, substitute—

“280ZB. (1) Where any company
engaged in the manufac ure er produc-
tion of any of the articles mentioned
in the First Schedule to the Industries
(Development and Regulation) Act,
1951 (85 of 1951) is, in respect of its
profits and gains attributable to such
manufacture or production—

(i) liable to pay any tax for the
assessment year commen ing
on the 1st day of April, 1965
(hereinafter rcferred to as
the base vear) and for any
one or mnre of the five asses-
sment vears ncxt fo'lowing
tha* year; or

(ii) not liable to pav any tax for
the base vear but becomes so
liable for anv sucreeding year
(hercinafter referred to as the
surceeding base year) and
also for any one or more of
the assessment vears fo'lnwing
that vear, not being an asses-
sment vear commencing on
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the 1st day of April, 1971, or
any subseq t S, 1L
year and the tax for any such
succeeding year exceeds—

(a) in the case referred to in
clause (i), the tax payable for
the base year;

(b) in the case referred to in
clause (ii), the tax payable for
the succeeding base year, thep
the company shall be gran.ed
a tax credit certificale for an
amount equal to twenty per-
cent. of such excess :

Provided that the amount of the tax
credit certificate shall not for any
assessment year exceed ten per cent.
of such tax payable by the company
for that year.”. (22)

(viii) Page 38, for lines 38 to 41,
substitute—

“period as may be specifieq in the
scheme—

(1) for repayment of loans taken
by the company from any of
the financial institutiong noti-
fled in this behalf by the Cen-
tral Government, or

(ii) for redemption of its deben-
tures, or

(m) for the acquisition of any
capital asset in India, includ-
ing the construction of any
building, for the purposes of
the business of the company.”.
(23)

(ix) Page 39, for lines 1 to 14, subs-
titute—

“Explanation 1.—In this section,
“tax” means income-tax payable underr
this Act and surtax, if any, pavable
under the Companies (Profits) Surtax
Act. 1964 (7 of 1964).

Explanation 2—The amount of in-
come-tax in respect of the prefits of
gains attributable to the manufacture
or production of the articles referred
to in sub-section (1) shall be an
amount bearing to the total amount of
income-tax payable on the total in-

come (such incom-tax being computed
in tne manner specified hereunder) the
same proportion as the amount of such
profits or gains bears to the total ine
come. The amount of income-tax pay-
able by the company for any assess-
ment year shall be computed after
making allowance for any relief, rebate
or deduction in respect of income-tax
to which the company is entitled under
the provisions of this Act or the annual
Finance Act and‘after deducting from
such amount of income-tax the amount
of additional income-tax, if any, pay-
able by the company under the provi-
sions of section 104 and also the
amount, if any, by which the rebate
of income-tax admissib'e to the com-
pany under the provisions of the
annual Finance Act is, under the pro-
vistons of the said Act, reduced with
reference to the face value of any
bonus shares or the amount of any
bonus issued by the company to its
shareholders during the previous year
or anv previous vear prior to that yeur
or with reference to any amount of
dividends déclared or distributed by
it during the previous vear or any
previous year prior to that year.

Explunation 3—The amount of sur-
tax in respect of the chargable profits
a‘tributable to the manufacture or
production of the articles referred to
in sub-section (1) ghall be an amount
bearing to the total amount of surtax
pavable under the Companies (Proflts)
Surtax Act, 1964 (7 of 1964) the same
pronortion as the amount of such
chargeahle profits bears to the whole
of the chargea®h'e profits.”. (24)

(x) Page 89, line 15 for “A person”,
subs‘itute 1

“Qubject to the nrovisiong of this
section, g person”. (25)

(xi\ Page 39. line 23, for “may”,

substitu‘e “shall”. (26)

(xii) Pace 39 line 23, after “sub-
section (1)", insert

“lin~luding the destinatian of
their export”) (27)
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|Mr, Deputy-Speaker]

(xiii) Page 38, line 28, after “mer-
.chandise”, insert

“(including the destination of
their export)”. (28)

(xiv) Page 39, after line 35, insert—

“(c) the need to earn foreign
cxchange;”. (29)
(xv) Page 39, line 36, for
substitute “(d)”. (30)
(xvi) Page 40, for lines 9 to 16,
substitute—

“280ZD. (1) Subject to the provi-
sions of this section, a person, who
during any financial year commencing
on the 1st day of April, 1965 or any
subsequent financial year (not being
a year commencing on the lst day of
April, 1970 or any financial year there-
after) manufactures or produces any
goods, ghall be granted a tax. credit
certificate for an amount calculated at
a rate not excecding twentyfive per
cent. of the amount of the duty of
excise payable by him on that quan-
tum of the goods cleared by him
during the relevany financial year
which exceeds the quantum of the
goods cleared by him during the base
year, whether the clearance in either
case is for home consumption or ex-
port.”. (31).

(xvii) Page 40, line 18, for “may”,
substitute “shall”. (32)

“(e)”,

(xviii) Page 40, after line 30, insert—

“(4) Where any undertaking be-

gins, after the 1st day of April

in the base year, to manufac-

ture or produce any goods in

respect of which a tax credit

certificate may be granted

under sub-section (1), the

quantum of goods cleareq in

that year shall, for the purpo-

seg of that sub-section, be

determined in such manner as

may be provided in the
scheme.”. (33)

(xix) Page 40, line 31, for
substitute “(5)”. (34)

“(4)",
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(xx) Page
substitute—

«“,

41, for lines 13 to 16,

as may be
scheme—

specified in the

(i) for repayment of loans taken
by the person from any of the
financial institutions notified
in this bchalf by the Central
Government; or

(ii) for the acquisition of any capi-
tal asset in India, includirg the
construction of any building,
for the purposes of his busi-
ness, or

(iii) where the person js a com-
pany, also for redemption of
its debentures.”. (35)

(xxl) Page 41, line 17, for “(5)",
substitute “(6)". (36)

(xxii) Page 42, line 13, for ‘280ZD",
substitute—

“280ZD and the destination of the
export of such goods or merchandise
for the purposes of section 280ZC".
37

The motion was adopted.

Mr. Deputy-Speaker: The question
is:

“That clause 62, as amended,
stand part of the Bill”,

The motion was adopted.

Clause 62, as amended, was added
to the Bill.

Clauses 63 to 65 were daded to the
Bill.

Clause 66— (Amendment of Fourth
Schedule)

Shri T. T. Krishnamachari: 1 beg to
move*:

Page 43, for lines 9 to 18, substi-
tute—

*Moved with the recommendation the President.
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‘(ii) for rule 7, the following rule
shall be substituted, namely:—

“7. Exemption for employee'’s con-
tributions.—An employee participating
in g recognised provident fund shall,
in respect of his own contributions to
his individual account in the fund in
the previous year, be entitled to a
deduction in the computation of his
total income of an amount determined
in accordance with section 80A or, as
the case may be, to a deduction from
the amount of income-tax with which
he is chargeab'e on his total income-
tax of an amount of income-tax deter-
‘mined in accordance with scction 37.”
(38)

This nmendment seeks to safeguard
the position of the employees’ contri-
butions. '

Mr. Deputy-Speaker: The question
is:
Page 43, for lines 9 to 18, substitute—

‘(ii) for rule 7, the following
rule shall be substituted, name-
ly:—

‘7. Exemption for employee's con-
tributions.—An employee par~
ticipating in a recognised
provident fund shall, in res-
pect of his own contributions
to his individual account in
the fund in the previous year,
be entitled to a deduction in
the computation of his total
income of an amount deter-
mined jn accordance with
section 80A or, as the case may
be, to a deduction from the
amount of income-tax with
which he is chargeable on his
total income of an amount of
income-tax  determined in
accordance with section 87.”".
(38)

The motion was adopted.
Mr. Deputy-Speaker: The question
I'S:
“That clause 66, as amended,
stand part of the Bill.".

*Amendment made with the recommendation of the President.
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The motion was adopted.

Clause 66, as amended, was added to
the Bill,

Clause 67— (Insertion of new Sche-
dule)

Mr. Deputy-Speaker: There are
some Government amendments to this
clause.

Shri T. T, Krishnamachari: These
amendments seek to add to the list of
articles in the Schedule. The other
amendments merely seek to renumber.
There is no matter of principle involv-
ed. It is only a question of additions
of the particular commodities men-
tioned.

Amendments made*

(i) Page 44, after line 9, insert—
“(3) Iron ore, bauxite, manga-

nese ore, dolomite, limestone,
magnesite and mineral oil.”. (39)

(ii) Page 44, line 10, for “(3)",
substitute ‘“(4)”. (40)
(iii) Page 44, line 14, for “(4)”,

substitute “(5)". (41)

(iv) Page 44, after line 15, insert—

“(6) Flame and drip proof
motors.”. (42)
(v) Page 44, line 16, for “(5)",

substitute “(7)". (43)

(vi) Page 44, for lines 18 to 20,
substitute—

“(8) Machine tools and preci-
sion tools (including their attach.
ments and accessories, cutting tools
and small toois), dies and jigs,

(9) Tractors, earth-moving ma-
chinery anq agricultural imple-
ments,

(10) Motor trucks and buses.”. (44)

(vii) Page 44, line 21, for
substitute “(11)". (45)

(viii) Page 44, for line 23, substi-
tute—

“(8)",

)
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“(12) Cement and refractories.”.
(46)

(ix) Page 44, line 24, for “(10)",
substitute “(13)”. (47)

(x) Page 44, for line 30, substitute—
“(14) Soda ash.
(15) Pesticides.
(16) Paper and pulp.”. (48)

(xi) Page 44, line 31, for “(12)%,
substitute “(17)".  (49)

(xii) Page 44, line 36, for “(13)",
substitute “(18)". (50)

(xiii) Page 44, for line 39,
tute—

“(19) Ships.

substi-

(20) Automobile ancillaries,
(21) Seamless tubes.
(22) Gears.

(23) Ball, roller and tapered bear-
ings.”. (51)

(xiv) Page 45, lines 1 and 2 for
“(15)”, “(3)", “(4)". “(5)” and “(7)",
substitute respectively *“(24)", “(4)",
“(5)”, “(T)" and “(9)".

(xv) Page 45, after line 7, insert—
“(25) Cotton seed oil.”. (53)
(Shri T, T. Krishnamachari)

Mr, Deputy-Speaker: The question
is:

“That clause 67, as amended,
stand part of the Bill”.
The motion was adopted.

Clause 67, as amended, was added to
the Bill,

Clause 68— (Voluntary disclosure of
income)

Shri T. T. Krishnamachari: 1 beg to
move*:

(i) Page 45, line 22, omit “either”.
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(ii) Page 45, for lines 24 to 27,
substitute—

“(ii) furnishes adequate security
for the payment thereof in
accordance with sub-section
(4) and undertakes to pay
such income-tax within a
period, not exceeding six
months, from the date of the
declaration as may be specified
by him therein or

(iii) on or before the 31st day of
May, 1965, pays such amount
as is not less than one-half of
the amount of income-tax as
computed at the said ra.c or
furnishes adequate security
for the payment thereof in
accordance with sub-section
(4), and in either case assigns
any shares in, or debentures
of a joint stock company or
mortgages any immovable pro-
perty in favour of the Presi-
dent of India by way of
security for the payment of
the balance, and undertakes to
pay such balance within the
period referred to in clause
(ii)”.

(iii) Page 46, line 16, after “Ctne
tral”, insert “or State”.

Shri Morarka:
(i) Page 45—

I beg to move:

for lines 22 to 27, substitute—

“pays the amount of income-tax
as computed at the said rate
in the following manner: —-

(a) 20 per cent of the said
amount is pa'd within a
period of one month from
the date of declaration, and

(b) the balance 50 per cent is
paid in five equal annual
instalments, the first instal-
ment commencing from =
date within 12 months {rcm
the date of the declaration:

(8

*Moved with the recommendation of the ‘President,
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Provided that adequate security
for the payment of the said
amount within the periods
aforesaid is furnished to the
satisfaction of the Commis-
sioner.” (209).

(ii) Page 46, line 7,—

for “sixty per cent.” substitute
“seventy per cent.””, (210)
(iii) Page 46, line 33,—

for “paid” substitute “payable”.
(211)

(iv) Page 46, line 38,—

for “paid” substitute ‘payable”.
(212)

Shri Himatsingka: I beg to move®*:
(i) Page 45, line 26,—

for “six months” substitute “two
years”. (145),

(ii) Page 45,—
after line 27, insert—

“Provided that if two years period
is asked for, at least 33 per
cent. of the tax liability shall
be paid at the time of the dec-
laration and the balance shall
be paid in such instalments
as may be agreed to within
the said period.”. (146)

(iii) Page 45,—

-for lines 24 to 27, substitute—

“(ily furnishes adequate security
for the payment thereof in
accordance withh sub-section

(4) and undertakes to pay
Auch  income-tax within ®»
period, not exceeding two

years, from the date of the
declaration as may be speci-
fied by him jtherein, or

(iii) on or before 31st day of
May, 1965, pays such amount
as is not less than thirty-
three per cent of the amount

of income-tax as computed at
the said rate, and or furnishes
securty for the payment
thereafter and in either case
assigng any shares in, or de-
bentures of, joint stock com-
panies or mortgages any im.
movable property, in favour
of the President of India by
way of security for the pay-
ment of the balance within
the period referred to in
clause (li) or gives any other
approved security or guaran-
the acceptable to the Com-
missioner, for the payment of
the balance within the period
referred to above.” (228)

Mr. Deputy-Speaker: These amend-
ments are now before the Housc.

Shri T. T. Krishnamacharl: As 1
have said, these amendments relate to
what I have mentioned in my specch,
and these relate to the question of
alternative in the matter of discio-

sure of unaccounted money, The
present scheme is that six monihs’
time would be given, if before the

appointed day, the pergon providcs a
bank guarantec or provides securities
in respect of it. The variation is that
the person is allowed to provide halt
by way of security to the satisfaction
of the income-tax commissioner

Shri Morsrka: I have moved amend-
ments Nos. 209 to 212 to clause 6R.

This clause dcals with a subjcct
rather unpopular in the House. Tt i3
supposed to deal with people who
have been guilty of evading tax. So,
it is natural that the House should be
in no mood to make any concessions
for such people. Yesterday's state-
ment of the hon, Minister expressing
his views on the scheme actually dis-
rourages me from pressing my amend-
ments. At the same time, [ feel
that once the need of the scheme is
felt by Government and realised, to
the extent that Government are ob-
liged to put before the country and

*Moved with the recommendation

of the President.
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[Shri Morarka]

before this House a complete scheme,
in order to make that scheme more
acceptable, more usefu] and more
practical, I feel that I must make
some suggestions to the House for its
consideration.

The Government’s scheme s that
out of the undisclosed money the
person has to pay 60 per cent by way
of tax to Government and he can
bring in his books the 40 per cent
halance, if he likes, immediately. As
regards the 60 per cent which Gov-
ernment want, Government say that
he must pay either immediately, or if
he cannot pay immediately, he can
pay after six months, provided for
those six months, he gives them either
a bank guarantee or Government se-
curities. Now, the hon. M'nister has
amended it further by saying that if
he cannot immediately pay and he
cannot give a bank guarantee or fur-
nish Government securities then he
can pay half the amount, that is, 30
per cent immediately in cash, and for
the remaining 30 per cent he can give
other securit'es, that is, securities of
shares and debentures of joint-stock
companies etc. This is the scheme
-0 Government.

Under the scheme which I am pro-
posing, I am saying that instead of
60 per cent Government may take 70
per cent by way of tax. They may
take 20 per cent immediately and the
remaining 50 per cent can be taken
by them at the rate of 10 per cent.
each year in five successive years.
The sum total of the scheme comes to
this. If today a person has undis-
closed money and he wants to dis-
close jt, by paying Rs. 20 to Govern-
ment, he can bring Rs. 80 in his books,
and on those Rs. 80 he can earn,
and he can employ it in his business
and make profits. If the Govern-
ment’s scheme is to be accepted, then
for bringing Rs. 40 only in his books,
he has to pay Rs. 60 to Government
In effect, the burden of this tax would
be for ¢he first year 150 per cent
because that is what he will have to
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give to Government to bring a cer-
tain amount on his books, whereas
under my scheme, he will have to
pay only 20 per cent in the first year

and the rest of the amount can be
brought in his books.
15 hrs.

The whole point is this. The mala-

dy of tax evasion, of unaccounted
money, exists, There is no doubt about
it. Also, because of the existence of
this malady, your monetary system,
the administrat‘on of your monetary
system is not as effective as Govern-
ment would like it to be either in
controlling prices or in making your
credit apparatus more effective. Se-
condly, apart from income tax, we are
also losing wealth tax on this amount.
Therefore, whatever measures you
adopt, it is necessary ‘that this h'dden
amount must come out op the sur-
face.

There are two methods. One is the
soft method and the other the hard
method. First, you have tried the hard
method, namely, raids, seizures,
searches etc. That was successful to
some extent, but not as successful as
Government wanted it to be. Thep
they have given g chance to these
people to return to the path of civic
responsibility or civic duty. The re-
sult of this easy method has not been
very encouraging either in the sense
that people have not yet made dis-
elosures sufficientlv and Government's
expectations in this respect have been
belied.

What is the reason? Either there is
no money at all to disclose or what-
cver the facilities given, they would
not come and disclose or, thirdly, that
they do want to come and disclose,
but practically it is not possible for
them to do so becauses of the require-
ment of immediate payment of the
amount. Even person guilty of tax
evasion and persons who have got
hidden money, do not necessarily have
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it in cash or currency notes. That
money has been converted into many
things like investment in buildings,
land, factories, shares, debentures etc
Therefore, it is not possible for them
to immediately give 60 per cent to
Government, The only change my
scheme proposes is that you give
them more time and for that, you
charge 10 per cent :more, which in
effect, according to the interest rate,
comes to 5 per cent interest which
you would be charging from them for
the period for which you allow this
government money to remain with
them. Apart from the fact that there
is no revenue Joss, apart from the fact
that there is no interest loss, the big
merit of my proposal is that the hid-
den money would come on the sur-
face, anqd that would enable Govern-
ment to make their monetary policy
and credit instruments more effective.

‘When I say this, I am quite conscious
of the fact that this scheme is not
popular. Pcople would not like
Government to adopt this me-
thod. They would be dismiss the
whole thing and ask why should
tlrese people be given more conces-
sions? But I would beg of the House
to consider whether what I am sug-
gesting amounts to asking for more
concession in a financial or monetary
sense or whether this allows them A&
chance to come back to the path of
civic responsibility as the hon.
Finance Minister called it. If you
had not proposed this scheme at all,
it was a different matter altogether,
But once you have accepted the need
for a scheme like this gnd you are
prepared to go to some extent. then 1
think you must make the scheme
more practical so that these people
can take advantage of it and make a
clean breast of the thing.

There are two or threc misgivings
about the scheme, The hon. Minister
said that so far as income tax is con-
cerned, once you pay the 60 per cent.,
there would be no further inquiry or
investigation etc. What is not clear i8
what about the wealth tax, because
this amount hidden by them must cb-

viously have been hidden for the last
several years during which the wealth
tax was in existence. Would these
people automatically get exemption
from the payment of wealth tax also?
If not, then the 60 per cent would
become a higher figure,

Secondly, the hidden amount may
also involve offences or irregularities
concerning foreign exchange regula-
tions. What would happen about
those provisions? The moment a
person declares that he got the money
from such and such source, he would
rmmediately face the threat of prose-
cution under the Foreign Exchange
Regulations Act.

] am not asking for any clemency
for these people. If you want, do
whatever you like withr them. But
since a scheme is proposed and it is
being put on our statute book, 1 want
it to be clear, precise and perfect. 1
also want that it should be framed 1n
such a way that, if possible, peopie
can make practica] use of it and
come forward.

The hon. Finance Minister said yes-
terday that he does not want to en-
large the scope of the scheme any
further and he would not care if the
scheme becomes infructuous. I agree
with him. At the same time, 1 would
request him to consider this: since he
has taken this bold step and brought
this scheme before the country, and
the country knows that the Govern-
ment are prepared to give these people
a chance to come back, why not make
i{ a practical proposition? 1 am not
saying—I repeat it—that you give
them 59.9 per cent. You have sug-
gested 60 per cent. My scheme says
70, but give them to make the pay-
ment,.

Before 1 conclude, I would say that
to give time for payment of tax lia-
bility is not abnirmal. Even under
the norma] 1ax s, Income Tax
Commissioners do give the facility of
instalments to the person who is
liable to pay the tax. Thest instal-
ments are to gice convenience to the
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assessee so that he can make paymeuts

and redeem his tax liability.

In this context, I must also remind
the House of the procedure adopted by
the Income Tax Investigation Com-
mission. There the prescribed per-
centage was—if a man voluntarily
disclosed: 66-2/3; if he did not volun-
tarily disclose, but the Commission
found it out: 75. There were settle-
ments made at 66-2/3 per cent and
also at 75 per cent. The Comm ssion,
after considering the high rate of
taxation still gave them instalments
10 make payment. That discretion
was there with the Commission and
they did wuse it in favour of the
assessee, and as a result, many settle-
menls were made and many of those
cases were settled.

I therefore request the hon. Minis-
ter once again to give thought to this
matter. In his speech yesterday, he
said he would not be prepared to
consider it further. Even if he can-
not do it immediately, I want him to
do something which might not close
the door for the future. 1 hope he
would just apply his mind and if he
thinks it proper, consider this sugges-
tion and take appropriate action.

Shri Himatsingka: Shri Morarka has
explained the position very clearly. I
have suggested one simple amend-
ment, that in the place of 6 months,
the period may be extended, at the
discretion of the officer dealing with
the cases, upto two years, on proper
security being furnished by the person
who voluntarily d'scloses. The sche-
me will be that the disclosures have
to be made within the time allowed
by the Finance Minister, i, 3lst
May 1965, No further extension ‘is
suggested in my scheme. But the
payment that is provided for in cl. 68
says that it has to be within 6 months,
50 per cent now and 50 per cent w th-
in six mbnths on guarailee being
given,
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1 am suggesting that in place of 6
months—cL. 68, in amendment No. 55
—the period may be made two years.
Then as regards payment, one third
of the amount of tax liability may be
paid now and the balance may be
given at intervals considered suitable
in each particular case with proper
guarantee being given.

If the scheme has to be practical
and practicable, time must be given.
I understand from the statement of
the Minister that uptil now very few
disc.osurcs have been made. 1 feel that
il the time is extended as suggested
perhaps there may be more disclosures
and to that extent the need for sear-
ches, seizures and al] that may be
obviated. After all, these searches are
not being conducted under the gui-
dance or supervision of the Finance
Minister or his Deputy or even the
Commissioners Ordinary  police
officers are called. Supposing a man
is going to be caught with a big
amount of Rs. 5 or Rs, 10 lakhs, there
is very great room for temptation to
the persons who go to make these
searches. Therefore, I fee] that if you
can e'iminate at least some of these
things, to that extent it will be to the
benefit of all parties concerned.
Therefore, I feel that the Finance
Minister should consider the sugges-
tion.

Shri Prabhat Kar: During the
Budget discussion itself we asked whe-
ther the Finance Minister was ex-
pect'ng any voluntary disclosures of
unaccounteq money because we had
the experience that at the time of the
issue of gold bonds, ngo gold came out.
Similarly, this offer has not brought
out any disclosure.

There has been so much talk of
unaccounted money in the House and
also by the Finance Minister himself.
We know that all the attempts of the
Reserve Bank at credit control have
not been successfu] because of th's
unaccounted money in this country,
because in cities like Bombay and Cal-
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cutta transactions in hundis are going

on for cornering commodities. It is
a well known fact.
Under the circumstances, even in

our efforts to control prices and the
serious situat'on created due to the
abnorma) rise in the price of every
commodity, this unaccounted money
is one of the greatest dangers to our
economy. Even our Plans may not
be successful because of this. So, to
think in terms of any concession to
this kind of people will not be aggre-
able to any one.

Shri Morarka very apologetically
put forward his scheme for unearth-
ing th's unaccounted money. I do
not know hat exacily he expects.
Perhaps he expects that all the un-
accounted money will come out. No
income-tax, no wealth tax, nothing
will be charged, and they will be
allowed pure and simple to turn all
this black money into white. Bul 1
do not think that they are going to
bring out the money because today
the turnover of this black money is
so easy and so speedy, the return they
get is so high, that whatever conces-
sion you may give them to turn th's
black money into white, I do not
think they will do it. In the cir-
cumstances, certain stricter measu-
Tes are required.

I{ is not a question of extending the
time. Time has already been given of
six months, and 31st May is the last
day. Even if it is extended, I do not
know whether any amount is at all
going to come out in the open, because
they are not at al] interested in this
matter.

It may be that the scheme of the
Finance Minister is not satisfactory,
but Shri Morarka's scheme will also
not meet with success. In any schreme,
first of all, we will have to make up
our mind. Certain other stricter mea-
sures will have to be taken aga‘nst
these persons who are today by their
activities completely upsetting our eco-
nomy, our monetary and banking
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system and credit. This matter will
have to be bornc in mind while dis-
cussing or deciding any scheme.

Shri Sham Lal Saraf: My hon. friend
Shri Morarka has placed his amend-
ment in tempting terms, giving a tem.-
pting incentive to the people who
are withholding money, but it is very
wrong to make any change in the
principle enunciated by the Finance
Minister about this scheme. Shr!
Prabhat Kar has pointed out that they
hrave been upsetting our economy very
seriously. Therefore, we should give
ful] support to the Finance Minister
in the scheme that he has put before
us for unearthing black money. At
this time if we extend the time or
amend it this way, people will feel
that the Government is not serious
about it. I can say that the couniry
is very sore about it. Therefore, it is
time that once and for all we get this
money as ecarly as possible.

As for the amendment of Shri Him-
atsingka, personally I would not
mind. There may be circumstances
where the Commissioner or thre au-
thority concerned might say that the
person from whom money has to be
collected may be given more time if
he is not able to pay in gix months.
But I fear one thing. Today we taik
so much about corruption. It will
open the flood gales of corruption.
After all it is not the Commissioner,
but the smaller fry who do these
things. Therefore, it is better for the
Finance Minister to be strict. I sub-
mit that my hon. friend should not
press his amendment.

So, the line of the Finance Minister
is the line which should be taken up.
The cotintry is with him. If he
sticks to a principle, more: forces

wil] come forward to unearth this
black money.
Shri Peter Alvarcs (Panjim): Shri

Morarka is nothing if not persuasive,
but it will be difficult for the How
to accept his amendment. I neithes
accept the amendment, por thg orige-
nal Clause 68. I do not think it is 2
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bold step that the Finance Min'ster
has taken. Without any personal
reference, it was a cowardly  step.
There were other methods which he
could have taken to unearth this black
money.

The! suggestion about demonctisa-
tion was turned down by him. He
was perhaps justified, but he has not
given full reasons for it. This policy
was once adopted in 1948. Why should
it not be repeated again?

After all the amount of black money
circulating in the country almost runs
a parallel economy. We know that
for the past few years, particularly in
the last year, it has brought about a
lateral strain in the economy. In spite
of this, to put a premium on dishonesty
would, I think, be unfair to those vast
numbers of businessmen and jndustri-
alists who are honest. They have paid
on what they earn, they have stood
by the Finance Minister in his propo-
sals, and now to give relief to those
who have ®been dishonest, I think,
would be very unfair not only to the
country, but to those who have re-
mained honest.

As far as Shri Morarka's amendment
is concerned, I do not see the argu-
ment where he says that it will give
them time to make a fresher assess-
ment. After all, the Finance Minister
said that he would be satisfied with 57
per cent if it was hefore 1st April, and
60 per cent up to 1st June. Up to the
1st April nothing came to the Govern-
ment coffers. Hardly any worthwhile
declaration was made. Even now,
when the 1st of June is approaching.
the recoveries are not substantial.
Therefore, the assumption that any
further concession would bring out a
larger dcclaration of unaccounted
money is not justified.

Secondly, he said that the first ins-
talment would start after one year,
and it would continue for the next five
years,
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Shri Morarka: The first instalment
should be paig immeaodiately.

Shri Peter Alvares: In the first year
they will pay 20 per cent and the
balance in the remaining instalments.
That would give them time to make a
declaration.

Shri Morarka: No. Time to make
the payment, but the declaration is
to be made now only.

Shri Peter Alvares: Nevertheless,
there is such a large amount of money
which is kept in circulation by these
people. It will give them an unfair
advantage. Therefore, both from the
point of ethics and the economy, I
think both the original clause and the
amendment of Shri Morarka must be
opposed.

Shri A. N. Vidyalankar (Hoshiar-
pur): The Finance Minister will excuse
me if I say that from the point of
view of moral principle, the whole
proposition is untenable. I can appre-
ciate his practical difficulties, and I
think that it is due merely to prac-
tical difficulties that he has proposed
this scheme. This scheme has not so-
far succeeded.

From what Shri Morarka has said,
it is clear that the incentive provided
by the Finance Minister has not work-
ed. From what he and Shri Himat-
singka has said, it appears it wil] not
work. Nobody can guarantee. Even
Mr. Morarka and Mimatsingka cannot
guarantee if their proposal is accepted
that this scheme wil' work. I do not
think that they can give any guarantee
nor can anybody give a guarantce
1 personally feel that the House
should not associate itself on principle
to legalise a thing which is illegal. In
fact this is practically the misappro-
priation of the Government money. It
appears to me as if tomorrow the Gov-
ernment can declare that all the
thieves or dacoits who have taken
money and misappropriated money, if
they could voluntarily surrender the
money, they will be allowed to retain-
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forty per cent of it. Nobody is going
to surrender. It is clearly misappro-
priation. If the simple, ordinary peo-
ple, do not pay income-tax they are
hauled up and they are treated in a
harsh way by the income-tax autho-
rities. Why should these persons who
can pay money, who are continuing in
business should be treated leniently?
It does not appeal to me on principle
and it is really a novel thing that the
whole House is going to associate itself
with legalising an illegal thing—mis-
appropriation. From the moral point
of view, it appears to me absolutely
untenable. I can appreciate the prac-
tical difficulty that the Finance Minis-
ter is facing and for that reason the
House might agree to his proposal. I
do not think that any more leniency
shonld be shown and this scheme
should in no way be diluted further.

Dr. M. S. Aney: Sir, I do not want
to enter into the moral or the immo-
ral aspect of the provision there. The
scheme as it stands here contains a
proviso to which I would draw the at-
tention of the hon. Minister. Suppose
some persons have thought it fit that
a portion of the income which he has
got has not been shown for some years
in the past and that he was motivated
by a desire 1o disclose his income and
made a statement to that effect to the
income-tax officer sometime before this
Bill has rome before the House and
the matter was under enquiry. I find
that the proviso says that this scheme

shall apply only to those who
shall disclose their income and
make a declaration about their
incomes after the 27th day of

February, 1965 and before the first day
of June 1965, If he has made a
declaration before. then the benefits
which are mentioned there will not
apply to that person who has volunta-
rily come forward out of a desire to
be truthful to the State and to make
up for his omissions of his duty and
made the disclosures. He will not be
entntled to any advantages on account
of the wording of this provision. I
want to know why it is so. Why
should such a person not be covered
by this scheme?
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Secondly, it relates to the question
of income—my second point. The rate
of tax would be sixty per cent and
forty per cemt would be taken to his.
books. This may be all right in regard
to persons who are liable to pay in-
come-tax at higher rates. But for
persons who are liable to pay a lower
rate of income-tax even if the whole
income had been brought into account,
should they not be given some advan-
tage in respect of the rate of tax to
be paid? Was this point considered?
I would request the Minister to look
into this.

Shri T. T. Krishnamachari: I will
first refer "o the points raised by my
venerable friend Dr. Aney. About the
first point made by him the scheme
was thought of on 27th February and
we cannot anticipate periods earlier
than that. As is said, law is an as
sometimes and I am afraid it has to
be an ass in this case. In regard to
persons who are liable to pay less than
sixty per cent, he can disclose it under
the ordinary law and pay the tax that
he is liable to pay. He need not take
advantage of this scheme. We have
by law permitted a person to make
voluntary disclosures to escape pen-
alty and he can make a voluntary
disclosure and pay the tax he is liable
to pay if it happens to be lower.

siteliETe AR dvat : Iqieay
HEITg, I FWTH FT @ sq wfaq |
CES KR e i

Mr. Deputy-Speaker: The
rung—Now there is quorum,

Bill is

Shri T. T. Krishnamachari: My hon.
friend Mr. Morarka has been very
kind to me and he said he does not
want me to reply; it is embarrassing.
All that I propose to say is that while
I request the House to accept my
amendment, I am unable to accept any
other amendment.

Shri Morarka: Sir, I withdraw my
amendments.
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Shri Himatsingka: Sir, I withdraw
.my amendments.

Mr, Deputy-Speaker: Have the hon.
Members leave of the House to with-

Clause 68, as amended, was added
to the Bill. :

Clause 69 was added to the Bill.

draw their amendments? Clause 70—(Amendment of Act 27 of

Amendments Nos. 209 to 212, 145, 146
and 228 were, by leave, withdrawn.

Mr. Deputy-Speaker: I shall not put
Government amendments, Nos. 54, 55
and 56 to the vote of the House. The
question is:

(i) Page 45, line 22, omit

“either”. (54).

(ii) Page 45, for lines 24 to 27,
substitute—

“(ii) furnishes adequatie securi-
ty for the payment thereof in
accordance with sub-section (4)
and undertakes to pay such in-
come-tax within a period, not ex-
ceeding six months, from the date
of the declaration as may be speci-
fied by him therein, or

(iii) on or before the 31st day
of May, 1965, pays such amount
as is not less than one-half of the
amount of income-tax as computed
at the said rate or furnishes ade-
quate security for the payment
thereof in accordance with sub-
section (4), and in either case
assigns any shdres in, or deben-
tures of, a joint stock company or
mortgages any immovable pro-
perty, in favour of the President
of India by way of security for
the payment of the balance, and
undertakes to pay such balance
within ‘the period referred to in
clause (ii)”. (55).

(iii) Page 46, line 16, after
“Central”, insert “or State”. (56)

The motion was adopted.
Mr. Deputly-Speaker: The question
is:
“That clause 68, as amended,
stand part of the Bill."”
The motion was adopted.

1957)
Shri T. T. Krishnamachari: I beg to

move*:

(i) Page 50, for lines 9 to 15,
substitute

“(xx) the value of any equity
shares held by the assessee in any
company of the type referred to in
clause (d) of section 45, where
such shares form part of the ini-
tial issue of equity share capital
made by the company after the
31st day of March, 1964, for a
period of five successive assess-
ment years commencing with the
assessment year next following the
date on which such company com-
mences ‘the operations for which
it has been established.”. (57)

(ii) Page 52, line 18, after “or”,
insert

“, in either case”. (58)
(iii) Page 52, linc 34, after “or”,
insert
“ in each case”. (59)
Shri M. R. Masani: I beg to move®:
(i) Page 50,—

for lines 9 to 15 substitute—

~ ‘“(xx) the value of any equity
shares subscribed and paid for by
the assessee for a period of five
successive assessmenti years com-
mencing with the assessment year
next following the date of their
allotment;”;’ (101)
(ii) Page 50, line 22,—

for “one lakh” substitute “two
lakhs”. (102)
(iii} Pages 50 to 53,—
Omit lines 33 to 41,1 to 40,

1 to 42, and 1 to 6 respectively.
(103)

*Moved with the recommendation of

the President.
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Shri N. Dandeker: Sir,
move®*;
(i) Page 50,

for lines 9 to 15, substitute—

¢ “(xx) the value of any equity
shares, issued by a company in
which the public are substantially
interested (including the subsidi-
ary of such a company), subscrib-
ed and paid far by the assessee,

I beg to

for a period of five successive
assessment  years commencing
with the assessment year next

following the date of their allot-
ment;”;" (165)

(ii) Page 50, line 28,—

for “two lakhs”
“three lakhs”. (1963)

substitute

Mr. Deputly-Speaker: These amend-
ments are now before the House.

-Shri M, R. Masani: Sir, I would
like to say a word in supp:.rt of my
amendment No. 103. These major
deletions contained in my amendment
that I have moved just now refer tn
the provision for imposing an addi-
‘tional wealth tax in respect of im-
movable property held in big cities.
It is rather surprising that at a time
when there is a great shortage of
housing in our cities and tremendous
distress and hardship for people of all
classes, particularly for the working
classes and for the lower middle class.
a disincentive should be sought %to be
imposed on what is undoubtedly a
beneficial activity, namely, the cons-
truction of houses in big cities. We
know from our personal experience of
numerous cases where young married
couples  cannot got a small flat
to live in, I have in my own firm
employeces who live as paying guests
in one room with their brides after
marriage. We know about the over-
crowding of working classes and about
the slums. At this stage, we should
give incentives to the people to come
in and build houses in big cities. The
effect of this penal tax on what is a
-desirable activity is, therefore, most

ill-timed and ill-conceived. It is not
as if people with houses are not being
taxed. The tax on wealth is already
there. But, now, a penal tax, an addi-
tional wealth-tax on landed property
in big cities is sought to be imposed.
This is something extremely difficult
to understand. It is anti-social; it is
anii-people; it is anti-incentive, to tho
distress of the ordinary people who
live in cities. It is not a crime to live
in cities. Why there should be the
penal, additional wealth-tax on those
who indulge in this beneficial activity
passes one's comprehension. 1 there-
fore move this amendment, and I urge
that there should be no additional
wealth-tax simply because a building
is put up in big cities.

Shri N, Dandeker: I have moved my
amendment Nos. 165 and 166, though
you have ruled out the other
one .

Mr, Deputy-Speaker: 165 and 166
are the same as 101 ang 102,

Shri N. Dandeker: My amendments
are 165 and 166, which is the same as
102, and then 167. As regards amend-
ment No. 165, I am proposing a briet
change of omitting lines 9 to 15 which
is in connection with the investments
of shares in companies of the type
referred to in clause (d) of section 45,
for a period of five successive assess-

ment years and so on. I am
suggesting that this should be
widened and my amendment reads
to the effect that the value of

any equity shares, issued by a com-
pany in which the public are substan-
tially interested (including the subsi-
diary of such a company), subscribed
and paid for by the assessee, should be
excluded from wealth tax for a period
of five successive assessment years, etc.
The chief point ig this. I do not sce
anv reason why—since these things
are coming into effect from a certain
date, as is stated here—the peonle
who hold shares wiich were 1syue
earlier should not be made eligible for
the exemption from weglth-tn

*Moved with

the recommendation of the President.
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Surely, this must relate to the equity
shares issued by a company in which
the public are substantially interested,
subscribed and paid for by the assessee,
for a period of five successive assess-
ment years, and it should not really
matter whether it is an issue of &
particular date or a particular type of
company. The point is, it should be
available for wealth-tax exemption
for a period of five successive years
following the date of their allotment.
That will cut out all olg issues, which
are older than five years. There may
be some which may be for one year;
some for 't"ve years and some for three
years, anc! som~ which have not yet
been issued at all will come in for the
full five-year period. So, the real
point is, all investment in new issues
ought to be exempted from wealth-
tax for a certain limited period.

The next{ amendment, Amendment
No. 166, which is the same as Shri
Masani'’s, and my amendment No. 167
seek to raise the minimum slab of
wealth that is exempt from wealth-
tax from Rs. 1 lakh to Rs. 2 lakhs in
the case of the individual anq from
Rs. 2 lakhs to Rs. 3 lakhs in the case
of an Hindu Undivided Family. This
is equal to no more than Rs. 40,000
pre-war and Rs. 60,000 pre-war res-
pectively. 1 do not think
anybody would call a person posses-
sing Rs. 40,000 as a wealthy person
now. Consequently, I do not think
anyone who now owns an asset of
Rs. 2 lakhs, a net asset of Rs. 2 lakhs,
can be called a wealthy person. Until
the last year or the year before last,
Rs. 2 lakhs used to be the minimum
limit for exemption from wealth-tax
and Rs. 4 lakhs used to be the mini-
mum limit for exemption from wealth-

" tax for Hindu undivided families. In
other words, in the case of individuals,
1 am suggesting its restoration and
in the case of Hindu undivided fami-
lies, T am still putting down the limit
of what used to be tax-exempt at
one time.

1 wolld like to ad: ene more point,
and it is this. I know that there is
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an exemption in the case of house
property or residential property up
to a limit of Rs. 1 lakh in the case of
an individual from payment of wealth-
tax. I have received letters from re-
tired people, people who have retired
from Government or private gervice,
saying that nowadays they are finding
it quite impossible to find the neces-
sary building material to make an
investment in the shape of a residen-
tial building, It is an odd thing that
if somebody has managed to build a
residential house some years ago, {wWo
years ago, he continues to get the ad-
vantage, and he gets the materials,
while someone eclse who is willing te
build a residential building, he is un-
able, in view of the present circum-
stances .and the present cost of things,
to get the building material or the
land. He does not get the benefit. He
has to pay through his nose in order
to occupy rented residential premises.
So, I would only repeat that I am
not extending anything munificent by
way of gift to anybody. I am just
restoring the wealth-tax exemp-
tion limit back to where it was, and
in the case of the Hindu undivided
family, I am restoring it to some ex-
tent to what it used to be.

Mr. Deputy-Speaker: Shri Morarka.
We must finish this discussion by 5
o'clock,
till

An hon. Member: We can sit

7 o'clock if necessary.

Shri Morarka: 1 want to seek one
or two clarifications about this pro-
vision,  Firstly, as you know, this
exemption from wealth-tax was given
in the Wealth-tax Act right from the
beginning. Then, by the Finance Act
of 1962 this concession was  with-
drawn and now it has again been in-
troduced by the hon. Finance Minis-
ter, retrospectively  from 1st April,
1964. So, it was only for the interreg-
num of two years, from 1st April, 1962
to 31st March, 1964 that this con-
cession was not available. I would
like to know why the people Wwhd
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‘have purchased shares during this in-
terregnum,  during this intervening
period, should be deprived of this par.
ticular exemption.

The second point in the proposed
amendment of the Finance Minister is

this. He says that even if the shares
are purchased from the market this
-concession would be available. It is

not specified in the scheme as to the
person from whom they are to be pur-
chased. Is it to be purchased from the
under-writers only, or, could they be
purchased from one share-
holder by another from the stock mar-
ket or what? Then there is the
third amendment of the Finance Mi-
nister which says that this concession
would not be available from the date
you purchase the shares but it should
be available only from the time that
company goes into production. That
meang the person who initially pur-
chases the gshares, holds the shares
till the company goes into actual pro-
duction, has to pay the wealth-tax on
the shares. But if he is tired of hoid-
ing on, of if at the end of the
period, when the company is unable
to go into production by some force
«of circumstances, he js obliged to sell
the shares, then for the next five years
the new purchaser will get the bene-
fit. The main purpose of this con-
cession was that when a company is
floated, new capital must be supscrib-
ed, anq for that purpose some in-
-centive should be provided and the
incentive wag in the form of exemp-
tion of the amount, which is to be
invested in the new shares from
wealth-tax. The scheme of the Fin-
ance Minister now would be if you
subscribe to the shares of the new
company you will have to pay wealth-
tax till the time when the company
‘goes into production, But after the
company goes into production, for the
next five years thereafter, he would
be exempt from the wealth-tax.

Shri T. T. Krishnamachari: I am
afraid it is not right.

Shri Morarka: I may read from
Ppage 62 of the Explanatory Memoran-
dum which he has kindly circulated.

13260
1t says:

“The five year period of the ex-
emption also runs from the assess-
ment year next following the date
of issue of the equity capital.”

Then it also says that “the vaiuz
of any equity shares held by the asses-
see in any company of the type reicr-
red to in category (d) of section 45,
will also be taken into account after
31st March, 1964”. Then, “the perod
of the exemption will be five succes-
sive assessment years next following
the date on which the company start-
ed the operations for which it was
established.”

Shri T. T. Krishnamachari: It is
only operational.

Shri Morarka: Opcration and pro-
auction means the same thing. You
do not say ‘“commencement of busi-
ness”. Then a certificate is necessary
to be issued by the Company Law
Department. Why have all these dif-
ferent phrases like “commencement o1
operation, commencement of produc-
tion, commencement of business” and
so on?

Shri T. T. Krishnamachari: The
whole thing is for a period of five
years,

Shri Morarka: Five years from

which date? Is it from the date on
which the capital is issued, the com-
pany goes into production or from
the date on which the certificate of
commencement is issued? It would
make all the difference, because the
initial jncentive which you want to
give to the people to invest in new
equity capital would be defeated by
this.  Only persons who buy shares
from the market afterwards would get
the benefit. I hope the Finance Mi-
nister would examine this point and
restore thig thing and givethe incen-
tive to the people who subscribe to
the capital in the new issue so that
during the period when the company
is not in production and a pegson does
not get any dividend at least he will
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get this relief of exemption from the
wealth tax.

Shri T. T, Krishnamachari: I think
this “commencement of operation” is
the date on which the company com-
mences work. Really the whole ideca
is that when a person is not getting
any income from wealth he should not
be taxed on that. I think the inter-
pretation that the hon. Member has
given is the correct interpretation. 1t
does not wait for the company {o g0
into production, it is from the com-
mencement date of the operation of
the company. If the hon, Member's
idea is that I should not give this con-
cession that is a different matter. 1
would withdraw the concession, I have
no objection at all. But I cannot ex-
tend the concession. Of course if a
person within that period of time buys
shares—of course, the man who sells
may be a fool and the man who buys
may be wise or vice versu—-it will
come within this. He argued, there
is a gap, why don’'t you cover the
gap. I cannot. I have merely done
one thing. I thought I shoulg give
this concession from 1st April 1965.
Tt has been represented by many peo-
ple that there are a lot of shares with
under-writers and it will help themn
to sell if you make it retrospective for
one year. I have made it retrospec-
tive for one year so that under-writers
which are mainly institutions might
perhaps be able to sell the shares. Thig
is the purpose of this amendment, Sir,
and nothing more.

Shri Morarka: I may be permitted,
Sir, to draw the attention'of the hon.
Finance Minister to his amendment.
The clause ag it stands in the Bill is
quite different. Since the objective of
the Finance Minister and my own are
the same, T hope the Finance Minister
will take care of this drafting point.
The clause as it stood in the Bill
fays:

“(xx) the value of any equity
shares subscribed and paid for by
the assessees where such shares
form part of the initial issue of
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equity share capital made after
the 28th day of February, 1965 by
a country of the type referred to
in clause (d) of section 45, for a
period of five successive assess-
ment years commencing with the
assessment year next following
the date of such issue;”;

The wording in the amendment that
has been moved is:

“....commencing with the
assessment year next following
the date on which such company
commences the ~ operations for
which it has been established.”

Shri T. T. Krishnamachari: Opera-
tion does not mean production,

Shri Morarka: I agree. You should
explain what you want. Why change
the clause at all? Why bring in this
amendment?

Shri T. T. Krishnamachari: I am
a layman. I have been advised by
legal people that this is correct. I?
the legal vpeople say that this 14
wrong I will bring in an amendment.

Shri N. Dandeker: I may add one
more point and that will explain the
thing clearly. In the original clause
it is very specific namely: ‘“assess-
ment year next following the date of
such issue” “Commencement of cpe-
ration” is completely uncertain. Who
can argue about it as to when it com-
menced? The wording in the original
clause is more specific.

Shri T. T. Krishnamachari: 1 can say
that if it is wrong I will have to
come with an amendment. I can only
be guided by the legal people.

Mr. Deputy-Speaker: I shall put
amendments 101, 102 and 103.

Amendments Nos, 101 to 103 were put
and negatived.
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Mr. Deputy-Speaker: I shall now
put amendments 165 and 167 standir.g
in the name of Shri Dandeker.
Amendments Nos. 165 and 167

put and negatived.

Mr, Deputy-Speaker: I shall now
put the Government amendments. The
question is:

were

(i) Page 50, for lines 9 to 15, subs-
insert—

“(xx) the value of any equity
shares held by the assessee in any
company of the type referred to in
clause (d) of section 45, where
such shares form part of the
initial issue of equity share capital
made by the company after the
31st day of March, 1964, for a
period of five successive assess-
ment years commencing with the
assessment year next following
the date on which such company
commences the operations for
which it has been established.”.
(57).

(ii) Page 52, line 18, after ‘“or”,
insert—
“ in either case”. (58)
(iii) Page 52, line 34, after “or”

insert—

, each case,”. (59)

The motion was adowted.
Mr. Deputy-Speaker: The question
is:

“That clause 70, as amended,
stand part of the Bill.”

The motion was adopted.

Clause 70, as amended, was added to

Amendment made: *
Page 55 line 7, after “Unit Trust”,
insert
“of India”. (60).
(Shri T. T. Krishnamachari)
Mr, Deputy-Speaker: The question
is:
"That clause 73, as amended,
stand part of the Bill.”

The motion was adopted.

Clause 73, as amended, was added to
the Bill.

Clause 74— (Amendment of Act 7 of
1964

Mr. Deputy-Speaker: Then we

come to clause 74,

Shri T. T. Krishnamachari: Sir, I
beg to move:

(i) Page 58, for line: 1 to 3, substi-
tute—

“(8) Machine tools and precision
tools (including their attachments
and accessories, cutting tools and
small tools), dies and jigs.

(9) Tractorg earth-moving maci
nery and agricultural implement:.

(10) Motor trucks
(61)

(ii) Page 58, line 4, for “(10)", subs-
titute “(11)". (62).

(iii) Page 58, line 6, for
substitute “(12)". (63),

(iv) Page 58, line 7, for “(12)",
substitute “(13)”. (64).

(v) Page 58, for lines 15 and 16,
substitute—

“(14) Soda ash.

and buses.”

w11y,

the Bull. (15) Pesticides.
Clauses 71 and 72 were added to the (18) Paper and pulp.
Bill (17) Tea”. (65).
Clause 73—(Amendment of Act 52 of (vi) Page 58, line 17, for *“(15)",
1963) substitute “(18)". (66).
Mr. Deputy-Speaker: There is one (vii) Page 58, line 24, for *(16:".
Government amendment to clause 73. substitute. “(19)". (67).
e —

*Amendment made/moved with the recommendation of the President.
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(viii) Page 58, for line 23, substi-
tute—

“(20) Ships.

(21) Automobile ancillaries.
(22) Seamless tubes.

(23) Gears.

(24) Ball, roller
bearings.” (68).

(ix) Page 58, line 29, for

substitute “(25)”. (69).

(x) Page 58, after line 36, insert.—
“(26) Cotton seed o0il” (70),

Shri M. R, Masanl: Sir, I beg to
move*:

and tapered

“(18)",

Pages 56 and 57—

for lines 24 to 41, andq 1 to 21 res-
pectively, substitute—

“Provided further that where in
the case of any company the aggre-
gate tax liability by way of income-
tax under the Income-tax Act
(other than the liability under sec-
tion 104 of the Act) and surtax
under this Act exceeds fifty per
cent. of the total income of the
company, the amount of such excess
shall be deducted from the amount
of surtax and the balance shall be
the amount of surtax payable by
the company.” (104).

Sir, my amendment No. 104 deais
with the question of a ceiling. You
remember, the Finance Bill hag laid
down a ceiling of 70 per cent on cor-
porate taxation on certain companies
or certain categories of com-
panies. It was explained by some of
us during the debate on the Budgel
and also on the Finance Bill that this
ceiling is a fraud. It is a frad beca-
use it applies to companiegs where it
does not arise, There are other com-
panies which do pay more than 70
per cent to which this ceiling does not
apply. If a ceiling is seriously meant,
then the amendment that I have mov-
ed would make it a sincere and
'serious ceiling because the amendment
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that I have moved makes the bencfit
of a ceiling applicable to all compa-
nies. In other words, it makes it
apply to other companies who reallv
would benefit by there being a ceil-
ing and does not only make it appli-
cable {o companies which in any event
will not have to pay more than 70
per cent. Therefore, there are fwo
points in my amendment. One is 1o
make it applicable to all companies.
A ceiling hag no meaning if it is not
applied to tHose who exceed the
ceiling.

The other point of my amendment
is to bring down the ceiling from 70
per cent to 50 per cent. I think a
ceiling of 70 per cent is  pointless.
Even in the most prosperous and
advanced industrial countries, the por-
mal ceiling on corporate taxation is
50 per cent. It is considered to be as
much as an enterprise will bear if
half the friuts of the enterprise are
given to the Government and the
other half are retained—D50:50. In
Britain today, and theirs is a Socialist
Budget, the ceiling on corporate tax-
ation is 40 per cent. No company in
Britain today is expected to pay more
than 40 per cent, however prosperous
it may be. That is British Socialism.
Therefore, in the context of these
circumstances, the amendment that I
have moved would reduce the ceiling
to 50 per cent which we consider,
from these Benches, to be a very rea-
sonable ceiling. If this amendment is
not accepted, then the less we talk
about a ceiling and the less we try to
fool the people the better.

As 1 said, when I spoke last month
on the Budget, I do not know whom
the Finance Minister thinks he is
fooling. I do not know of anyone
who has been taken in by this attempt
to fabricate a false ceiling which has
no relevance and no meaning.

Shri T. T. Krishnamachari: T am
probably fooling myself. I have no-
thing more to say.

*Moved with the recommendation of the President.
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Mr. Deputy-Speaker: I shall put
‘Shri Masani's amendment (No. 104)
to the vote of the House first.

Amendment No. 104 was put and
negatived.

Mr. Deputy-Speaker: Now I shall
put Government amendments (Nos.
‘81 to 70) to the vote of the House.

The question is:

(i) Page 58, for lines 1 to 8, subs-
titute—

“(8) Machine tools and precision
toois (including their attachments
and «ccessories, cutting tools and
small tools), dies and jigs.

9) Tractors, earth-moving
machinery and agricultural imple-
ments.

(10) Motor  trucks and buses.”
(61).
(ii) Page 58, line 4, for  “(10)",
substitute “(11)", (62).
(iii) Page 58, line 8, for “(11)"
substitute “(12)"”. (63).
(iv) Page 58, line 7 for “(12)",

.substitute “(13)", (64).

(v) Page 58, for lines 15 and 16,
substitute—

“(14) Soda ash,

(15) Pesticides.

'(16) Paper and pulp.
(17 Tea.”. (65).

(vi) Page 58, line 17, for
-substitute “(18)", (66).

(vii) Page 58, line 24, for *“(16)",
-substitute “(19)”, (67).

(viii) Page 58, for line 28, substitute
“(20) Ships.
(21) Automobile ancillaries.
(22) Seamless tubes.

“(15",

(28) Gears.
(24) Bal), roller and tapered
bearings.”.  (68).

'582 (Ai) LSD—9.

(ix) Page 58, line 29, for
substitute “(25)". (69).

(x) Jage 58, after line 36, insert—
“(28) Cotton seed oil.”. (70).

The motion was ecdopted.

“(18)",

_ Mr, Deputy-Speaker: The question
is:

“That clause.74, as amended,
stand part of the Bill.”

The motion was aedopted.

Clause T4, as amended, was added to
the Bill,
Clauses 75 and 76 were added to the
Bill.
Clause 77— (Regulatory duty of
toms)

Sus-

Shri N, Dandeker: Sir, I am objec-
ting to this clause on two grounds. In
the first place, it is designed to confer
upon the executive the power to levy

tax which is perfectly incompetent
because the power 1o levy
tax is  vested in Parliament. This

clause in other words is completely
incompetent and cannot be legislat-
ed because it confers upon the execu-
tive the power to levy taxes. It is,
therefore, utterly obnoxious and en-
tirely outside the scope of the con-
stitutional provisions on the subject.

Secondly, it might be said that {bis
House did in the Finance Act 963
and in the Finance.Act of 1964 pass
exactly identical provisions, They were
passed in good faith and in the belief
that the reasong given for having
those similar clauses in the Finance
Acts of 1963 and 1964 were genuine,
the only time when the reason was
properly speaking given was in  the
course of the Finance Bill, 1963, when
the corresponding clause 24 was under
consderation. The reason given was
perfectly simple, namely. that the
intention was to regulate the quantity
of goods imported.

A similar clause in terms of sec-
tion 58 wag included in the Finance
Act, 1064. FExperience has shown that
this clause has been deliberately mis-
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used by the Government, not for the
purpose for which it was intended,
namely, to control the quantity of
goods imported but for the purpose of
collecting substartial revenues which
was not the purpose for which it was
intended and where the purpose for
which it was intended would have
been incompetent and ruled out as un-
constitutional.

As it happens, 1 raised this point
yesterday and the Finance Minister
attempted a reply, but he said that
he was not prepared. So, no doubt,
today he will give a more considered
reply. But among the observations he
made then was the observation that
there was nothing unparliamentary
about this; that, in fact, the present
socialist British Government have
used a similar provision for the pur-
pose of levying a duty, 15 per cent re-
gulatory duty, and that if one Parlia-
ment could permit the Government to
do so, presumably by parity of reason-
ing this Parliament could also permit
such a thing to be done by this Gov-
ernment.

Sir, the circumstances are entirely
different. In the first place, I do not
know for what reason that particular
clause was contained in the legislation
in the United Kingdom. But I know
the purpose for which a similar clause
was allowed to be included by this
House in the legislation of 1963 and
1964, namely, to regulate the quantity
of goods imported. But the fact re-
mains that as the years have gone by
the powers of Government to re-
gulate the quantity of goods import-
ed, which are so very specific and
drastic already under various import
control rules, regulations and laws
and also under the foreign exchange
control rules and regulations, that
there is nothing, nothing at all, that
can be done under this Finance Bill
to regulate the quantity of goods to
be imported. All that can now be
done is to collect more revenne, Thig
clause has been used in that way
under section 58 of the Finance Act.
1964. And so thig clause 77 will un-
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doubtedly be so used hereafter.

Therefore 1 object to it on these
grounds: first of all, it is utterly un-
constitutional because the power to
levy tax is a power vested in this
House and in Parliament and cannot
be delegated to anybody; secondly, the
objective stated at any rate when it
was stated is utterly misleading—the
real pbjective of Government is to
raise taxes; thirdly, they have in fact
acted in that manner under the cor-
responding section 58 of the Finance
Act, 19 4; and, fourthly, on merits,
therefore, the clause is to be objected
10

Shri T. T. Krishnamachari. Sir, the
first thing is that the question of any-
thing being ultra vires is not raised
in the House. Secondly, if my hon.
friend would forgive me to say, nis
experience has been on the direct
taxes side and I do not suppose he
knows very much about the indirect
taxes side. All powers given by Par-
liament to the executive happen to be
a ceiling. In fact, in regard to the cus-
toms and excisc duties the executive
lowers the rate of tax and can raise
it within the ceiling. It has been do-
ing that. Tt is perfectly legitimate.
Maybe, the ceiling is very high, but
they are levying a lower duty, but
the executive has to inform Parlia-
ment of whatever it does. If it does
something which Parliament thinks is
inappropriate, Parliament can pull it
up.

With regard to this particular pro-
vision of having two sets of additional
powers—one is to have a 10 per cent
duty on all articles or a 25 per cent
increase in the existing rate of duty,
which is the ceiling prescribed—as
the hon. Member has mentioned has
been on the statute book since 1963.
In introducing the Finance Bill my
distinguished predecessor- in 1963
said:—

“I propose to ask for powers tor
vary excise and customs duties-
with the limits to provide a me-~
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asure of flexibility in either diree-
tion in response to the changing
circumstances.”

That was in 1963; 1064 has gone and
now we have come up to 1965. It is
true that I have used this power. But
in using this power, as Parliament was
about to sit, I deferred using it and
have put it before Parliament. Whe-
ther this is something which ig an
inroad into the privileges of Parlia-
ment or not is a thing which can easi-
ly be determined by the fact that the
privileges of this House enshrined in
the Constitution, until altered, are
supposed to be those of thc British
House of Commons.

In the UK Finance Act of 1961 they
have a section 9 which gives the
power:—

“If it appears to the Treasury
that it is expedient, with a view
to regulating the balance between
demand and resources in the Uni-
ted Kingdom, that the following
sub-section should have effoct, the
Treasury may by order direct that
it shall have effect as respects the
period during which the order is
in force:”.

Then, it goes on to say:

“the liability to duty or right
to drawback, rebate or allowance
shall be adjusted by the addition
or deduction, as may be prescribed
of such percentage, not exceeding
ten per cent.”

Then, it was re-enacted in 1962, 1963
and 1964. T have not seen the Fin-
ance Bill of the UK this year. It may
or may not be there. Therefore it is a
thing which is part of parliamentary
practice and the hon. Member would
know that even when Parliament
fixed a particular duty it is only the
ceiling and it leaves to the executive
the discretion to lower it.

16 hrs,

I do not want to go into the legality
of it because it is abundantly clear
that it is Jegal, while it is perfectly
open to hon. Members to oppose it and
to the House not to give that power.
But the question of the principle has
been upheld by the Supreme Court in
the matter of sales-tax in the case of
Pandit Banarsi Das and others wvs.
the State of Madhya Pradesh. The
Chief Justice S, R. Das, the Judges,
T. L. Venkatarama Ayyar, S. K. Das,
A. K. Sarkar, Vivian Bose—a full
Bench—have held that this power can
be given by the legislature to the
executive in a matter like this. It 18
not of the same nature but it is of a
salestax. Therefor, on the merits of
the problem, I have no doubt that the
Government is right in asking the
Parliament for this power. On the
legality of it, I do not sec that there
ig any doubt but it there is any doubt,
one can never prevent any agarieved
person from sceking the remedy that
is in his hands.

Mr. Deputy-Speaker:
is:

The question

“That Clause 77 stand part of
the Bill".

The motion was adopted.
Clause 17 was added to the Bill.
Clause 78 was added to the Bill.

Clause 79—(Amendment of Act 1 of
1944).

Shri M. R, Masani: I beg to move:*
Pages 60 and 61,—
Omit lines 19 to 42, and 1 to 22
respectively. (105).

Mr. Deputy-Speaker: The Amend-
ment No. 105 is before the House.

Shri M. R. Masanl: Sir, my amend-
ment would delete the very savage
excise duties sought to be levied on
steel and copper products. When the
Budget was being debated, we pointed

*Moved with the recommendation of the President.
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out that these duties are of an in-
flationary nature because they are
bound to raise the prices of innumer-
abie products of steel and copper.
The prices of sewing machines and
all kinds of consumer goods are going
to go up. This is an inflationary
clause. On the one hand, we talk
of containing inflation and on the other
hand gratuitous measures are taken
of this nature which are bound to put
up the cost of ordinary consumer
goods used by the bulk of our people.
Therefore, this amendmoent of  mine
would seek to cut out this vicious and
savage imposition of excise duties
which are out of all proportions to the
needs.

Shri Sham Lal Saraf: Sir, I support
what Mr. Masani has said. I hope the
hon, Finance Minister would very
kindly keep this in mind. When we
look to the industrial structure all
over the country, I would say, that the
greatest gsufferer is the small-scale
industry. I had to do something with
both the Ministry of Commerce and
Industry at the Centre and that of my
State. T can show you how many of
these small-scale industries in my
State and in Punjab have gone to
ruin because of the non-availability
of billets of different varieties and par-
ticularly because of the non-avail-
ability of non-ferrous metals. Under
such conditions, the prices of these
things go up very high. Then, the
industries that are already ruined will
have no hope at all of any survival.
That is one thing. Secondly, in regard
to te commodities that they manufac-
ture, the country will also suffer very
much. The other day, the Finance
Minister spoke one thing—it is weigh-
ty certainly—and said that in case we
do not mop up all this extra profit
that these people will be making be-
cause of price rise and so on and so
forth, we may have to find some other
way of mopping such profits.

I would very respectfully submit
that this impostion of excise duties
will jedpardise the interest of the in-
dustry and also of the country. With
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these few words, I Would request him
to pay some attention to this and do
something in the matter.

Shri T. T. Krishnamachari: Sir, 1
have explained the position. The
Prices of these commodities are so high
and s0 much money is being made by
the people who are able to get it. We
try to mop up the profits proportion-
ately. So far as the small-scale indus-
tries are concerned, they do not get
it. But when they are able to con-
vert some of these things into alioys,
then only that question comes. The
other day, I made a statement in the
House giving some concessions to
small-scale industries. So, small-
scale industries can get some conces-~
sions without affecting the general
position. We will look into it if we
can give any further advantage to it.
I am always prepared to examine it.
But basically, the whole idea is that
the prices are ruling high and perhaps
even with this, it will be about hund-
red per cent more. The State which
allows these products into the country
with a considerable amount of expen-
diture of foreign exchange is cntitled
to mop up the portion of it for the
benefit of the public.

Mr. Deputy-Speaker: 1 shall now
put Amendment No. 105 to the vote
of the House.

The ques‘ion is:
Pages 60 and 61,—
omit lines 19 to 42, and 1 to 22
respectively. (105)
Lok Sabha divided:
Shri Senavane (Pandharpur): Sir,

1 wrongly pressed ‘Aye' button. I am
for No'.

ot wwefor s e (w3e0) -
JoTeTE WEYRT, AN WA F TR
off frar @« AT A @ | f
frmr svF

Mr. Deputy-Speaker: That will be
recorded.
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Division No. 19]

Ancy, Shri M. S,

Dandeker, Shri N,

Gounder, Shri Mathur
Kachhavaiya, Shri Hukam Chand
Masani, Shri M. R.

Alvs, ShriA. S,
Arunachalam, Shri

Azad, Shri Bhagwat Jha
Baijaj, Shri Kamalnayan
Barua, Shri R,

Basappa, Shri

Surendra Bahadur Singh, Shri
Chanda, Shrimati Jyotsns.
Chandak, Shri
Chandriki, Shri
Chaudhuri, Shrimati Kamala
Chavan, Shri D. R,
Chavda, Shrimati Joraben
Chuni Lal, Shri

Dafle, Shri

Daljit Singh, Shri

Daess, Shri C.
Dhuleshwar Meena, Shri
Dighe, Shri

Dubey, ShriR. G.
Dwivedi, Shri M. L.
Ganapati Ram, Shed
Gowdh, Shri

Gupta, Shri Badsheh
Hajarnavis, Shri

Harvani, Shri Ansar
Himatsingks, Shri
Jadhav, Shei M. L.

@ hav, Shri Tulshidas
Jamunadevi, Shrimati
Jepa, Shri
Jyotishi, ShriJ. P.
Kabir, Shri Humayun
Kadadi, Shri

AYES

Mukherjee, Shri H. N.
Nair, Shri Vasudevan
Ram Singh, Shri
Range, Shri

NOES

Kakkar Shri Gauri Shankey
Kam th, Shri Hari Vishnu
Kedarix, Shri C. M.
Khanna, Shri P, K,
Kotoki, Shri Liladhar
Kouijalgi, Shri H. V.
Krishnamachari, Shri T. T.
Kureel, Shri B. N,

Lalit, Sen, Shri

Laskar, Shri N. R.

Laxmi Bai, Shrimati
Mahadeo Prasad, Shri
Mahtab, Shri

Mahishi, Dr, Sarojini
Maniyangadan, Shri
Marandi, Shri

Maruthish, Shri

Masuriya Din, Shri
Mehrotra, Shri Braj Bibari
Mehbta, Shri Jashvant
Mishra, Shri Bibhuti
Morarka, Shri

More, Shri K. L.

More, Shri S. S.
Mauthish, Shri

Naik, Shri D. J.

Pandey, Shri R.S,

Patel, Shri P. R,

Patel, Shri Rajeshwar
Pratap Singh, Shri
Raghupath Singh, Shri:
Raghuramaiah, Shri.

Rajs, Shri C. R.

Rajdeo Singh, Shri
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[ 16 o7 Ars.

Roddy, ShriNarasimha
Segh, Shri Bishanchendra
Singh, Shri]. B.
Soravane, Shri T. H.

Ramaswamy, Shri V. K.
Rune, Shri

Renga Rao, Shri

Rao, Shri Muthyal

Rao, Shri Ramapathi

Rap, Shri Rameshwar
Reddy, Sbrimati Yashoda
Roy, Shri Bishwanath
Sahu, Shri Rameshwar
Saigal, ShriA. S.
Semanta, Shri §. C.

Sanji Rupji, Shri
Satyabhama Devi, Shrimati
Shakuntala Devi, Shrimati
Sharma, Shri A. P:

Sheo Narain, Shri

Shyam Kumari Devi, Shrimati
Siddanjsnjappa, Shei.
Singha, Shri:G. K.
Subaraman, Shri.
Subramanyam, Shri .
Thengsl, Shri Nallakoygp,
Thimmaiah, Snri

‘Tiwary. Shri D. N.
Tiwsry, Shri K. N.
Thweary, Stri:R. 3.

Thls Ram, Sk
Upadiyaye, Shari Stsivaniug s
Veprabasappe, Shori;
Vidyplankes, Shaivis Ny
Vitbbadzs.Sing, Shsi,
Vyps, Shii Radhelad.
Yadab, Shri N, P.
Ypdav, Sori Rem Harkd

Mr, Deputy-Speaker: The result of
the Division is: Ayes.. . .13; Noes
102,

The tion was negatived.

Mr. Deputy-Speaker: The question
is:

“That clause 79 stand part of the
Bill”
The motion was adopted.
Clause 79 was added to the Bill.
Clause 80 was added to the Bill.

Mr. Depmty-Speaker: Then, we: take
up clause 81.

Clause. 81— (Regulatary duty.of

excise)

Shri N. Dandeker: The obje:tions
that I have to regulatory duties-of ¢ x-
cise which the executive will be emp-
owered to impose by clause 81 are
exactly the same as those whih T had
urged as regards clause 77 for the im-
position of regulatory duties of cus-
toms, but I have one more point to
add.
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[SHRI SONAVANE in the Chair]

In replying to the objections which 1
had raised in respect of clause 77
seeking to give power to impose regu-
latory duties of customs, the Finance
Minister again referred to what had
been done in England by the British
Government towards the end of last
year in imposing certain regulatory
duties and he said that that was done
under similar powers that existed in
UK, since 1961. I had hoped that he
would add that notwithstanding that
the socialist Government in UK. had
powers to impose those duties of regu-
latory kinds under some old standing
legislation, nevertheless the Govern-
ment there specifically put the matter
to the House for approving the propo-
sal, and the resolution approving the
imposition of 15 per cent import duty
as a regulatory duty was passed with-
out a division when this matter was
put to the House by the Government
in the United Kingdom. In other
words, when they were proposing to
use these regulatory duties for the
purpose of revenue or for bringing in
a good bit of money, in addition to
restraining imports, they took the
trouble, and they certainly, I think,
acted rightly, in submitting the matter
to a resolution of the House, whereas
here the objectives of these regula-
tory duties were stated to be something
whereas the' real objectives with
which they were imposed on the 17th
February were admittedly and entirely
—and it has not been denied—and al-
most wholly a matter of revenue, and
this was done ten days before the
budget. I submit that at least Gov-
ernment are not fit to have powers like
these conferred upon them. I object
to this clause both on the constitu-
tional grounds which I have already
mentioned as well as on the ground
that it is improper, as well as on the
ground that Government cannot be
trusted to use these powers for the
purpose, for which they are intended.
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Shri T. T. Krishnamachari: I have
nothing much to add. I have nothing
further to add to what I had said be-
fore on a previous clause to which
also the same objection had been
taken by the hon. Member.

Mr. Chairman: The question is:

“That clause 81 gtand part of
the Bill”.

The motion was adopted.
Clause 81 was aded to the Bill.

Clause 82— (Discontinuance of salt
duty)

Shri N. Dandeker: I beg to move:*
Page 63, after line 15, insert—

“(2) In the First Schedule to the
Central Excises Acl—

(a) in item No. 2 under ‘Coffee,
cured’ for the words and fig-
ures in column 3, the follow-
ing words and figures shall be
substituted: — -

‘Rs. 40 per quintal’

(b) in sub-items Nos. (1) and (2)
of item No, 3 under ‘Tea’ for
the words and figures in
column 3, the following words
and figures shall be substitut-
ed:—

(1) 50 Paise per kilogram

(2) 30 Paise per kilogram plus
the duty for the time being
leviable under sub-item (1)
of this item if not already
paid.

(c) in item No. 7 under Kerosene’
for the words and figures in
column 3, the following words
and figures shall be substitut-

ed: —

‘Rs. 175 per kilo litre at 15
degrees of centigrade ther-

mometer’.

(d) in sub-item I and II of item
15 under ‘Soap’ for thc words

*Moved with the

recommendation of the President.
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and figures in column 38 the

following shall be substitut-
ed:—
‘I. (i) Soap, household and
laundry—
Rs. 8 per quintal
(ii) Other sorts—Rs. 20 per

quintal

II. (i) Plain bars of not less
than 454 grams in weight—
Rs. 7 per quintal

(ii) Other soris—Rs. 8 per quin-
tal?

(e) in item No. 38 under ‘Matches’
for the words and figures in
column 3 the following shall
be substituted: —

‘50 Paise for every 1000 matches
or fraction thereof’.” (172)

Mr. Chairman: This amendment is
mnow before the House.

Shri N. Dandeker: I have moved
amendment No. 172 to clause 82
This amendment is to the effect that
a second sub-clause be inserted. With-
out going through the whole thing
again, I may tell you that I do not
know whether I have put this down
in a technically competent manner,
‘because the Excise Act and Manuals
and rules and regulations are so im-
possible for anybody to understand
even after one day’s study.

" Nevertheless, the object of this
amendment is this. All the provi-
sions that are contained in this Bill
about income-tax and customs duties
and excise duties are all for raising
the rates of duties. But I find noth-
ing there to ~~thuse the ordinary per-
son who is interested in the ordinary
goods of lite such as coffee, tea
matches, kerosene and soap. These
amendments that T have put in rcover
five items; the first two are intend-
ed to reduce the duty on coffee, and
the duty on tea—these will cover the
common man throughout India  he-

cause he either drinks tea or he
drinks coffee. Then, there is the duty
on kerosene which I have suggested
should be reduced; then therc is the
duty on soap which 1 nave suggested
should be reduced, and finally, the
duty on matches also should be re-
duced.

I am very strongly hoping that the
House will not merely make profes-
sions about the common man but will
accept those professions in practice
when it comes to specific proposals of
this kind.

Shri Ranga (Chittoor): I very strong-
ly support this amendment and 1
commend it to the House for its ace
ceptance, because it affects the inter-
ests of the ordinary people, not mere-
ly the common people, but in fact, the
people as such, irrespective of all
differences, and more especially the
poorest in our country. Except for a
few among every hundred people,
everyone else is today addicted to
smoking. The rest of them also are
householders and they would like to
have matches to light their keroscne
lamps in their houses, and that is the
reason why we have moved this
amendment.

When originally the proposal was
made before the previous Finance
Minister that kerosene ought not to
be taxed, he said that not many people
were using kerosene oil. We had to
contest that statement. I hope that
you yourself, Sir, hailing from the
poorer sections of our nation would
be able to bear out my statement that
it is more essentially the poorcst of
the poor in our country who are de-
pending upon the use of kerosene oil
for lighting purposes, in order to
enable their children to read ard
also to enable themselves to see
things in their own small huts, hovels
and homes. It is most unfortunate
that Government should have thought
of imposing these duties upon the
people especially when they profess
to try their best to raise the standard
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of living of the people. They have
not so far succeeded” in raising the
standard of living of the poorest of
the poor in our country. By their
own admission they  have failed in
this, But on the other hand they
have certainly succeeded in the most
malicious manner in heaping * upon
them many burdens, especially these
burdens of taxes by way of excise
duties on kerosene, coffee, tea, soap
and matches. These five alone

are
indicated in our amendment. But on
the other hand, there are so many

other commodities also, such as sugar,
tobacco, vegetable products etc. which
are taxed; then, there is the salt cess
and also the tax on diesel oil. The
excise duty on diesel oil has been
aﬂectmg our agriculturists, und we
have been protesting aga'lmt it all
these years but in vain. These other
commodities are all in daily use b}
the ordinary peoplé, and it Govem~
ment really care to improve the con-
ditions ‘of these ‘people at least so 'as
not to adveérsely affect their' condi-
tion and make them poorer than what
they are, then' they' ‘otight to dtcept in
all conskience our amendmbnt )¢}
at all they 'dccept’ our amend’nent
they ‘'wouTd' bé losing ‘much’ 1ék¢ than
Rs. 91 crores. THey aré coflettihg Hl-
ready Rs. 827 crores thfbiph = the
Central excise duties, and out of thqse,
we' are only asking for ' about 'Gne-
sixteenth, ‘that'is; about an'snha inf a
rupee by way of reduction, ‘I¥ if
impossible’ for Governmen! té accept
this? “If ‘we &re totake the Fimance
Minister’s statement, which 'he’ made
yesterday, in all seriousness, then it
ghould be possible. ' He expects to be
able to raise 'from the present budget
itself and through His financial pro-
posals so much 'more money than
what is shown in the budget that ‘it
would be possible for him to be com-
pletely independent of foreign aid,
foreign loans and so on and also to
be completely indifferent to the fate
of our cxports, and still he would be
able to finance our national govern-
ment here all this additional expendi-
ture on defence and so on. That was
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the brave statement that he hadi
made. Now, if that is con'ect, surely
we would be justified in assuming
that Government would be havmg up
its sleevés hundreds of ' crores of
rupees and so it can try to give up.
by offering to reduce, if not abolish,
quite a number of these excise duties.
But I do not think it is going to do-
that, and the manner in which the
Finance Minister has been summarily
dismissing’ these amendments by
simply referring Members to what he
said yesterday or what he did not
say yesterday, makes it clear. It is
clear that he is not going to accept
our amendment.

But I wish to warn Government
that a time would come when they
and we would be going to the people,
when we would be stating to the
masses how this Government has
been dealing with them, how instead
of being able to raise (heir standard
of living, it has been reducing it by
its own sedulous efforts, and the-
efforts it makes in such evil- mmded
and  determined manner in spite " of
the warnings that we gave, and ih
spite of the plea that we put forward
it favour ‘of reduction of these hx
burdens

Now, just look at it. How much on
kerosene alone? Rs. 45 crores, If
Wba‘ a Gandhi was alive today, T
am sure he would have chosen this im
p'refprence to salt for exemptxon or
in ‘addition to salt. Af the fime, they
were collecting, that is, the British-
Government was collectmg, only Rs. 6
crores.’ Now these people are' col!éct-
ing ‘9 times as much as tHe Britigh
Govemmeht was éollecting on kero-
sene ‘alone, and this in the Wake of
the S0 caﬂed plan. !

Then matches—Rs. 23 crores. Half
the amount they are collecting from
kerosene alone. Then there is diesel
oil, the duty on which falls upon the
agriculturists predominantly and also
the rural people who have to use road
transport. That comes to Rs. 14
crores.
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Then more and more people are
taking to coffee. Many more have
a’lready taken fo tea, and more should
take to tea aiso. Quile a number of
doctors have also advised our people
to take to these things in preference
to ordinary cold water because cold
water happens not always to be very
clean and is likely to carry diseases.
(yovernment is collecting on this alone
Rs. 20 crores,

Then does not Government want
our people to have an oil bath and
clean themselves from time to time,

at least once a week? No, on soap
also they must put a burden. How
much is it? Rs. 4.62 crores. Then
matches: Rs. 23 crores.

I, therefore, want Government to
consider seriously the advisability of
abolishing these excise duties, and
it it cannot, at least accept our amend-
ment,

ot wiw A §7a ;o awrafa
ey, § 59 40V W wneT. B
g Qo & gEvme Y DE §
ﬂ"'*‘!’(\'ﬁ‘"“ﬁ!’!ﬂ'ﬂﬂﬁ G
aumm? w’f fagy & aw ¥
Qquell F JAT § <& A g faw
i T ® A 7R 3 A | & fr
HAY ¥ %8 & SAIEL WIT FqT FF gFAT
g feat qg avg & QT & TAE
:{awtzwmmaﬂfa@gn

q:(lg(ilezﬁlfﬁrlﬁ & et
B I TR, 9T 22 S To
o i ™, WA VI 1962-63
¥ 27 9@ %o &« T fa¥ M qAY
At FY TE FIAT ar wwST ¢ AfHA
fort At & QT W W G TR
et 8, 94 v @, 9@ 3, W€
§, ferve 8, @A &, w7 53 T A e
g fxar Ty &1 AT T, AT QEHT
wr, faaT @I VT g1 SR

g ana g7 # 9d aTw e
¥ o @A §, T qATHE A=A B0
T ¥ 90t g &, o vl s
¥ g §mel w1 gl ¥ 93 T
&, ¥ awg § 9 a9 Al B A Y
T fam A A1 N &1 Y FAET o
qgaw foe gwar @ 7 W) 4% aw §
T I %2 (% W q@1, WA 1Y Ja
ImRY, AT IF 9T FER EFA AT
AR I T AV Tg HY & awal §

WX W &1 &1 &7 TG & Al
T F TG A 167 F4E fHAw
TR & &9 F G I A &, T4E IR
qT ATET 8, S99 ¥ qf=w gy arfE
IG & ATAT T% {1 A HIT AT $7
wT ¥ 3B UEd A 1 ww g qg
20 §o FAA HIGT & &1 I FT WT 50.
o Fae wX A | gAY HeE o FHT
qT Wit fadet qET @ gAY § WA A
Qa1 T AR q09 F7ar 9 T
AT A, I8 w@ aF AT g0 ?

Wiy ¥ o gnun W A
SR | WH TN 9 A 2 s
W TR TE IA & AW N YA
oI e

Shri Prappat Kar; So far as cl. 82
is, concerned regardmg the disgonti-
nuance of the salt duty is a welcome
feature. But along with that, we
would ask Government to effect a
reduction, if. not withdrawal, of the
duty on some other articles common}‘y
used by the people.

As regards the amendments moved,
kerosenc is an item of common use,
particularly in villages where people
cannot do without it. When the
Finance Minister also has expressed
his anxiety over the difficulties of
the common man due to high prices,
how difficult it is becoming for nhim
to live, and considering the fct that
in the present situation to keep up



13285 Fingnce Bill, 1965

[Shri Prabhat Kar]

the morale of the people, some con-
cession should be granted to them, I
think the duty on kerosene should be
reduced if not withdrawn.

The same thing about matches. It is
a. commodity of common use, parti-
cularly in villages. I think the excise
duty on it is yielding roughly Rs. 23-
24 crores. This also can be taken
away.

So along with the welcome feature
-of the discontinuance of the salt duty,
we would request the Finance Minis-
ter to agree to the withdrawal of the
duties on matches and kerosene,
which will give some relief to the
common man who is groaning under
the pressure of prices. Also, in order
to keep up the morale of the people
and to enthuse them to live and meet
the challenge posed on the borders, it
is essential that these concessions
should be given. He has already
granted concessions to the corporate
sector and to the higher income
groups. So it is necessary that this
concession should be granted to the
common man also. I support the
amendment which will go to extend
the concession provided in clause 82.

Shri Alvares: Support for the am-
endment in regard to kerosene oil
must come from two angles. The
first is in the matter of giving relief
to the common man and the second
is from the point of view as to assess
how rational the rationale of the new
taxation the Finance Minister has im-
posed in the Finance Bill is.

16.28 hrs.

[MR. DeruTy-SPEARER in the Chair]
In making his proposals, sometime
ago the Finance Minister said he
wanted to  streamline the entire
taxation proposals. For that reason,
he proceeded on certain assumptions,
one of which was there is such a
margincof profitability between the
import price of raw material and that
of manufactured goods, and therefore,
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he was trying to mop up that differ-
ence. For instance, on copper, he
raised the excise duty from Rs. 300
to Rs. 1,000, on the assumption that
in the price of the manufacture, this
relief would be passed on to the
consumer. Everybody knows that
where the industry is profit-oriented,
such a thing does not and will not
happen. At the same time, he argues
that because kerosene oil is an im-
portant item of import, he cannot give
any relief on it. I find the Finance
Minister has given excise relief on
various items in industry to the
extent of Rs. 29.68 crores, and he has
raised cxcise duty on consumer items
to the extent of Rs. 16.58 crores.
Therefore, the Finance Minister has
surrendered a revenue of almost
Rs. 13 crores in this discriminatory
maner, and in excrcising his discre-
tion, he has not thought of the com-
mon man because the common man
is a beast of burden who provides
him with a certain amount of indirect
taxation.

Yesterday, while speaking on the
profits of industry, I had said that
there was a certain amount of buoy-
ancy in the situation. That was
proved not merely by the total amount
of tax collection, but also by the
incidence that each industry was able
to pay. In such a situation, to give
incentives to industry, to those who
can afford to pay, to those who muke
their money by selling the products
to the common man, and at the same
time to argue that because of the
need of finance the duty on kerosene
cannot be reduced is not to argue
about it rationally, but to cynically
maintain the burden of the common
man and to continue to squeeze him
till he can bear it.

A little while ago we argued about
the inadvisability of accepting the
amendment relating to voluntary
disclosures. At that time 1 had said
that the two trends in the economy
were vertical and lateral. The verti-
cal was able to bear the strain; that
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is, industry can always bear the
strain because by and large these
.additional strains imposed are pass-
ed on to the consumer. But there
are others, the lateral strains, which
must come in for consideration.

Therefore, both from the point of
view of continuing the rationale which
he hag talked about and also from
the point of view of the immediate
need of giving some relief to the
common man, I support the amend-
ment on the issue of kerosene.

Shri T. T. Krishnamachari: Hon.
Members will realise that this parti-
cular Clause only says that no duty
shall be levied on salt and it does
not introduce any taxation. I do not
mind the discussion. Hon. Members
wanted to have a discussion on this
matter, and they have wused this
‘Clause. What can I say when it is
something which is not germane to
the Clause under consideration? I
am, thercfore, sorry that I am unable
to offer any comment. About the
rationale of it and all that sort of
thing, I can express no opinion.

Shri H. N. Mukerjee (Calcutta
Central): We expect some reply.
There are some specific points made
out. We are very common people
with very common powers of under-
standing. Why not he treat us to
some explanation?

Shri Hari Vishnu Kamath (Hosh-
angabad): Has he got an open mind?

Shri T. T, Krishnamachari: Hon.
Members will realise that this is not
an amendment to the particular sec-
tion. Of course, they are all taxa-
tion. It i3 in the third reading
speech I have to reply. I have dealt
with this question as to what I could
and what I could not do in the ori-
ginal speech. This is not something
which ought to be raised here. There-
fore, I cannot give an answer to

specific items here because the sub-
ject is not before me.

Shri Nath Pai (Rajapur): Reticence
is not one of the weaknesses of the
Finance Minister. He has very
charmingly put it that there is noth-
ing he can add. This is the first time
we have found him telling the House
that on a given maltter he has noth-
ing to add. He has perhaps by impli-
cation accepted that this particular
proposal is something which he can-
not defend in the light of what has
been submitted. In view of the fact
that he hae so gallantly, not as
gallantly as he ought to have been,
conceded the point that he cannat
defend the taxation, why not be a
little more gallant and say that he
withdraws and accepts the amend-
ment?

Shri ¥. T. Krishnamachari: Where
is the question of withdrawing?
There is nothing to withdraw. I do
not want to exchange words with a
very clever person like my hon.
friend, but there is no use putting
words in my mouth. I cannot with-
draw Clause 82, can I? If I with-
draw Clause 82, it means 1 have to
levy a tax on salt.

Shri Nath Pai: Accept the amend-
ment.

Shel T. T. Krishnamachari: I can-
not. He says I should give away
Rs. 92 crores, as if I have a bag of

tricks and I can produce it out of
my pocket. I cannot.
Mr. Deputy-Speaker: I shall now

put amendment No. 172 to the vote of
the  House (Interruptions.)
You want a division,

Some hon. Members: Yes.

Mr. Deputy-Speaker: Let the lob-

bies be cleared.
The question is:

Page 63— .
after line 15, {nsert—
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“(2) In the First Schedule to

the Central Excises Act—

(a) in item No, 2 wunder
‘Coffee, cured’ for the words
and figures in column 3 the fol-
lowing words and figures shall
be substituted:

‘Rs. 40 per quintal’

(b) in sub-items Nos. (1) and
(2) of item No. 3 under ‘Tea’
for the words and figures in
column 3, the following words
and figures shall be substitut-

Finance Bill, 1968, NAY 5 1965
[Mr. Deputy-Speaker]

ed:—

(1) 50 Paise per kilogram

(2) 30 Paise per kilogram
plus the duty for the time
being leviable under sub-item
(1) of this item if not already

paid.

(c) in item No, 7 under
‘kerosene’ for the words and
figures in colump 3, the. follow-
ing words and figures shall be

substituted: —

Division No. 20]
Alvares, Shri
Bbas), Shyl P, H,

B¢rwy, Shrj Onkar La),
Dandekey, Shyi N,

Rakkar, Shri Gauri, Shankar.

Kamath, Shri Harj’ Vllhn\l
Kar, Shri Prabhat
Krishnapal Singh, Shri

Alva, Shri A. S.

Aney, Dr. M. S.
Arunachalam, Shri

azad, Shri Bhagwat Jha
satunath Singh, Shri
Bajaj, Shri Kamaloayan
Harkataki, Shrimati Renuke
Basapra, Shri

AYES
Masani, Shri M. R,
Mpuriys, Rin, Shri
Misp, Dr. K.
Mukeries, Shrj H. N.
Nair, Shri N. Sreckantan
Nair, Shri Vasudevan
Nath Pai, Shri
Pattnayak, Shri Kishen

NOES

Birendra Bahadur Singh, Shri

Chandsk, Shri

Chaudhury, Shri Chandramani Lal

Chavan, Shri D. R.
Chnni Lal, Shri
Dafle, Shri

Daljit Singh, Shri
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‘Bs. 176 per kilo litre at 15
degrees of centigrade thermo-~
meter’.

(d) in sub-item I and II of
item 15 under ‘Soap’ for the-
words and figures in column &
the following shall be substitut--
ed: —

‘I. (i) Soap, household and
laundry—Rs. 8 per quintal.

(ii) Other sorts—Rs, 20
per quintal.

II. (i) Plain bars of not less.
than 454 grams in weight—
Rs, 7 per quintal.

(ii) Other sorts—Rs, &
per quintal.’

(e) in item No. 38 under
‘Matches’ for the words aund
figures in column 3 the follow-

ing shall be substituted:—

‘). Paisp for every 1000
matches or fraction thereof.’™

Lok, Sabha divided:
11639 hes.
Ram Singh, Shri
Ranga,  Shri
Roddy, Shri Nagsaimha
Sen, Dr. Repen
Shinkre, Shri
Singh, Shri J. B.

Singhe Shel, Y. -
Swamy, Shn Siyamurthh

Dhuleshwar Meena, Shri
Dorai, Shri Kasinatha
Dubey, Shri R. G.
Dwivedi, Shri M. L.
Bring, Shri D,

Ganapati Ram, Shri
Gupta, Shri Badshah
Hajarnavis, Shri

*Moved with the recommendatian of the President.
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‘Hanada, Shri Snbodh
Hagq, Shri M. M.
Harvani, Shri Anear
Hazarika, Shri J. N.
Hem Raj, Shri
Himatsingka, Shri
Jadhav, Shri M. L.
Jadhav, Shri Tulshidas
‘$amunadevi, Shrimmti
Jyotishi, Shri J. P.
Kadadj, Shri
Kederts, Shri C M.
Khanna, Shri P. K.
Kindar, Lal Shri
Kishan Vir, Shri
Xotoki, Shri Liladhar
Kripa Shankar, Shri
Krishnamachari Shri T. T.
Kuree!, Shri B. N.
Lahtan Chaudhry, Shri
Lakshmikanthamma, Shrimati
Lalit Sen, Shri
Laskar, Shri N. R.
Laxmi Bai, Shrimati
Lonikar, Shri
Mahadeo Prasad, Shri
Mahishi, Dr. Sarojini
Malaviya, Shri K. D.
Maniyangadan, Shri
Marandi, Shri

Maruttijah, Shri

Mathiur, Shei Harish Chan ira
Mehrotra, Shri Braj Biharl

Mishra, Shri Bibhuti
Morarka, Shri

More, Shri K. L.
Muthiah, Shri

Naik, Shri D. J.
Niranjan Lal, Shri
Pandey, ShriR. 8,
Patel, Shri P. R.
Patel, Shri Rajeshwar
Patil, Shri S. B.
Patil, Shri Vasantrao
Pratap Singh, Shri

Raghunath Singh, Shri

Raghuramaiah, Shri
Raja, Shri C. R,
Rajdeo, Singh, Shri
Ram Swarup, Shri

Ramaswamy, Shti V. K.

Rampure, Shri M.
Rane, Shri

Ranga Rao, Shri
Rao, Shri Ramapathi
Rao Shri Rameshwar

Reddy, Shrimati Yashoda

Roy, Shri Bishwanath

Sahu, Shri Rameshwar

Saigal, Shri A. S.

Mr. Deputy-Speaker: The result of
the division is: Ayes 24; Noes 115.

The amendment was negatived.
Mr. Deputy-Speaker: The question

is:

“That clause 82 stand part of the

Bill.”

The motion was adopted.
Clause 82 was added to the Bill.
Clause 83 was then added to the Bill.
The First Schedule

Mr. Deputy-Speaker:

There are

several amendments by the Govern.

ment.

Shri M. R, Masani: Can we not

divide it?

It is a very big schedule.

Mr. Deputy-Speaker: We shall have
discussion on the whole lot.
Shri T, T. Krishnamachari: I beg to

move*:

(i) Page 65, line 16, for “in the

case of”, substitute.
“where such person is".

)

Samanta, Shri §. C.

Sanji Ruopjl, Shri

Saraf, Shri Sham Lal

Sharma, Shri A. P.

Sharma, Shri K. C.

Shastri, Shri Ramanand

Sheo Naraln, Shri

Shinde, Shri

Shukla, Shri Vidya Charaa

Shyam Kumari Devi, Shrimatl

Siddananjappa, Shri

Siddiah, Shri

Singh, Shri D. N.

Singha, Shri G, K

Sinha, Shri Satya Narayan

Sinhasan Singh, Shri

Subabraman, Shri

Subramanyam, Shri T.

‘Tantia, Shri Rameshwar

‘Thengal, Shri Nallakoys

Tiwary, Shri D. N.

Tiwary, Shri K. N,

Tiwary, Shri R. S.

Tulu Ram, Shri

Upadhyays, Shri Shiva Dute

Vaishya, Shri M. B,

Verma, Shri Ravindrs

Vecrabarappa, Shri

Virbhadra Singh, Shri

Yadab, Sbri N. P,

Yadav, Shri Rarn Harkh
(ii) Page 66, line 10, after “Gove

vernment”, insert—

“or income received in respect
of units from the Unit Trust of
India under the Unit Trust of
India Act, 1963 (52 of 1963),”
(72)

(iii) page 68, line 28, after “Gov-
vernment”, insert—

“and income received in respect
of units from the Unit Trust of
India under the Unit Trust

India Act, 1963 (52 of 1968),”.
(73)
(iv) page 67, after line 79,
{nsert—

“Provided that—
(i) no income-tax shall be
payable on g total income not

exceeding Rs. 3,000; and

(ii) where the total income §s
twenty thousand rupees or less.
the income-tax payable shall
not exceed forty per cent, of
the amount by which the total
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income exceeds Rs.
(74)

(v) Page 77, for line 30, substi-
tute,

“(8) Machine tools and preci-
sion tools (including their attach-
ments and accessories, cutting
tools and”. (75)

(vi) Page 77, for line 32, substi-
tute.

3,000.".

“(9) Tractors, earth-moving
machinery and agricultural imple-
ments. (76)

(10) Motor trucks and buses.”
(vii) Page 77, line 83, for “(10)”,
substitute “(11)”. (77)
(viii) Page 77, line 85, for “(11)",
substitute “(12)". (78)
(ix) Page 178, line 1, for “(12)”
substitute “(13)”. (79).
(x) Page 78, after line 7, inserts
“(14) Soda ash.
(15) Pesticides.” (80)
(xi) Page 78, line 8, for *“(13)”,
substitute “(16)". (81)
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(xii) Page 78, line 9, for “(14)”
substitute “(17)". (82)

(xiii) Page 78, line 10, for “(15)",
substitute “(18)”. (83)

(xiv) Page 78, line 15, for “(16)",
substitute “(19)”. (84)

(xv) Page 78, for line 18, substi~
tute.
*(20) Ships.
(21) Automobile ancillaries,
(22) Seamless tubes,
(23) Gears.
(24) Ball, roller and tapered
bearings.”. (85)
(xvi) Page 78, line 19, for “(18)”,
substitute “(25)". (86)

(xvii) Page 78, after line 25,
insert.
“(26) Cotton seed oil.”. (87)
Shri M. R. Masani: T beg to move®:
(i) Page 64,—
for lines 12 to 38, substitute-—

“Rates of income-tax

(1) where the total income does not exceed Rs. 6,cco. . Nil.

(2) Where the total inceme exceeds Rs, 6,000 but dces 5 per cent of the amcent by

not exceed Rs. 10,000.

which the total inccme exceed's
Rs. 6,000.

(3) where the tctal income cxceeds Rs. 10,000 but dees  Rs. 200 plus 10 per cent «f the

not exceed Rs. 20,000,

amount by which the wetal in-
¢ me exceeds Rs. 10,000,

(4) where the ttal income exceeds Rs. 20,000 but dees  Rs. 1,200 plus 20 per cent of the

not exceed Rs. 30,000,

amount by which the total
inceme exceeds Rs, 20,0c0.

(5) where the total income exceeds Rs. 30,000 but dces  Rs. 3,2¢0 plus 30 per cent of the

not exceed Rs. 50,000,

amount by which the tetal
inceme exceeds Rs. 30,000,

(6) where the tctal income exceeds Rs. 50,000 but does  Rs. 92,00 plus 40 per cent of the

not exceed Rs. 70,600.

(7) where the total income exceeds Rs. 70,000.

amount by which the total in-
come cxceeds Rs. 50,¢00.

Rs. 17,200 plus 45 per cent of the
amount by which the total in-
ccme exceeds Rs. 70,000.”" (106)

*Moved with the recommendation of the President.
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(4) Page 63—

omit lines 8 to 15. (107)
(iii) Page 67,—

omit lines 30 to 86. (118)
(iv) pages 67 ang 68—

omit lines 37 to 41, and 1 to 19
respectively. (114)

(v) Page 68—
omit lines 24 to 27. (115)
(vi) Page 68—
omit lines 28 to 83. (116).
(vil) Page 68, ling 30,—
for “80 per cent.” substitute—
“60 per cent.” (117).

(vili) Pages 72 and 73—

omit lines 17 tp 48, and 1 to &
respectively. (118).

(ix) Pages 78 and 74—

omit lines 29 to 40, and 1 te
16 respectively. (119).
Shri N. Dandeker: I beg to move*:

(i) Page 65, line 5,—

for “Rs.  6,00”
“Rs. 8,000 (173).

substitute

(ii) Page 65, ling 15—

for ‘“Rs. 3,000”
“Rs. 5000" (174).

substitute

(ili) Page 653, line 20,—

for “Rs. 100” substitute “Rs.
150"  (175).
(iv) Page 65, line 21,—

for “Rs. 175" substitute “Ra.
200" (176).
(v) Page 65, line 25—

for “Rs. 195" substitute ‘Rs.
225" (177).

(vi) Page 63, line 30,—

for “Rs. 215"  substitute “Rs.
250" (178).

(vii) Pages 66 and 67—

omit lines 1 to 39 ang 1 to 7
respectively. (179).

(viii) Page 67,—
omit lines 30 to $6. (180).
(ix) Pages 67 and 68—

omit lines 37 to 41 and 1 to 19
respectively. (181).

(x) Page 68—
omit lines 24 to 27. (182).
(xi) Page 68, line 39,—

for “80 per cent.” substitute— ..
60 per cent.” (188).

(xii) Page 71, line 22—

after “an Indian concern” in~-
sert—

“or from the Central Gov-
ernment or a State Govern-
ment or a local authority”.
(184).

(xiii) Page 71, line 25—
after “the Indian concern” in-
sert—

“or from the Central Gov-
ernment or a State Govern-
ment or a local authority”.
(185).

(xiv) Page 71, lines 43 and 44,—
for “after the 29th day of Feb-
ruary, 1964", substitute—

“or with the Central Gov-
ernment or a State Govern-
ment or a local authority”
(188),

(xv) Pages 72 and 73,—

omit lines 17 to 48 and 1 to &
respectively. (187).

*Moved with the recommendation of tha President.
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(xvi) Page 73, line —

omit “Sub-clauses (a), (b) and
(c) of" (188).
(xvii) Page 73, line 8—

omit “in that order” (189).
(xviii) Pages 78 and 74,—

omit lines 29 to 40 and 1 to 16
respectively. (190).
Shri Sham Lal Saraf*:

to move:

(1) Page 67—

for lines 12 to 29, substitute—
“(1) on income up to
Rs. 10,000—Nil.

(2) on income over Rs. 10,000
and upto Rs. 12,500—20 per
cent of the income.

(3) where the total income
exceeds Rs. 25,000—40 per
cent of such income. (88).

() Page 67—

Sir, 1 beg

for lines 40 and 41 substitute—

“(1) where a firm consists of
two partners and the total
income does not exceed
Rs. 20,000—Nil.

(2) where a firm consisty of
three partners and the
total income does not ex-
ceed Rs. 30,000—Nil.

(3) where a firm consistg of
four or more partners ahd
the total income does not
exceed Rs. 40,000—Nil (90).

Shri Prabhat Kar: I beg to move®*:
Page 67,—
for lines 12 to 29, substitute—
“(1) on income upto Rs. 10,000—

Nil.

(2) on in~ome over Rs. 10,000
and upto Rs. 15,000—13
per cent.
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(3) on income over Rs. 15,000
and upto Rs. 25,000—25 per
cent.

(4) on income over Rs. 25,000
and upto Rs. 40,000—35 per
cent.

(5) on income over Rs. 40,000—
45 per cent.” (150).

Shrl D. P. Naik (Pachmahals): Sir,
I beg to move:*

(i) Page 67,—

omit lines 12 to 19 (109).
(ii) Page 67—

for lines 20 to 22, substitute—

“(4) where the total income
exceeds Rs. 15,000 but does
not exceed Rs, 25000—15
per cent” (110).

(iil) Page 67—
for lines 23 to 25, substitute—

(5) where the total income ex-
ceeds Rg. 20,000 but does
not exceed Rs. 25,000—15
per cent.” (111).

(iv) Page 67,—
for lines 26 to 29, substitute—

““(6) where the total income ex-
ceads Rs. 25000—20 per
cent.” (112).

Shri M. R, Masani: Sir, I would
like to explain certain amendments,
out of the many I have given notice of
which are of considerable importance.
The first group of amendments I
would like to draw attention to are
amendnients 108, 107 and 108.  If
hon. Members will kindly look at
these amendments, they will find that
amendment No. 106 seeks to substi-
tute 8 new schedule for the present
rates of income-tax, which are to be
found on page 64 of the Finance Bill.

*Moved with the recommendation of the President.
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16.46 hrs.

[MR. SPEAKER in the Chair}

It will be found that at present
the Finance Bill has set out on page
64 an exemption limit and then has
certain rates of taxes laid out against
each slab. If hon. Members will turn
to amendment No. 106 moved by me,
they will find that 1 have excluded
from income tax altogether those
whose total income does not exceed
Rs. 6,000. This morning in the course
of the discussion, the hon. Member,
Shri Prabhat Kar, said that he for
one would welcome an exemption
limit of Rs. 10,000, that anyone who
earns only Rs. 10,000 should not be ask-
ed to pay income-tax at all. I sympa-
thise with him, that an income of
Rs. 10,000 today should not bear any
income-tax at all. But I do not want
to go so far. I am making a modest
proposition.

Shri Sham Lal Saraf: I have sug-
gested a limit of Rs. 10,000.

Shri M. R. Masani: I will vote for
your amendment if you will vote
for mine. I would welcome a slab
of Rs. 10,000 being exempted. If this
House is so inclined, I will certainly
go along with it. I am only suggest-
ing an exemption limit of Rs. 6,000.
Beyond Rs. 6,000, the rates that 1
suggest are more reasonable and
seasonable than these in the Govern-
ment table. Let us take just two
slabs of people who have modest
incomes. Let us take the Govern-
ment's category, where the total
income exceeds Rs. 5,000 but does not
exceed Rs. 10,000. There, Sir, bet-
ween Rs. 5000 and Rs. 10,000, the
Government want a tax of Rs. 250

plus 10 per cent of the amount by
which the total income exceeds
Rs. 5,000 In my schedule, the cor-

responding figure from Rs. 6,000 to
Rs. 10,000 cuts out the Rs. 250 and
only levies 5 per cent of the amount
by which the total income exceeds
Rs. 6,000. That means a saving of
at least Rs. 250 to the poor income-
tax payer. Take another slab—those

582 (Ai) LSD—I10.

who have an income of Rs. 10,000
but not exceeding Rs. 20,000. They
are very modest people, people who
do not have a four-figure monthly
salary these days. According to Gov-

ernment, they would pay Rs. 750
plus 15 per cent of the amount by
which the total income exceeds

Rs. 10,000. Under my schedule they
would pay Rs. 200 plus 10 per cent
of the amount by which the total
income exceeds Rs. 10,000. From this
it will be seen that the lower middle
class man with a fixed income today
is made to bear an altogether dispro-
portionate burden because, on the
one side, of the stupid and unscienti-
fic policies of the Government and,
on the other, because of the mass
evasion of taxes by dishonest people
with money. It is because of these
bad policies and mass evasion that
the lower middle class people are
today mulcted out of all proportion,
If my amendment is accepted. the
net result would be that t:c i. “ome-
tax payer today would pay about 50
per cent of what he was paying last
year—not 50 per cent of what the
Minister has suggested, that would pe
going, in my view, a little too far.
The incidence would come down to
half. I suggest that this is a measure
of social justice, and we owe it to our
employed classes, people from the
technical and clerical level up to the

junior executive level and junior
managerial level.
1 hope, therefore, that the House

will support this amendment on the
ground of social justice to a class of
people who, because they are honest,
because they have fixed incomes,
because they do not evade taxes, are
being mulcted out of all proportion to
their capacity.

The other amendment to which I
would like to draw attention a little
later is amendment No. 116. refers
to a clause on page 68 which
refers to the tax to be paid by
the Life Insurance Corporation
of India. On page 68, hon. Mem-
bers will see, a levy is laid of 475
per cent on the profits and gains
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from life insurance business by the
Life Insurance Corporation of India.

This may sound reasonable at first
blush, but let us consider what it
means, It means that the ordinary

man who takes out a life insurance
policy with the Government mono-
poly, for he has no choice, is made to
pay a lax. It is universally under-
stood that mutual life insurance is a
desirable thing. It is a measure of
social security in a country where
we are not able to give social secu-
rity on the Anglo-American or the
German or Japanese model. There-
fore, when a man tries to insure for
his old age or for the subsis‘ence of
his dependents against premature
death, then, where there is a mutu-
ality and where there is no profit
motive as in a mutual company,
there should be no tax.

It is true that the Life Insurance
Corporation is a State corporation.
But the real owners and beneficiaries
of that Corporation should be the
policyholders. Why  should the
policyholders be made to pay a tax
when all they are doing is to put in
their premia and wait for their
policies to mature? There is the
principle of mutuality that is very
relevant in this case, They are not
sharcholders; they are not profit-
makers. This Government calls it-
self socialist; but I claim that my
amendment is much more socialist
than anything that they have done for
many years. What I am saying s
that the policyholders should not be
taxed, If this amendment were
accepted, the policyholder will get
a bigger bonus. For the same pre-
mium he will get better value by
way of bonus and the business will
expand further. Therefore, in the
interest again of justice to the policy-
holder, whom we all wish to en-
courage, 1 suggest that this amend-
ment be accepted and the rate of tax
cut out altogether.

Shrf N. Dandeker: Sir, it is unfor-
tunate that all these amendments to

MAY 5, 1965

Finance Bill, 1965 13302

the First Schedule are going to be
taken all together instead of para-
graph by paragraph in which Part I
of the First Schedule has been con-
veniently divided in the Bill itself.
I will try, however, to group my own
amendments part by part so that it
may be clear as to what I am really
talking about and the bearing of it
upon the whole scheme.

Paragraph A of Part I of the First
Schedule is concerned with taxation
on individuals, families, associations
of persons and so on. In other words,
normal personal taxation which now
contains an amalgam of income-tax
and super-tax. Shri Masani, in his
amendment, has already proposed
certain changes in the main rate
structure that has been put down in
paragraph A at page 64. of the Bill.
I myself have no hopes of his amend-
ment being accepted. I am, therefore,
making a more modest proposal con-
cerned with the reliefs that are set
out at page 65 of the Bill, that is to
say, the three provisos—provisos (i)
(ii) and (iii).

My amendments in this regard are
Nos. 173 to 178 and quite briefly
what I am suggesting is this. If the
slab rates are to be as proposed by
Government at page 64, then the
reliefs, namely, proviso (i), the relief
of minimum income, which in the

case of a Hindu undivided family
ought not to be subject to taxation
at all, should be raised from

Rs. 6,000 to Rs. 8,000 and the mini-
mum amount, which in all other
cases ought not to be subject to taxa-
tlon at all, should be raised from
Rs. 3,000 to Rs. 5,000.

Proviso (ii) i3 concerned with
allowances of a personal nature
depending upon personal circums-
tances of each assessee. Now, for
instance, in proviso (ii), where the
allowance is Rs. 100 in the case of an
unmarried individual, T am suggest-
ing that it should be raised to Rs. 150.
As regards an allowance of Rs. 175
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in terms of tax in the case of a mar-
ried individual who has no child
wholly or mainly dependent on him,
I am suggesting that for such a mar-
ried individual, the tax relief ought
#o be Rs. 200. Further more, in the
ease of a married individual having
dependent children or in the case of
a Hindu undivided tamily having
dependents of the kind described, I
suggest that the tax relief ought to
be Rs. 225. In other cases specifled
here, my submission is that the tax
relief ought to be Rs. 250.

So much as regards the Paragraph
A of the First Schedule, Part I, in
so ar as the normal imposition of
income-tax and super-tax amalgamat-
ed now into income-tax is concerned.

I am next dealing with the prob-
lem of sur-charge on persons such as
individuals or Hindu undivided fami-
lies and the like. On p. 66, there is
a whole series of formulae for cal-
culating sur-charge on earned income
and sur-charge on unearned income,
or rather the other way about, that
is, the sur-charge on unearned

income and sur-charge on ecarned
income has been set out. My sub-
mission in amendment No. 179 is

that the whole of this from lines 1
% 39 on p. 66 and lines 1 to 7 on
p. 67 should be deleted. We have
ecome to a point at which we are
at least beginning to recognise—and
certainly Government’s own admis-
sion is that they are beginning to
recognise—that the interest on secu-
ritiecs ought not to be treated as an
unearned income and that it should
be treated as if it were earned income.
The interest of the dividend received
from the Unit Trust investment
should also be treated as an earned
income. Frankly speaking, except
of course in those specific cases,
where one can nail down inherited
unearned income, it is really quite
impossible to distinguish  between
earned income and un-earned income
tn any scientific way. If, for instance,
I am earning income today from my
past savings, from which I buy shares

" property is really
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and from those shares I get divi-
dends, by what stretch of imagina-
tion is that dividend an wunecarned
income? If my salary income is
earned income, then frankly speak-
ing, and in fact, my dividend income
if it represents income from savings,
it is really is doubly earned in the
sense that I have not only earned
the source from which the invest-
ment comes but I have refrained from
consumption, 1 have invested it and
1 am thereby contributing to better
production for the country. I am
really earning that income and there
is no reason why it should not be
treated so. Even where identifiably
the dividend or other income from
unearned in the
sense that these were inherited from
one’s ancestors, even there I see
little justification for distinguishing
between earned and unearned income
when, in fact, unearned income which
arises from the properties of various
kinds, whether it is shares or invest-
ment or house property, is subject to
wealth tax. The mement you are
taxing wealth as something to be
taxed in itself—and you are taxing
it at fairly stiff rates,—the distinctions
between the income rising from such
wealth and the income rising from
personal  exertions really should
cease. The income should be taxed
as income; the wealth should be
taxed us wealth. Wealth is assessed
to tax qua wealth; income assessed
to tax qua income. Therefore, my
amendment No. 179 is concerned with
the altogether abolition of this dis-
tinction as betwcen earned and un-
earncd income, which is unreal in
most cases and unjustifiable in others.

My next Amendment is 180, deal-
ing with the cooperative societies.
Here, I have only a small amendment
in conformity with the amendments
that T have previously moved, name-
ly, that lines 30 to 36 on p. 67 deal-
ing with surcharge should be omitted
so that there should be no surcharge
on cooperative societies.

The next amendment is alout the
registered firms. Here, I am afraid,
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my proposal is very drasticc. I am
suggesting that the whole concept of
taxation on registered firms, whether
it is taxation in the ordinary way or
taxation by way of surcharge is with-
out any justification whatsoever. A
firm is no more than a collection of
the individuals who constitute it. A
firm is not a legal entity. A firm is,
in fact, merely a collective descrip-
tion for the individuals who are in
partnership in business or profession.
In other words, it is merely half a
dozen persons jointly engaged in an
endeavour. It is not like a company
which has a separate legal entity and,
therefore, it acquires and maintains
certain special legal status, rights,
duties, obligations and so on nor is
a firm anything more than indivi-
duals who have their own individual
rights, obligations and duties. A firm
being thus merely a collective des-
cription of a number of people who
have joined together to do business
or some other activity, I think this
innovation of taxing firms which
wag introduced some years ago is
utterly unjustifiable.  There is no
reason whatever for it. I can think
of no reason, of any specific benefit
which the law confers upon a firm
as a firm to justify their separate
taxation. There is no benefit such ag
there is in the case of a local autho-
rity or there is in the case of a co-
operative society or a compauny, or
even in the case of a Hindu undivid-
ed family. All these are leeal
entities. A firm is not a legal entity.
It is merely a collective description,
I therefore, urge that these taxes on
firms, whether they be in the form
of income-tax or in the form of
surcharge, ought deflnitely to go.

17 hrs.

My next amendment is No. 182, It
is a logical consequence of what I
have been saying hitherto, namely
the abolition of surcharge, as appli-
cable to local authorities.

Then, sir, I come to the main pro-
visions relating to companies namely
paragraph F. But I would like here
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to say a few words first in regard to
Shri M. R. Masani's amendment for
non-taxation of the Life Insurance
Corporation. The debate here is not
whether it is proper that the bust-
ness of Life Insurance should have
been nationalised and whether it
should be in the public sector or
private sector or any other; the
debate here is lhis. Is it proper that
profits arising out of mutuality, that
is, profits arising out of myself trad-
ing with myself, so to speak, should
be taxed? When a hundred people
join together and trade with each
other, the principle of mutuality
comes in, because they have got to-
gether for mutual good; if they make
profits, they share the profits, and
if they make losses, they suffer. If
they make profits, they are merely
making profi's out of themselves. It
is an accepted principle of mutuality
that operates here, except where they
are making profits from outsidera
For instance, any profits which the
LIC may make (throurh its Subsi-
diary) in fire insurance business or
general insurance business or marine
insurance business are not restricted

to the policyholders; they come in
other words, from entirely outside
sources. Properly speaking, only

these profits would be taxable; and
of course, since this type of insu-
rance business is being done through
a subsidiary, the profits would be
taxcd at the hands of the subsidiary.
But so far as the LIC is concerned,
it is a corporation based on mutuality.
There are no shareholders there. It
is a body-corporate, of course, but
there are no shareholders. There
are no profit-makers, and there are
no dividends, and there is nothing
but straight-forward mutuality; and
on a thing like that there ought not
to be any question of taxability
whatsoever.

Now, Sir, coming to paragraph F
which is concerned with companies,
here; my proposal is somewhat
drastic. The House will have by
this time appreciated that 1 have
been taking a very dim view of the
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state of affairs in this
regards the present state and the
future prospects of the corporate
sector, as regards the capital market,
and as cugards that enormous sector
of activity comprising industrial pro-
duction, commercial transportation
and whole lot of other activities,
that are today carried on in India in
the corpurate sector. My proposals
in connection with the corporate sec-
tor are, therefore, somewhat drastic.
My first amendment in this regard
is amendment No. 183. Here, the
proposal is that instead of 80 per
cent, the maximum should be 60
per cent. In other words, the whole
exercise of taxing corporations, which
in the structure of the corporate tax

country as

as it is here, takes the form of a
certain rate, a ceiling rate from
which you give a  certain

rebate depending upon particular cir-
cumstances of particular cases, but on
which later you take a somersault and
say that the rebate will be reduced or
will not be given depending upon cer-
tain other circumstances of particular
caacs, is sought to be modified or
simplified by my amendment, starting
with a ceiling rate of 60 per cent in-
stead of 80 per cent. Retaining that
structure for the 'moment gas it is, be-
cause it would be a major exercise
for me, by way of an amendment to
attempt an alteration of that struc-
ture,—that obviously is a problem
which the Finance Minister has got
to tackle sooner or later,—keeping
that structure as it is, I am suggesting
that the maximum rate of tax which
is here provided at 80 per cent, should
be brought down to 60 per cent. I
may say that on making some calcula-
tions I find that one of the conse-
quenceg of this will be that the maxi-
mum net taxation that may be suffer-
ed in most cases would not exceed 50
per cent, whereas in some cases to-
day it goes as high as 70 or 74 per
cent.

Then I have certain amendments of
a technical character, Nos. 184 and 183.
They are a little technical, but T will
endeavour to explain them in simple
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terms. They are concerned with the
rebate to be given from the ceiling
rate on so much of the total income
as consists of royalties received from
an Indian concern by a foreign con-
cern in pursuance of an agreement
made by it with the Indian concern on
or after Ist April 1961, My amend-
mentg are very simple, I see no reason
why royalties received from Indian
concerng alone should be taxed at a
lower rate. I suggest that royalties
received by foreign concerns from
Central or State Governments or local
authorities, if there are any .uch
cases, should also be taxable at the
same rate as royaltics receivable by
them from commercial and industrial
concerns.

Now I come to amendment No. 136
which is, again, a technical one, and
of some importance. 1t ig concerned
with a ceiling on the taxation of tech-
nical aid fees received by foreign con-
cerns under technical air agreements
with Indian concerns. For no reason
that I can think of, except that the
concession was introduced at a parti-
cular time, a distinction has been
made between technical aid fees drawn
under agreements made prior to
February 29, 1964 and after that date.
Those who did this before February
1964 are not entitled to this conces-
sion whereas those who delayed
matters and entered into technical
collaboration agreements after 29th
February, 1964 are entitled to it. I do
not think there is any rational in
this distinction. I have therefore pro-
posed that that this not-so-.important
critical date 29th February 1964
hould be deleted. My d change
in tnat clause is that it must be
available as much in respect of tech-
nical aid agreements with companies
and so on as in respect of technical
aid agreements with the Central Gov-
ernment, the State Governments or
local authorities,

Now I come to amendment No. 187
which again, is a fairly drastiq one.
At pages 72-78, there iy a structure,
such as I have described earlier. The
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structure of the Indian corporation
tax has now become a somewhat
curious one. You impose a ceiling rate;
then you say that you get so much
relief in respect of such and such;
and then you say, no you won't get
that relief, because of such and such.
This last bit about not getting relief
is concerned with three things. I am
suggesting tnat those three things
ought to go. The first is concerned
with an ante-diluvian situation. If you
try to trace it back from one Finance
Act to another, it is just like going
in a circle, where you cannot find
your way out, a maze. That is why it
{s anti-diluvian and I think it ought
to go.

Then there is the further denial of
rebates, concerned with two other
matters. One involves taxation on the
issue of bonus shares and the other
the taxation of dividends. I have
repeatedly stated here my very firm
conviction that there is no justifica-
tion, nor any rationale, for the taxa-
tion of issues of bonus shares by
companies tnat issue them. There is a
rationale for the taxation of bonus
shares in the hands of the recipients
who receive them; for when they
sell those shares, there ig capital gain.
Of that 1 am quite clear. But I am
equally clear that a mere transfer
entry in the books of a company from
reserve account to paid up capital
account (which is all that happens
when bonus shares are issued) does
not make the slightest bit of
difference to the economy of the
company, or to the economy of the
shareholder, if he does not sell those
bonus shares or does not do any-
thing with them. Therefore, that
bonus share issue tax must go.

Secondly, Sir, as I said yesterday,
the denial of rebate, which means the
same thing as taxation at 7% per cent.
of the dividend paid by companies, is
again something that is wholly un-
justifiable, If T have a firm, I draw my
share of profits in the partnership.
But I am a shareholder in a com-
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pany and the company decides to
distribute a certain amount of
dividend, I have to pay a penalty
through company for having to get a
divided on my own investment, 1
just cannot make any sense of it.

There was a time some years back,
prior to 1959 or 1960, whnen there was

a levy called Excess Dividend
Tax. That was something that made
sense. If the Government felt that

one of the ways of controlling the
inflationary situation was to control
the dividend declared, just as you
have various other controls, if you
say that beyond a particular percent-
age there will be an Excess Dividend
Tax, there is some rationale in it.
But to say that I cannot get even one
per cent of return on my capital
investment without the company
being taxed for giving me the return
is, T submit, to talk nonsense.

Therefore, Sir, I am suggesting that
the whole of that scheme concerning
the denial of rcbates ought to be
deleted.

The other amendments are conse-
quential. I would not spend any more
time on tnem. I hope, therefore, that
the amendments to which I have
referred will have the support of the
House.

Shri Sham Lal Saraf: I have moved
two amendments, 88 and 90. Amend-
ment 88 ig with regard to income-tax
on co-operatives.

The co-operative movement has
been sponsored, supported and
welcomed by every quarter in tne

country right from the days of the
Britishers. During the days of the
Britishers, the co-operative move-
ment came into existence with all its
defects, and mainly dealt with credit.
Today we see all round the country
that the activity is so strong and so
brisk tnat, as is being said by every-
body, this movement must grow and
grow. If it grows in proper propor-
tion, it may help very much in



13311 Finance Bill, 1965 VAISAKHA 15, 1887 (SAKA) Finance Bill, 1965

achieving the social objectives envi-
saged in the Constitution.

That being so, 1 personally feel that
a tax on co-operatives on a profit of
Rs. 5,000 and above would be really
unreasonable. No doubt, our Finance
Minister has circulated a statement in
which the taxable income levels have
been raised, and a little more relief
is being given, but personally 1 feel
tnat that statement may not have a
legal sanction unless it is brought into
the Act. Therefore, these amendments,
I feel, are necessary.

In my amendment 1 have suggested
that income up to Rs. 10,000 of co-
operative societies should be exempt
from tax. Today we have consumer
co-operatives, growers’ co-operatives,
marketing co-operatives, weavers' co-
operatives and so on.  Therefore, I
feel it is incumbent upon us, upon the
Government particularly which is
wedded to socialism, which will be
the ultimate objective as far s our
country is concerned, to see thai at
least an exemption limit of Rs. 10,000
is given. Between Rs. 10,000 and
Rs. 12,500 1 have suggested that 20
per cent of the total income may be
taxed, and incomes above Rs. 25,000

may be taxable to the extent of 40
per cent of the income,
Thig is a very simple amendment

which I feel the hon. Finance Minister
has agreed to in the statement that
is already circulated. Therefore, |
need not say much about it.

With regard to the second pro-
posal, I feel a little discouraged alter
hearing Shri Masani. Perhaps my
mind has been working on people with
a smaller income and his mind with
people with a bigger income. There-
fore, an income of Rs. 10,000 may
not be much in his view. We must
take courage in our hands and dec-
lare the exemption level at Rs. 10,000,
whether it is an individual «r a firm.
1 remember even prior to the Second
World War the taxation limit was
Rs. 3.000 or Rs. 3,500. What is the
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price level and the cost of living
today and now has the standard of
living risen compared to that?
Yesterday certain quotations were
quoted here and it was shown how
from 1939, prices have risen 500 times
as far as the nccessities of life was
concerned. I will take only 400 per
cent. If we bring the level to Rs. 2500,
we will be taxing people with
Rs. 10,000 at the present time. There-
fore, my submission is that upto
Rs. 10,000 there should be exemption.

What I nave explained here about
the firms, our friend Mr. Daadeker
hag explained in a different manner.
The exemption level for a firm should
be Rs, 10.000. Where there ire two
partners in a firm, the exemption limit
should be Rs. 20,000. Where there are
three partners, Rs. 30,000. Where there
are only two partners in a firm whaich
makes a profit of Rs. 50,000, beyond
Rs. 20,000, they should pay six per
cent. If there are three partners,
beyond Rs. 30,000 they should pay a
tax of six per cent. Similarly, beyond
Rs. 40,000 if there are four partners.
Frankly speaking, after hearing
Mr. Masani I feel rather discouraged
to speak more on this subject. I would
be happy if the Government would
accept the suggestion and certainly
and sincerely I feel that it will bring
relief to tne middle-class and lower
middle-class and smaller category of
traders and small businessmen. Com-
pared to the value of moncy in the
years 1940 or 41 or 1946 and to the
present value, Rs. 6,000 would be the
most reasonable limit. That is all 1T
have to say. I have not pressed my
amendment.

Shri D. J. Naik: Sir, my amend-
ments relate to the co-operative
societies. I fully endorse what the
hon. Member Mr. Saraf nag said. Co-

operative societies are of various
kinds—forest labour co-operatives,
artisans co-operatives and weavers

cooperatives. These type of co-opera-
tives are still in the stage of
development and I do not see why
these societies should be taxed. My
amendment puts it at ten per cent



13313 Finance Bill, 1965
[Shri D. J. Naik]

between Rs. 15,000 and Rs. 20,000 and
15 per cent between Rs. 20,000 and
Rs. 25,000 and beyond Rs. 25,000, it is
25 per cent. These forest labour co-
operatives are for the poorest people.
The other sections of the people such
as the artisang societies are also of
the poorest sections of the people.
These people should not be taxed so
heavily. The forest labour co-opera-
tives earn some money but that money
15 being utilised for some welfare
activities and a part goes to the
reserve fund. These societies require a
sympathetic attitude from the Govern-
ment. Whn the Government is wedded
to socialism, co-operative movement
alone will bring in socialism. That is
my firm belief. 1 hope that my
amendments will be accepted by the
Finance Minister. The artisans’ society,
the weavers’ society and all such
societieg require very sympathetic con-
sideration by the Government. I have
nothing more to add. As Shri Saraf
has said, these societies must get
some relief and that relief should be
a substantial relief.

Shri Prabhat Kar: My amendment
{s No. 150. In respect of the first
Schedule, my main purpose is to see
how the fixed income group people
at the lowest level can get certain
relief. The persons in the fixed income
group, especially in the lower ranks
of the services, are those who are
the worst sufferers. The cost of living
is rising and tnere is no relief, and
there is no immediate possibility of
holding the price-line. Today, the
value of Rs. 100, which is generally
the monthly earnings of a pe:son in
the lowest rung of the ladder, is such,
that it cannot fetch even the mini-

mum requirements of tne lower
middle olass or the working class
family. Today, the position is such

that apart from the prices, the
housing problem, the transport prob-
lem, and the educational problem
have all combined to create a crisis
tn the life of the common man who
is at the lowest rung of tne ladder.
“They arg in the fixed income group.
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The question of dodging taxes does-
not arise so far as these persons are
concerned.

Not only that. Every incidence of
indirect taxation is on the consumer
goods and it is the persons in the
lower rungs who have to pay the
higner cost in their turn, and they
are hit by the indirect taxation, and
they are also hit by the high price
as a result of the present situation.
They require a certain relief. The
Finance Minister agrees that they
require a certain relief, but to what
extent snould it be? If we compare
the sum of Rs. 3,000 or Rs. 3,500
which was earlier the tax base with
the rise in the consumer price index,
the present Rs. 10,000 is not only
low but it will be less than Rs. 3,000
17 years ago. From that angle, it is
necessary that some relief should be

granted. Last year, the
compulsory deposit scheme was
taken away, and those who had

deposit:d below Rs. 150 were imme-
diately paid back the amount. But
that is not all. During the last year,
if we see tne movement of the price
index, you will realise that roughly a
rise of 20 to 22 pointg has taken place
during the last year. At this particular
moment, frustration is taking place in
the minds of the lower middle class
intelligentia, and it is necessary that
some help should be given and from:
that angle I have requested that the
tax base snould be raised. Today, it
is Rs. 8,000 or Rs. 3,600 or Rs. 4,200,
depending upon whether the person
remains single, or is married or has
children. So far as the persong who
have two children or more are con-
cerned, the limit should be raished.
It is imperative, in order to see that
all the people get at least tne mini-
mum, that some relief should be
given. I know it is not possible imme-
diately for the Government to
announce that they have got an
effective machinery to hold the prices.
It ig not possible, So, some relief
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granted, and from that
angle, I have moved my amendment.

should be

Wt e am Joar s,
ot wiiede = T aeT ¥ g7 e
& & gusT @wd F@r g 1 AT gy
Fard w1 ¢, A FETRfer ¥ R
qg GUT I ) g | AW AAfae
T 48 g & f o s gger 9 w9y
# faadt €1 IET WiIE " 11 T
g @A TA N @3 T oA
@ 11T AT Ry Faw
W|RET 450 T § F FT a0 4T,
o JF qF I WY A § |
o@ WY WO 9 =9 e § | ag an
€9 QAT &7 A1 A W F1 & g1
Y ST § TIX ST AT TR F | P
7 g ¥ FIC @ T 49 W
SN @ ¥ @ SsEd @ weres
Y AT W AT AG FT FHAT

W GeFTY a9 & av g 11
wrefaa) ¥ #w 7 g gy, FIT MG
fray s 9% | FH A FH 11 aY
TN @ Tfgg | WX MY oF A
& fow 200 goar W FTE QY WA A
2200 T WX IS WT HT JIET AMY
N 26400 ¥ FuT fawer AT
TS 200 ¥ ER A R gwfag
®1 6000 F HHT F fow gy WAT
g a\w ¢ 1 afew & @Y wgm v 3=
¥ foq o 79 gon gAY Tifgg | §7-
®TQ FET WA TG 6000 B 11
wrefagl & @iz @ 550 TF WiAHY
1 g3 | AT AEA F 47 T 46 TA
7| FEH i T TG AT |
WX 5000 TAT W WX Igd § &Y
250 frF® & @ T=1 4750 | W
gEar 11 wefaa § Fier oy @t
37 €9aT "1 g e # frerm
¥ & fog @t 6000 WY = Fow,
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I fragw § i dar s agw ¥
AT T@T W A R 6000 FW
fear M, 9T W Tg g T e
ST @ AR A et

Shri C. M. Kedaria (Mandvi): Mr.
Speaker, Sir, I support the amend-
ments moved by my hon. friend, Shri
D. J. Naik. I would like to submit that
the co-operative societies are .ot pro-
fit-making institutions, They aie more
or less doing a social service, The pro-
fits of co-operative societies do not go
to any individual as in the case of a
private concern or a registered com-
pany. It is used for a common good.
Therefore, in the present structure of
our socicty I would like to draw the
attention of the Finance Minister to
the point that to tax the co-operative
movement is not justifiable or reason-
able. Sir, 1 do not want to say more
on this. He has yesterday in his con-
cluding speech said that he is going
to move a Bill in this connection, 1
would request him to keep in mind
this point about the co-operative
societies, that they may be exempted
under that Bill.

Looking to the objectives of the co-
operative societies, which is to remove
'middlemen or profiteers, co-operative
societies are always to be promoted.
‘So, just to stabilise and strengthen the
co-operative societies movement at the
present juncture in the democratic
structure, I request the Finance Minis-
ter to accept our amendment. If at
this stage in the developing age the
co-operative movement has to contri-
bute something towards national deve-
lopment, our suggestion is that above
Rs. 15,000 income 10 per cent, above
Rs. 20,000 income 15 per cent and
above Rs. 25,000 income 25 per cent
tax may be levived so that the co-
operative movement will have a better
footing.

1 come from a backwward area where
I know the Adivasig would not have
dreamt of doing the business of iakas
of jungle contract. But because of the

Finance Bill, 1965 13318

co-operative movement they are doing
the jungle contract work and by that
they are not exploited by the jungle
contractors. In the present structure
the various labourers’ co-operative
societies are also levied income-tax
and this way also the Adivasis are the
sufferers. So, I urge upon the hon.
Finance Minister to exempt the co-
operative movement,

=t fera czamw (@wEge )
weAe Ageg, wEAY faw # g€
Afer w7 ot St ? 7 wEwE @

weas *ETa ;a5 & ¥ Fg qHAT
g fF % ot STy ay g e @
& o ag W & o aifE g g
IS qIE AT |
Shri Firodia (Ahmednagar): Sir, I
support the amendment of Shri Sham
Lzl Saraf which he has moved regard-
ing taxation on co-operative societies.
In 1961 when Shri Morarji Desai had
brought forward a Bill for taxing the
co-operative societies under the In-

come-tax Act, he had said that the
revenue from this sector would be
negligible. Therefore 1 always felt
that if the revenue was negligible,
why should we give trial to
such sort of taxation in  res-
pect of co-operative societies from
which the revenuc is negligible? But

lately the Finance Department is look-
ing to the co-operative sector. In that
also the authorities who tax the co-
operative sector do not really look to
the principles or the real intention of
starting—co-operative sugar factories
or other basic factories in the co-
operative sector. For instance, in my

State, the State of Maharashtra,
co-operative sugar factories were
started in 1950. They collected

sugarcane from the growers, paid a

good rate to the sugarcane
cultivators and made sugar ou’
of that. After about ten years the

Income-tax Officer taxed them in such
a manner that they have got to take a
refund from those people who had
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supplied the sugarcane, The Income-
tax Officer had taken the sugarcane
rate, which was the lowast or 1mini-
mum rate fixed by the Government,
as the maximum rate and whatever
extra was paid by the sugar factory
was taken as disallowable and was
taxed. If taxation is to be levied on
co-operative institutions, you must
keep the co-operative orinciple before
you and it must not be ‘aken sepa-
rately. So, I should support the de-
mand that we should not try to tax
very much the co-operative sugar
factories and for small iactories
we should not have any taxation
at all because then they have got
to keep good accountants, employ
inceme-tax experts, fil] all gsorts of
forms, which they cannot do with the
little resources at their disposal. So,
the exemption limit which the Fin-
ance Minister has given as Rs. 3,000
should be incrcased at  least to
Rs. 10,000 and the other limits may
remain stationary, as they are.

o e g (TiRE)
Heqet WEIe, §9 AR ¥ WEAT g4
I Y wueAT @ § 3g A & Ao
w31 § W # o g § 5 wm-
Wea 92T F 39T 9 A T4 T |
¥ gaw ¥ g wman fw gg Feg-
Wea §aeT & o 9w o § FAr
gifae T 2 ? UF A% & W9 A
T 23w # qrafasy Y arfet g
#r ¢ A a1 @ A afexr FieR)-
A & orfefEw 46 # @ fem
Ul

“The State shall promoted

with special care the educational
and economic interests of the
weaker sections of the people and
in particular, of the Schedule
Castes and the Scheduled Tribes
and shall protect them from
social injustice and all forms of
exploitation.”

dar wREIE & ¥gA & A%
s @ 15,000 ¥ N forg FarEy
A FATE YT o1 I F FL AL A
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drg A T i N @ § A
A ¥ orfe aF T § 1 3y @ wowe
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BT FTTAHTL, ATH T :q9q 9378 T
wq wag ¥ faw T 9T qrer &
@1 F@& WOEREH a9 § OR
AT A FAT AFT AT Fmqfea
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ATt @ @ 6 A0 qHw § A8 wrar
fe gorTe oAt @nafasy & grfesd
¥y F qren ! gafae d
Fg1 § & 99 & 9T 2o Ag) @
=ifgw

% AN &7 d|r qatw @ v oag
AT Y N FFAY oAt § g
aga gt faear & Afew ag 9w
it WY TR BN W g A e
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t e & A WY feew fem g,
At R A R for w0 F A qa wE
W F AR AW AT § AR
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14 a=aftgra w1za]
# ¥ ot gtz el gu fedide & s
ATR F TP AZ I | wEAQ
UEAWEN &9 a9 Y § F g
W 9 gATTET X AR sty
N faar W Sidfer fedta & a7
N A ehegad fadw 9q
& IR A 7 f «rr arfew
& s w3t g fr oweAw fafaes
A AT FY EFC FG )
Mr. Speaker:
ter.

The Finance Minis-

o R ANAT Mg an () :
werg wged, W faw fagas w
e wga N T wWifs aga @
it w1 o Y wr 2 ?

weasr FEET 0 gH 3 Gae e
g R fF o g/ aw F@ §F fag
AT AT HY 54T 92 qY g AT §3 X
W AT & R |

WMo TW ANTT Wit : a7 &F
g wfaT aw I«

Shri T. T. Krishnamachari: Sir, I
will take up this question of co-ope-
rative societies. I knew that there
was a little misapprehension in the
minds of some hon. Members and I
circulated a note about the taxation
of co-operative societies.

There is a feeling that the coope-
rative societies having a business in-
come of less than Rs. 15,000 are liable
to tax. Two amendments have been
moved suggesting that tax on the
business income below Rs. 15,000
should be at the nil rate in respect
of co-operative societies. In respect ot
cooperative society which has a busi-
ness income of Rs. 15,000 the income
from the property is Rs. 3,000, the
income from the interest on secu-
rities is Rs. 2000 and the total income
would b2 Rs. 20,000. Both the in-
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come from the interest on securities
and the income from the property
will be totally exempt from {ax.
Such societies will not pay any tax.
Normally speaking, therefore, the
small cooperative societies are to-
tally exempt from tax and even big-
ger societies engaged in a particular
industry mentioned here are exempt
from tax. There are certain indus-
tries which have been outlined here.
It would appear, in view of this, tha.
no revision of this is necessary. My
hon. friend, Mr. Saraf, had proposea
an amendment. In fact, if T accept
that amendment, the societies will be
taxed a little more, that is, those
who have got an income between
Rs. 10,000 and Rs. 25,000 will be
taxed a little more because, at the
present moment, the slap is lower
than what he had envisaged.

A question was raised about sugar
factories. Sugar factories are taxed
at the lower schedule of rates, that
is, at 41 per cent as against other
types of factories which are taxed at
a higher rate. But I can tell hon,
Members that if there are individual
cases where there are any difficulties,
then we have a whole lot of exemp-
tion for co-operative societies work-
ing in various areas. For instance, a
society engaged in the following can
get some exemption; the entire profits
if a society cessing on the following
business is exempt from tax, namely
the business of banking or providing
credit facilities, cottage industry,
marketing of agricultural produce
purchuase of agricultural impiemecats,
seeds live stock and other
articles engaged in processing with-
out the aid of power, primary socicties
engaged in supply of milk raised by
members to a foderal milk society;
then we have interest on dividends
derived from its investments in any
other co-operative society, and then
income derived from letting of god-
owns, warehouses or storage facilities.
Then, we have this provision in the
case of a society which is not a hous-
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ing society or an urban consumer
society or society carrying on trans-
port business, if its tota] income does
not exceed Rs. 20,000. These are all
exempt. I therefore, feel that co-
.-operalive socicties will have some ex-
emptions, unless it be that the bigger
societies like co-operative sugar tac-
tories should be totally exempt, as
was the please that some hon, Mem-
bers had actually made; but if it is a
question of some of the societies hav-
ing for some reason or the other any
difficuity, I am quite prepared to sit
with hon. Members and discuss this
matter.

Then, the question was raised in re-
gard to taxation of registered firms.
1 quite agree because of the fact that
partners of registered firms get in
their personal assessments a “ebate of
tax on the proportionate oart of the
income tax paid by the registered tirm,
it does seem to be meaningless. But
it is not asif as some hon. Members
have imagined, that the registered
firms pay and there is an end of it,
the partners get back a rebate. Per-
haps, the better thing will be a lower
rate of tax on registered firms and no
refund to partners. The matter can
be cxamined, but it is not a fact that
the registered firms mean a burden
on the partners; the partners get
back some amount; of course, it
means a lot of accountirg, and it
may be that that could be avoided
by my hon. frend Shri Sham Lal
Saraf’s proposition, namely some
sort of graded rate of taxation accord-
ing to the number of partners that
there should be. It may be that the
matter might be considered by hav-
ing a smaller tax whih will not be
refunded, so that the question of
association of persons who have re-
ally no particular lega! entity, as
my hon. frnend Shri N. Dandeker
mentioned could be dealt with in this
way. At the moment, the tax I3
there, and though there are a number
of formalities in  getting  refund,
nevertheless, the refund is given.

A point was raised by two hon.
Members opposite about the LIC be-
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ing taxed. As hon. Members
know very well, and as some hon.

Members may not know, the LIC is
being taxed on the valuation of their
property and the surplus that is
determined by an actuarail report;
the surplus is treated as a profit, and
on the evaluation of the profit, on the
surplus, 47:5 per cent is the tax. I
do not think that it is a tax on re-
gular income. But it is a tax on the
appreciation of the property which
they have.

Shri N. Dandeker: No.

Shri T. T. Krishnamachari: There
may be an appreciation or there may

not be an  appreciation. Sometimes
the valuation would be such that
there may not be much of a sur-

plus. .

Shri N. Dandeker: It is not a tax
on property but it is a tax on the
valuation surplus.

Shri T. T. Krishnamachari: Jt is a
tax on the valuation of the asse:s. It
may be that there is an appreciation
or it may be that their assets have
to be depreciated in which case they
get the benefit of it. So, I do not
think that there is any case made out
for exempting the LIC from taxation

Shri M. R, Masani: Shame

Shri T. T. Krishnamachari: Then, 1
come to the general question about
rates of tax on companies and indivi-
duals. I have {ried in this Finance
Bill to streamline personal taxation,
as I said yesterday, and reduce it sub-
stantial'y. Of course, after my hav-
ing reduced it substantially, naturally,
some surcharges are inevitable. So,
we have a surcharge of 5 per ccnt on
income over Rs. 1 lakhs, 10 per cent
on incomes over Rs. 2 lakhs and 1§
per cent on incomes over Rs. 3 lakhs.
Theh hon. Member wants it to be
taken away I am afraid I am not in a
position to agree.

S‘milarly the question of disfinction
between earned and  unearned in-
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come, I did speak about it yesterday.
There is a very definite  distinction
belwcen the two. Also in the case of
unearned income, we have raised the
rate upto 15,000. Anybody who has
an unearned income upto Rs. 15,000
only will not be charged. Therefore,
the rate operates above Rs. 15,000. I
do not think it is unreasonable.

So far as taxation of the lower in-
come groups are concerned, the point
hon. Members should recognise 1is
that the tax operates only above
Rs. 4300, in the case of a person with
wife and two minor children. That
is to say, if he has got Rs. 5,000 and
his tax is Rs. 250, he can deduct
Rs. 215 straightway and he pays only
Rs. 25 on Rs. 5,000, I do not think
it is something which is so bad.

Then on the higher income groups,
we have this rebate for purpose of
insurance and various other things.

Altogether, I think we have made
a beginning in trying to lower the
burden on the lower income groups.
May be some more fringe benefits
can be given. We have to consider
about it. As I said earlier, there may
be a pension fund for people working
for themselves, may be something in
regard to housing. These fringe bene-
fits for the lower income groups and
the lower middle class groups would
have to be considered. But they can-
not be done all at one. This year, I
have given away in respect of direct
taxes something of the order of more
than Rs. 25 crores. I cannot do any-
thing more.

So far as
are concerned,

corporate taxes
somebody said
it was only Rs. 8 crores or Rs. 6
crores being given. No. As g matter
of fact, the benefit in regard to cor-
porate taxes, in one way or another,
without the concessions in regard to
increased production, of which we
have not evaluated the figure, is of
the order of about Rs. 16 crores. Tt
s not possible for me to go further.

Of course, two points were men-
tioned by Shri Dandeker. One
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is taxation on bonus issues. He says
there is no difference if a person has
a reserve and that person transfers
it to capital. It is not s0. Once you
transfer it to capital, it earns divi-
dend. Secondly, sometimes this
money which is transferred in the
case of some persons is able to escape
taxation. That is why I had agreed
that if anybody pays a capital gains
tax on bonus issue, from that tax for
the purpose of bonus issue in the case
of the company would be refunded.

So far as dividend tax is concerned,
the whole idea of giving concessions
in corporate taxes is to see that  they
plough back money for pur-
poses of development. Once a
dividend is given in the case
of a public company, money is
taken away and given as dividend.
Thercfore, where is a check on giv-
ing dividend is something which is
correlated to the concession that
we are giving for purposes of capital
formation by means of rebate in taxes.
T personally think, and many other
people seem to think, that it is logi-
cal.

It may be that there is a difference
of opinion. People who are interest-
ed in business and industry may have
a difference of opinion. I do not
think there is anything wrong in it.
But since one has to follow the other.
If we are giving concessions in cor-
porate taxation to enable people to
plough back money so that the assets
of the company would increase, there
must be some check on the amounts
being distributed by way of dividend.

I therefore regret I am not able to
accept the somewhat complicated
suggestions made bv two hon. Mem-
bers opposite in regard to re-grading
both personal and corporate taxation.

Mr. Speaker: I shall now put Gov-
ernment amendments Nos. 71 to 87
both inclusive.

The question is:
(i) Page 65. line 16, for “in the case

of”, substitute

“where such person is”. (T
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(i) Page 66, line 10, after “Gov-
ernment’, insert—

“or income received in respect
of units from the Unit Trust of
India under the Unit Trust of
India Act, 1963 (52 of 1963).” (72)

(iii) Page 66, line 28, after “Gov-
ernment”, insert—

“and income recelved in respect
of units from the Unit Trust of
India under the Unit Trust of
India Act, 1963 (52 of 1963),”. (73)

(iv) Page 617, after line 29, insert—
“Provided that—

(1) no income-tax shall be pay-
able on a total income not
exceeding Rs. 3,000; and

(ify where the total income is
twenty thousand rupees or
less, the income-tax payable
shall not exceed forty per
cent of the amount by which
the total income exceeds
Rs. 3,000.”. (74)

(v) Page 77, for line 80, substitute

“(8) Machine tools and preci-

- sion tools (including their attach-
ments) and accessories, cutting
tools and”. (75)

(vi) Page 77, for line 32, substitute
“(9) Tractors, earth-moving

machinery and agricultural im-
plements.

(10) Motor trucks
(76)
(vii) Page 177, line 33,
Substitute “(11)”. (M)
(viii) Page 71, line 35, for
substitute “(12)". (78).
(ix) Page 78, line 1, for “(12)",
substitute “(13)". (79)
(x) Page 78, after line 7, insert
“(14) Soda ash.
(18) Pesticides.” (80)

(xd) Page 78, line 8,
substitute “(16)”. (81).

and buses.”

for “(10)”,

“«(iy”,

for “(13)",
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(xii) Page 78, line 9, for “(14)",
substitute “(17)”. (82)

(xiii) Page 78, line 10, for  “(15)",
substitute “(18)". (83)

(xiv) Page 78, line 15, for “(18)"”,

substitute “(19)”. (84)
(xv) Page 178, for line 18, substitute
*“(20) Ships.
(21) Automobile ancillaries.
(22) Seamless tubes.
(23) Gears.

(24) Ball, roller
bearings.”. (85)

and tapered

(xvi) Page 78, line 18, for “(18)",
Substitute *(25)", (86)

(xvii) Page 178, after line 25, insert
“(26) Cotton seed oil”. (87)

The Motion was adopted.

I put all the other
amendments to the First Schedule.
Amendments Nos. 180, 181, 182, 183,
187 and 190 are same as amendments

Mr. Speaker:

Nos. 113, 114, 115, 117, 118 and 119
respectively.

Amendments Nos. 88, 90,
106, 107, 109 to 119, 150 and 173 to
179 and 184 to 189 were put and
negatived.

Mr. Speaker: The question is:

“That the First Schedule,
amended stand part of the Bill”

The motion was adopted.

The First Schedule as amended was
added to the Bill.

Mr. Speaker: The question is:

“That the Second schedule stand
part of the Bill.”

The motion was adopted.

The Second Schedule was a¥ded to-
the Bill.
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Mr. Speaker: The question is:
“That the Third Schedule stand
part of the Bill.”

The motion was adopted.

"The Third Schedule was added to the
Bill.

Mr. Speaker: The question is:

“That Clause 1, the Enacting
Formula and the Titlte stand part
-of the Bill.”

The motion was adopted.

Clause 1, the Enacting Formula and
‘the Title were added to the Bill.

Shri T. T. Krishnamachari: I beg to
move:

“That the Bill, as amended, be
passged.”

Mr. Speaker: Motion made:

“That the Bill as amended, be
passed.”

Shri Ranga: I rise here to express
our total opposition to tnis Finance
Bill and the whole policy of the Gov-
ernment behing this Bill.

This Government has not only been
imposing all this taxation, but also
the burden of public debts on our
people. The public debat has risen
so high that the interest alone has
gone up from Rs. 82 crores in 1954 to
Rs. 351 crores in 1064 that is in ten
years. That comes to nearly Rs. 9 per
capitg in our country. This is a burden
which they have imposed in such an
adroit manner and they continue to
impose higher burdeng in this way
and in order to make up this interest
payment, they are obliged from time
to time to go on increasing the tax
burden.

We have taken objection, on this
occasion especially, to the failure of
the Government to abolish the excise
«duty on kerosene, matches, tea,
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coffee and soap, and the other excise
duties also. We have made very
reasonable proposals in regard to
these five excise duties in particular,
but even these proposals did not find
favour witn the Government.

We have also suggested that the
exemption limit for income-tax should
be raised to Rs. 6,000. It is not as
high as it may appear in view of the
fact that all over India the working
classes, through their organised
unions, have been demanding that all
those people who get a monthly
income of Rs. 500 and less ought to
be treated as wage-earners. We are
only asking that these wage-earners
and others employed in various
offices, getting only as much as Rs. 500,
should be exempt from income-tax.
Even this reasonable proposal has
been negatived by the Government,
and with scant courtesy too.

The Government claims to be
socialistic and says that we are not.
We have always been contesting it. It
is not really socialistic, it is only
Statist. It wants more and more
power for itself and for its corpora-
tions, and in that way to increase tne
power of the civil servant and of its
bureaucracy, and not work for the
welfare of the masses, whereas people
like me have always stood for what is
known in this country anyhow, as
Gandhian socialism. But because these
people have monopolised tnis word of
socialism and put into it wrong
meanings, we have simply said tnat
we are not going to stand for socialism
and we are opposed to it tooth and
nail.

This Government claims to be
socialistic and it hag raised these tax
burdens 4} times in the last ten
years, and more than four times our
interest charges on loans. So, it is
pursuing the improvident policy of one
who is not ashamed of becoming a
bankrupt. When my hon, friend
Mr. Masani has charged the Finance
Minister of helping the country to
become more and more bankrupt, he
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took exception to it. What else is
happening in this country? Coming to
the ordinary people themselves, the
burden of excise duties has been
raised in the last ten years, as much
as eignt times and yet they say: we
are helping the ordinary people. If
they are doing so, it ought to be in
this way. that when the burden of
taxation and excise duties would
generally fall upon tne ordinary
masses and it had risen eight times,
their standard of living rises at least
four times, if not eight times. Has it
risen? Is it not a fact that wherever
you go, you come across millions and
millions of people who say that their
standard of living has not risen at all.
The pensioners are obliged to com-
plain; their own Central Government
employees are obliged to complain and
even the gazetted officers are obliged
to complain because the inflation tnat
has come in the wake of their plan
expenditure and taxation has been
eating into the incomes of our people,
into the public revenues; so much so
cven  the middle-class people are
being crushed down by these burdens
and they are made to feel terribly
unhappy. If that is the position in
rcegard to middle-classes, one can only
imagine what must be the real condi-
tion of the masses, the working
classes, the peasants and all the other
people who are obliged to depend
upon their own income, such as the
self-employed people.

Now, Sir, the excise duties tnat
our ordinary people are paying
amount to s crores; that covers the
whole of our expenditure on dcfence,
Rs. 748 crores, leaving an excess of
Rs. 79 crores. That nearly covers the
total amount of money that this Gov-
ernment s spending on its own
administration, Rs. 91 crores. There-
fore, I charge this Government of
impoverishing tne ordinary masses,
the poorest of tne poor in this country.
Instead of raising their standard of
living it is bringing down their
standard of living and it is mintaining
its defence forces as well as its
administration from taxes imposed on
the slender, weakened, and debilitated
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shoulders and bones of the ordnary
masses of this country. In these
circumstances, I do not see any reason
why we should give any kind of
support to its Finance Bill and the
Budget proposals.

13332

In conclusion, I wish to say that
our Party standg nere and also in the
country as a parliamentary demo-
cratic opposition to this Government
and the ruling party behind it and
it is our bounden duty to go on
exposing its failures and lay bare its
professions of socialism and say to
ihe people again and again in this
Parliament as well as outside that this
Government is not really socialist; it
is not Gandhian; it is not the people's
Government but it is a Government
which stands only for more and more
power for itself and its services and
for wasting the resources of our
people, impoverishing the country as
well as bringing our country to the
brink of financial as well as social
ruin.

Shri H. N. Mukerjee rose—

Mr. Speaker: I am calling the Prime
Minister now to make a statement. I
will call him afterwards.

Shri Priya Gupta (Katihar): We
are to hear the surrender of Rann
of Kutch.

The

Mr. Speaker: order.

Prime Minister.

Order,

17.57 hrs.

STATEMENT RE. SiTUATION ON
KUTCH-SIND BORDER

The Prime Minister and Minister of
Atomic Energy (Shrl Lal Bahadur
Shastrl): A few days ago I had
refered to the initiative which the
British Prime Minister, Mr. Harold
Wilson, had taken to bring about a

peaceful settlement of the Kutch-
Sind boundary. The main new
development which has taken place

is that late last night we received





