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Mr. Chairman: The question is: 

"That this House concurs in 
the recommendation of RajYll 
Sabha thot the House do join in 
the Joint Committee of the House 
on the Bill to regulate the import, 
manufacture sale, transport, dis-
tribution and USe of insecticides 
with a view to prevent risk to 
human beings or vertebrate ani-
mals, Bnd for rna t ters connected 
therewith, mado in the motion 
ac:k)ptf'd by Rajya Sabba at its 
sitting held on the 26th July, 
1966, and communicated to this 
House on the 28th July, 1966, 
and resolves that the following 
30 members of Lok Sabha be 

nominated to serve on the uid 
Joint Committee. namely: 

(1) Shri Peter Alvares, (2) 
Shri K. L. Balmiki, (3) Shri 
Bibhuti Mishra, (4) Shrimati 
Zohraben Akbarbhai Chavda (5) 
Sardar Daljit Singh, (6) , Shri 
Ganpati Ram. (7) Shri Ansar 
Harv,ni, (8) Shri J. N. Hazarika, 
(9) Shri S. Kandappan, (10) Sar-
dar Kapur Singh. (11) Shri C. 
H. Mohammad Koya. (12) Shri 
P. Kunhan, (3) Shri Narendra-
Singh Mahida. (14) Shri Inder 
J. Malhotra. (15) Shri P. Maru-
thaiah. (16) Shri Shiv Charan 
Mathur. (17) f>hri K. L. More, 
(18) Shri P. K. Vasudevan Nair, 
(19) Shrimati Sahodra Bai Rai, 
(20) Chowdhary Ram Sewak. (21) 
Shri J. Ramapathi Rao. (22) Shri 
R. Surender Reddy, (23) Dr. Sisir 
Kumar Saha. (24) Shri C. Subra-
maniam. (25) Shri Surya Prasad, 
(26) Shri Mohammad Tahir, (2'7) 
Shri Dodda Thimmaiah. (28) 
Shri Vishram Prasad. (2~) Shri 
Ywlhvir Sin/!h. and (30) Dr. 
Sushila Nayar. This Hl'luse fur-
ther recommends to Rajya Sabha 
that. the said .Toint Committee be 
instructed to reDort by the 30th 
November. 1966." 

Th~ m()tiol1 1VrtS ndoptpd, 

IU9 h ..... 
m:r,HT MUNICIPAL CORPORATION 

(VALTDATION OF ELECTRICITY 
TAX) BILL 

Thp Dellnty Mlnl!rl;pr In the MlnlB-
t~v of Home Affffal.... (Shri Vldya 
Charn" Shukla): r bel! to move that 
thp Bill to validatp the imp()~ition and 
('ollpf'tion of C"prtain t~xe~ on the con-
snmntion or snIp of e1('lctriritv bv the 
Th>lhi Mllniril"'::'ll Corporation, br:- taken 
info cnnsidf'r:=ttion. 

UnnPT sprtion 150 of the Delhi 
Mllni";D.' Corporation Act, the Delbi 
M11nicipal CorporRtion Ipvie~ a tax 
on the consumption and sale of 
el£'ctricitv. There was some con-
fusion about the words "sale and 
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consumption" and then the Delhi 
Municipal Corporation Act was amend-
ed to include the word 'supplY' of 
electricity also. The procedure for 

.Ievying such taxes has been laid down 
in this section. First of all. the cor-
poration has to pass a resolution 
defining the maximum rate that could 
b. levied on electricitv. and then that 
resolution is sent to Government for 
its consideration and sanction, and 
after the Government accords its 
sanction to that resolution of the cor-
poration. the corporation can levy the 
tax on the supply of electricify within 
the areas defined and charge :that tax 
from the- consumers and suppliers, 

On the 9th February, 1959, the 
corporation passed a resolution for 
levying tax on electricity together 
with other optional taxes: while ("On-
veying its sanction, the Central Gov-
ernment made certain modifications, 
Rnd thos€' modifications WPTe accented 
hy the corporation. Those modifica-
tions were made bv the Central Gov-
ernment on the assumption that the 
power of the Government to sanction 
1he resolution implied the power to 
sanction such modifications as might 
bC" neressary. The imporhmt modifi-
C'Bl ions that Wr>rp mtJde bv thf' Central 
Government Wf're that low~r rRt~<:j 

W(,r", san"t;on( r1. ~Or ~malLscalf> indu~

tries. electro-chemical industrj('~ and 
electro-metallur~icR.l indm:tries -and 
hi !=!hf'r ratf"!I' Wf"re prescribed for sOtne 
other kind of users of electricity. Upon 
this, the validity of the leirv of thi. 
tax was challenged in the Punjab High 
Court through some writ petitions. 
The Puniab High Court dismissed 
these writ petitions. but then letters-
patent appeals were filed. "nil these 
were acoopted bv the rourt and the 
levy of thi~ tax was set aside on the 
ground that whilE" sandionin,:! the 
first resolution of the corporation. the 
Governmpnt was not empowered to 
modify or enhance the rotes. ana the 
corporation in it.s ~econd TPsofution 
could not adopt ratOll in excess of tho 
rates df'termined in the first resolution. 

In 1965. the corporation passed 
another resolution for the levy of 
enhanced rate ot tax on electricity 

and the Government sanction to this 
levy has been communicated to them. 

In order to validate the levy of the 
tax on the consumption or sale or 
electricity from 1st July, 1959 to 31st 
March, 1966, a Bill was introduced in 
tlte last se.sion of Parliament. The 
total amount involved is Rs. 3.76 
crores. I would like to tell the House 
a few salient features of thi. new 
proposal so that it could be seen that 
it is only an enabling Bill to correct 
certain mistakes that happened In the 
past. According to sub-clau.e (1) of 
clause 2 of the Bill, the resolution of 
the Delhi Municipal Corporation daterl 
the 24th June, 1959 in so far as it 
determines the rate at which the tax 
shalI be levied on the consumption 
and sale of electricity shall be deemed 
to have been passed in accordance 
with law and the rates specified In the 
said resolution shall be deemed io be 
the actual rates at which the tax 
shan be leviable with effect from 1st 
July, 1959 until such rates are altered 
in accordance with the provision~ of 
the Delhi Munioipal Corporation Act. 
Sub-clause (2) of clause 2 bars the 
r0l1rt5 f·· "'1l ('nforcing any decree or 
entertaini i~ any ~iUit. It furtber say!> 
'~at all proceoding. or things done 
hv fhe corporation in ronnecfion with 
thE" levy or collE"ction of tax !;han b~ 
deemed to be in accordance wiffi law. 
These are consequential provisions of 
the validation of the tax. This pro-
posal was placed before flie Delhi 
Advisory Committee in its m@efing on 
the 16th February, 1966 Arter some 
discussion, they also passed the Bill 
and endorsed this measure. There wa~ 
some dispute between the New Delhi 
Municipal Committee and toe Delhi 
Municipal Corporation on this acco-
unt. The opinion of the Attorney-
General was taken in this matter, and 
ultimatelv he also advised the Gov-
ernment t.hat it would hI;' bettf'T to 
clarif" the position by a suitable 
amendment of the Act. In pur~uancf" 
of that advice. this Bill has been 
introduced in Parliament. 

Sir, I move that the Bill be taken 
into consideration. 
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Mr, Chairman: Motion moved: 
"That the Bill to validate tlIe 

imposition and collection of cer-
tain taxes on the consumption or 
sale of electricity by the Delhi 
Municipal Corporation, be taken 
into consideration. u. 

Shri Narendra SiD&'b Mablda 
(Anand): This is a very surprlSmg 
Bill. When the Delhi Municipal Cor-
poration by it. resolution in 1959 
levied certain charges and then made 
a recommendation to the Central Gov-
ernment, the Central Government 
accorded their sanction, and later on 
this levy was challenged in the Pun-
jab High Court. The court held that 
in according sanction to the first reso-
lution of the corporation, Government 
had no power to modify or enhance 
the rates proposed by -the corporation 
in that resolution and that the cor-
poration in its second resolution could 
not adopt rates in excess of the rates 
determined in the first resolution. H 
the corporation could have had proper 
legal advice. they could have saved 
themselves this botheratiOn of going 
to courts of law and facing the 
challenge to their rules. The court also 
held that the liability to pay the tax 
would commence only from 1st April, 
1960. Now, this BilI proposes to vali-
date the levy of the tax by the cor-
poration On {he consumption or sale 
of electricity in . accordance with rates 
specified in the afore-said second 
resolutiOn of tile corporatiOn with 
effect from 1st July, 1959 and until 
the alteration of such rates in accord-
ance with the provisions of the Delhi 
Municipal CorporatiOn Act. Now, 
what happens from 1st July, 1959 to 
1st April, 1966, that is, for a period 
of seven years, those charges wilI be 
levied again, or will have retrospec-
tive effect. Tne hon. Minister has 
not clarified this point. I would like 
him to clarify this point and tell us 
whether the sum involved, which he 
has mentioned runs into some crores 
Of rupees, is correct or not. 

Anyway, this omission on the part 
of the corporation has been rectified 

Etx:.) Bill 
by a court of law, and we have no 
alternative but to support this Bill, 
and, theref0re, I give my support to 
it. But in future, I would request 
the municipal corporation to be more-
careful before passing such resolu-
tions. 

'l'I'iI'lIl'r ~(moft"~): 
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~ f.ruFr ~ fiI; ~ f~~~'A;"'~ 
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8bri C. K. Bbattacbarn'a (Rai· 
pnj): This Bill relates to matters 
which commenced from the 9th Feb-
ruary 1959. Substantially, the entire 
proceedings from that date up to the 
presentation of the Bill here depends 
On the interpretation put by the Cen-
tral Government on sec. 150(2) of 
the Delhi Municipal Corporation Act. 

The Delhi Municipal Corporation 
passed a resalution and the Central 
Government, in giving their sanction 
to the reoolution, interpreted that 
particular sub-section in a way which 
wa9 not accepted by the Punjab High 
Court. That led to a difficulty to re-
move which the Bill had to be 
brought in, because the Delhi Muni-
cipal Corporation hold acted on the 
interpretation put by the Central 
Government on section 150(2) Of the 
Delhi Municipal Corporation Act. 
Having acted UPOn that, the Cor-
poration found itself in a quandary 
when the Punjab High Court set 
aside the interpretation of the Gov-
.. rnment on which the Corporation 
had acted. So the Home Ministry 
had to bring in this Bill. 

What strikes me is this. Usually 
such matters are taken to the Sup... 
reme Court because it concerns the 
interpretation of a particular Act and 
the finality of the interpretation de-
pends upon what the Supreme Court 
thinks about it and the opinion that 
Court holds about the intent and 
purposes of the Act. In any case, 
this interpretation of the Punjab 
High Court was accepted and was 
Dot taken for the opinion of the SUp-
1920 (Ai) LSD--e. 

rerne Court. The Bill is based on 
the effect of that judgment of th .. 
Punjab High Court on the proceed-
ings Of the Delhi Municipal Corpora-
tion under the Government of India'. 
modification and amendment of the 
Delhi Municipal Corporation's reso-
lution. 

Essentially this Bill is practicall,y 
divided into twO parts. In one part, 
it validates what the Municipal Cor-
poration had done and does that with 
retrospective effect; in another it 
indemnifies what had been done from 
consequences to which the Corpora-
tion might be exposed before a court 
of law. 

My hon. friend, Shri Mahida, had 
asked as to what happened from the 
point the Corporation began to rea-
lise taxes under the Government of 
India's order upto to the time the 
Bill is going to be passed into law. 
I believe the Bill makes provision 
for that. Cl. 2(2) says: 

"Notwithstanding anything con-
tained in any judgment, decree 
or order of any court to the con-
trary, alI taxes on the consump-
tion Or sale of _ electricity levied 
or collected or purporting to 
have been levied or collected In 
pursuance of the resolutiOn re· 
ferred to in sub-section (1) shall, 
for all purposes, be deemed to 
be, and to have always been, 
validly levied Or collected, and 
accordingly . ... " 

Up to that extent, It is validated 
and then the indemnity comes. Thus 
the Bill will have served its purpose 
in helping the Corporation to get out 
of the difficulty in which it has been 
placed .. 

Another point that strikes me is 
this, whether in futUre it 'fill be 
necessary to have the main Act 
amended for putting this position on a 
sound basis in the Act itself, that is. 
whether the Delhi Municil,a! Corpo-
ration Act itself will have to be 
amended and the lacuna which led to 
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rShri C. K. Bhattacharyya] 
the present difficulty removed' in 8 
different way. That is what I would 
commend for the consideration of the 
Home Minister and his department. 

Sbr! Sbree Narayan Das (Dar-
bhanga): This Bill is just to give 
effect to the Resolution passed by the 
Deihl Municipal Corporation which 
was nullified by the judgment of the 
Punjab High Court. It has been said 
that the power to sanction any levy 
or tax on consumption of electricity 
has been vested in the Central Gov-
ernment. The only question was whe-
ther withln that power the Central 
(l,overnment had a right to modif" the 
proposals made by the COrpol'ation. 
It appears that the Central Govern-
ment did modifY-in the sense that it 
enhanced the rate of tax on the con-
sumption of electricity levied by the 
Corporation. 

I do not know whether this question 
has arisen for the first time. Gene-
rally there are provisions to the effect 
that the Central Government will just 
sanction the proposals made by some 
other bodies. I do not know whether 
the Central Government have got this 
question examined while considering 
the Corporation's proposal with re-
gard to the levy of a tax on the con-
sumption Of electricity. Did the Home 
Ministry consult the Law Ministry as 
to the SCOPe of this provision of sanc-
tion? Generally, the body whleh is 
empowered to levy taxes has that 
power, but for an institution like the 
Corporation, there is a provision in 
the Corporation Act saying that some 
of the proposals are to be sanctioned 
by the Central Government. I do not 
know what Jed the Government to 
enhance the levy and what persuaded 
the Government to alter the propa-
oals made by a body like the Corpora-
tion, proposals that in the ordinary 
eourse comes for the sanction of the 
/1overnment. No reasons have been 
given why a suggestion mad£, by a 
body like the Corporation with rej!ard 
to the levy of some taxes on consump-
tion of electricity in this capital was 
modifted. The reason has not been 

Ere,) Bill 

given as to what led the Government 
to enhance Or modify the rate, I sup-
port the Bill because the tax"" that 
were levied are not to be returned 
now, and if that is not rectified the 
taxes have to be returned to the con.-
sumers, but I would like to know 
because I was not present when the 
hon. l\(inister moved for the conside-
ration of Ws Bill, and I am sorry for 
that ... , 

Mr, C~: You very rarely do 
that. 

Shrl Shree Narayan Das: Thank 
you. I was here, but 1 went out only 
for five minutes. So, I would like to 
know whether the hon. Minister had 
given the reasons that led the Govern-
ment to modify the proposals made by 
the Corporation. 

In such matters, generally the Gov-
ernment should consult whether the 
word "sanetionu bas been used for the 
first time, and whether It is for the 
first time that thl. word has been 
interpreted by the High Court that 
sanction does not include modification 
or enhancement of any tax which hal 
been made by a body like the corpora-
tion, That question should have been 
examined before the Central Govern-
ment enhanced the rat"", 

With these words I support the 
measure. 

Shri Vldya Charan Shukla: Mr. 
Mahida wanted to know whether We 
Bill really validates the levy made by 
the Corporation from 1959. 5hri 
Bhattacharyya has clarified that mat-
ter to an extent, but I would like to 
clarify that a little further. It waa 
definitely possible to argue that the 
validation of the imposition aIld 001-
leetil:>n Of the tax on the sale or 
consumption of electricity by the 
Delhi Municipal Corporation, which 
the Bill seeks to effect, implies the 
Imposition by Parliament of such a 
tax with retrospective effct within 
the meaning of clause 1 (a) of article 
110 of the Constitution. Therefore, 
We obtained the recommendation ot 
the President under article 117 (1) 
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of the Constitution, and this rect>m- Shrl Vldya CharaD Shukla: Thi. 
mendation of the President was com- particular Bill Was noeed to validate 
municated to the Lok Sabha Secret- the collection of these taxes. It is • 
aria!. This will show that it really tlnanclal measure more or less. So, 
validates the collection Ilf taxes right this had to be brought separately. 
from that date. 

As I said earlier, this Bill seeks to 
rectify some of the technical mistakes 
that happened in the resolution of the 
Corporatilln and the sanction that 
was accorded to the resolution by 
the Government The reason why 
Government did not go in appeal 
against the jud'gement of the Punjab 
High Court was that the opinIOn 
given by the Attorney-General, after 
considering the entire matter, was 
that it would be best to remOVe any 
doubts about the whole thing by a 
suitable amendment of the Act and 
that is why the Government decided 
to bring forward this amendment 
rather than appeal to the Supreme 
Court which would have again taken 
a good deal of time. 

Shri Shreo Narayan Das raised 
.ome point which 1 mentroned brief-
Iy, but I would again mention it so 
that he would know why We had to 
nIter the rates that were prescribed 
by the Delhi Municipal Corporntion. 
The Municipal CIlrporation, while 
recommending the rates, did not dis-
tinguish between the small scale in-
dustries and the bigger industries, and 
since the Government was anxious to 
give encouragement to the small sea It· 
industries. the rates applicable to the 
small scale industries were reducec.: 
and the rates applic'able to the other 
industries were very s~ightly enhanc-
I'd just to rounterbalance the entire 
thing; this did· not affect the finances 
of the Municipal Corporation to any 
extent, and it was to the general 
good. 

Y am thankful to Members fIlr their 
support to this measure. 

Mr. Chairman: Mr. Bhattacharyya 
has made the point that rather than 
bringing in a fractional piece of 
legislation. the Corporation Act may 
be amended to bring it uptodate. 
Have you got anything to sayan 
that? 

Mr. Chairman: The question is: 

'"That the Bill to validate the 
imposition and collection of cer-
tain taxes on the consumption or 
.ale at electricity by the Delhi 
Municipal Corporation, be takea 
into consideration," 

The motion was adopted, 
Mr. Chairman: The question is: 

"That Clauses 1 and 2, the Enact-
ing Formula and the Title stand 
part of the Bill." 

The motion was adopted. 
Clauses 1 and 2, the Enacting For-

mula and tile Title were added to the 
Bill. 

Shri Vldya CharaD Shukla: I beg 
to move: 

"That the Bill be passed" 
Mr. Chairman: The question is: 

"That the Bill be passed." 
The motion was adopted. 

15.48.hrs. 
COMPANIES (SECOND AMEND-

MENT) BILL 
The Minister of State In tbe Mlals-

try of Law (Shri C. R. Pattabbl 
Raman): I beg to move: 

'That the Bill further to amend 
the Companies Act. 1956. be taken 
into consideration." 
This has been awaiting consideration 

bv the House for some time. Very 
brlefty, there are three amendments. 
The tlrst two of them are purely of • 
verbal nature and are necesliiitated by 
the lapse of time since the introduc-
tion of the Amendment Bill in this 
House on 22nd N ovem bel' of last year. 
Thcreforp, I do not wish to commend 
elaborately on them. 

The other amendment is also, if I 
may say, of a minor nature. It deal; 
with section 240, and it seeks to pro-
vide that before authorising ~ per.. 




