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ESTIMATES COMMITTEE 
Morans or Stroms

Secretary: Sir, I lay on the Table a 
copy each of the Minutes (VoL 6, N ob 
1—3) of the sittings of the Estimates 
Committee held during the year 1956- 
87

COMMITTEE ON PRIVATE MEM
BERS’ BILLS AND RESOLUTIONS 

F ir s t  R epo rt

Sardar Hukam Singh (Bhatinda) I 
beg to present the First Report of the 
Committee on Private Members’ Bills 
and Resolutions

CORRECTION OF ANSWER TO 
STARRED QUESTION NO 552 
The Minister of State in the Minis

try of Home Affairs (Shri Datar) In
reply to a supplementary raised by 
Shn B S Murthy on Starred Ques
tion No 552 answered on 29-5-57, I 
had inter aha stated that Govern
ment have decided to have 43 inten
sive development blocks—multi-pur
pose project blocks—in tribal areas 
and that they cost in all Rs 27 lakhs 
In fact, Rs 27 lakhs mentioned by 
me represents the cost of each block

POINT OF INFORMATION
Shri B C Kamble (Kopargaon) 

Yesterday I had given notice under 
rule 197 calling attention to a matter 
of urgent public importance I would 
like to know what has happened to it

Mr. Speaker. The hon Member is 
new to the House As soon as such a 
notice is given, the matter is looked 
mto and the Ministry is consulted It 
may be admitted or it may not be 
admitted Immediately, at the very 
next day he cannot expect it to be 
brought up here If it is not the next 
day it will be the following day 
Tomorrow he will hear one way or 
the other, whether it is admitted or 
rejected If it is admitted, I will call 
it here

WEALTH TAX BILL- —contd^
Mr. Speaker: The House will now 

proceed with further consideration of 
the motion to refer the Wealth Tax 
Bill to a Select Committee

The Minister of Finance (Shri T. T. 
Krishnamachari): Mr Speaker, Sir, I 
am very grateful to the ten hon Mem
bers who spoke yesterday on this mea
sure, out of whom nine gave their 
support to the measure I am also 
grateful to those hon Members who 
went through the various clauses of 
the Bill and suggested possible loop
holes which have to be plugged by the 
Select Committee I do not think they 
expect me to deal with all these ques
tions that they have raised at length, 
but still I think courtesy demands 
that I must reply to some of them, 
though the Select Committee would 
take note of all these suggestions

My hon friend, Shn V P Nayar, 
mentioned that the administration of 
the wealth tax should be entrusted to 
a new department manned by judicial 
officers I am afraid judicial officers— 
very good and very eminent people, 
good at their work—can hardly be 
administratively a success, nor it is 
possible for the tax-collecting depart
ment to be bifurcated We have 
undoubtedly to choose wealth tax 
officers from amongst the income 
tax officers I can give him the as
surance that we will select the officers 
—handpicked officers—for adminster- 
mg the wealth tax

Shn V P Nayar again mentioned 
about income tax practioners being 
allowed to practise Yes, I think we 
would be able to allow them to do so, 
but before we do so, we will probably 
have to revise our ideas of the quali
fications for income tax practitioners 
I believe one of the former Income 
Tax Commissioners, who perhaps was 
advising the Board, sometimes back 
had prescribed the qualification, 
namely, a person who is a graduate in 
economics was fit to be an income tax 
practitioner I am afraid we have 
drastically to revise the qualification 
Naturally, a lawyer or an accountant 
or anybody well versed in income tax
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[Shri T. T. Krishnamachari] 
procedure and law would be allowed 
to be an income tax practioners. When 
we revise these qualifications, I am 
sure that whoever practises before 
income tax authorities will be permit
ted to practise before wealth and ex
penditure tax authorities.

Shri Nayar also mentioned about the 
danger in taking Balance sheets as a 
basis evaluating business assets for 
wealth tax. Naturally, the precau
tions mentioned by him will be taken.

Shri Bharucha, who gave very val
uable support, made a number of very 
useful suggestions. I am particularly 
grateful to him for having gone into 

%the Bill so carefully. The point that 
for the evaluation of immoveable 
property it should be useful for prac
tical purposes to classify them into 
several categories according to the 
nature of the construction and to 
determine the basic values for each 
such category with reference to the 
cubic footage—these are rather com
plicated matters at the moment. But 
I will certainly promise him that we 
will consider this suggestion.
♦ He suggested a refund of wealth 
tax in regard to shareholding by in
dividuals. The matter was considered 
by us at one time. While undoubted
ly the small shareholder who goes in 
for pure investment is entitled to some 
consideration, shareholding is not 
necessarily confined to that category. 

' We have given the small shareholder 
a certain amount of benefit by exclud
ing him from the operation of the sur
charge on unearned incomes. I think 
relief must come that way rather than 
by impairing the well-knit structure 
of the wealth tax.

Shri Pocker Saheb of course, is com
pletely opposed to the whole idea. 
There is no common point between us. 
1 have to accept his opposition.

Shri Supakar and Shri Mohamed 
Imam, made a point that it would be 
unfair to tax property whicA does not 
yield any income or sufficient income 
to pay wealth-tax. I concede that 
that is a point of view. But, that

would xnfMua that you are thinking o f 
perpetuating in the possession of peo
ple properties which do not yield any 
income. Oftentimes property is kept 
merely for the sake of keeping pro
perty. But our concept is something 
totally different. We do want that 
wealth that is amassed in a generation, 
by the hard work of a person who- 
amasses it should be kept my him sub
ject to the tax regulations and the 
needs of economy. But, he should not 
be allowed to pass it over. Then starts 
the operation of diminishing assets.

Secondly, anybody who wishes to- 
keep wealth that is not productive has 
no right to keep it. And, I shall be 
going against this canon which we 
have deliberately adopted if I say that 
wealth-tax will be payable only by 
those who are in possession of proper
ties which earn an income. It is our 
desire that people who do not make 
instruments of production earn or pro
duce should not keep them in their 
hands. They must change hands; they 
must go to somebody who will make 
them yield and make them produce.

Shri Supakar (Sambalpur): What 
about property which will not produce 
anything?

Shri T. T. Krishnamachari: It may
not; it does not matter. If it does not 
produce nothing is lost. If something 
which does not produce at all is sold 
and changes form it does not matter 
very much. The idea really is that • 
the keeping of wealth in a person’s 
hands which does not produce impos
es a penalty 011 him and that is the 
main idea. And, if I accept my hon. 
friend's theory, then, I should be going 
against that particular idea.

My friend, Shri Raju had some 
very  pertinent remarks to make in 
connection with the operation of the 
wealth-tax. He mentioned about con
trol and management for the purpose 
of determining weather a company is 
resident. He said that will provide 
leakage. The criterion in this case 
can be one of two criteria adopted 
under the Income-tax Act for deter
mining whether a company is resident 
or not. One criterion is the excess of
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Indian income over ex-Indu income 
It is* obviously inapplicable for the 
purpose of wealth*tax. Therefore, 
there can be no objection 11 we adopt 
the other criterion available under the 
Income-tax Act Whether a company 
is resident or non-resident, all the 
assets located m India will be subject 
to tax The only difference is that if 
the company is resident it pays tax 
not only on assets located in India but 
also on those located abroad There
fore, there is really no question of 
leakage in the case of companies which 
operate m India

Incidentally, the expression control 
and management is a well-known term 
in the Indian Income-tax Act and has 
been interpreted by judicial authori
ties So, there is no difficulty in ap
plying that For instance, in the case 
of a subsidiary located in India, the 
control and management will ordina
rily be m India, a point which is con
ceded by Shri Raju But, I think the 
matter will be further examined

Shu Raju again made a point that it 
is possible for a person to reduce his 
wealth-tax by deducting from his 
assets the debts he may have borrow
ed on his exempted assets Debts 
which are deductable are those having 
an ascertained value, and not those 
which are contingent and fictitious 
We do, however propose to make a 
suggestion to the Select Committee for 
a clarification that the debts which 
are to be deducted from the gross 
value of the assets are not those re
lated to exempted assets

My friend Shri Sadhan Gupta did 
not like the exemption given to in
vestments in savings certificates and 
savings bank accounts But he conce
ded that it cannot be unlimited ex
emption for the reason that there is a 
restricted figure beyond which exemp
tion will not be given In any event, 
as a borrower I must offer incentives 
for people to invest in savings certifi
cates and it is a question of halawrmg 
our revenue considerations as against 
considerations which would provide us 
with what you might call loan income 
I thmk these considerations were

balanced by us in coming to a decision 
in regard to this exemption

Shri Raju again made a pomt about 
heirlooms The idea is that heirlooms 
are such as cannot be offerred for sale 
But, I thmk, we can tighten it up I 
am grateful to him for having drawn 
attention to it We can tighten it up 
in the Select Committee

I have more or less dealt with 
broadly all the points that were men
tioned by my hon friends I must also 
say that some of the hon Members 
did not criticise severely or critically 
If I have not replied to the remarks 
they have made, it is not that I am. 
not appreciating what they have said, 
especially my hon fnend Shri Das, 
who has been more generous to me 
and to the Government But I think 
the Select Committee will go into all 
these matters

Hon Members will find that the 
Bill itself does not afford room for 
much variation or amendment—it is 
fairly tightly provided, but, still, the 
Select Committee will go into these 
matters In doing so they will not 
merely take into account all that hon 
Members have said, and as I have 
said earlier today in answering a ques
tion I shall place before the Select 
Committee those suggestions that come 
from interested parties which I thmir 
might be considered and even those 
suggestions which in my view, should 
not be considered It will be for the 
Select Committee to consider them or 
reject them as the ease may be The 
procedure to be adopted by the Select 
Committee has to be decided by them 
and I shall not say what they should 
do or what they should not I shall 
certainly send the suggestions made 
by hon Members in this House

As I said broadly m my opening 
speech, I will ask the Select Commit
tee to consider certam changes which 
can be made, because these changes 
are not matters in which I am vitally 
interested except probably one where- 
there might be a question of foreign 
exchange involved Otherwise, we 
shall certainly leave it to the Select
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Committee to determine what the final 
shape of the BUI is to be

Once again let me express my grati
tude to the hon Members who have
made valuable suggestions and gave
their support to the Bill

Shrimati Renuka Ray (Malda):
What is the Finance Minister's reply
for the transfer of property or gift
tax? ,

Shri T. T. Krishnamachari: I am 
not making a policy statement here
What my hon friend says would in
volve a policy statement for she says 
the object of the wealth-tax would
’be defeated if there is not a corollary
to it, namely, the gift tax The mat
ter has to be examined, but, I am not
in a position to make a policy state
ment at this stage That has to be 
left for a future occasion

Shrimati Renuka Ray: in the mean
time it may be frittered away, the 
property may be divided up if the 
two things do not come simultaneous
ly

Shri T, T. Krishnamachari. Un
doubtedly people owning property are 
ingenious, sometimes they even pur
chase ingenuity We can also be inge
nious and do some thing about it

Shri Shankariah (Mysore) During 
the general discussion as well as yes
terday reference was made for a clari
fication as to whether the privy pur
ses that are given to the Princes 
would be liable to tax and, if so, 
under what category of assets they 
will be enumerated

Shri T. T. Krishnamachari: Any
thing that is not liable would be spe- 
dfically exempted What is not spe
cifically exempted is supposed to be
included That is the general inter
pretation

Shri Shankariah: A clarification
was sought for whether it will be
considered as an asset or amenity or
pension or gift’  Unless we are clear
about the fact whether it is liable or

not, we cannot make a reference to
the Select Committee because some of
the Members are very particular
about this clarification We must
have a clear idea whether it is liable
or not before we make a reference to
the Select Committee.

8hrl T. T. Krishnamachari: I could
not clarify anything which is not in 
the Bill The Bill does not exempt
any section of the population or any 
particular type of wealth except what
it has specifically exempted What it
has not exempted must be presumed 
to come withm the mischief of the
Bill I cannot give any further clarifi
cation

Shri Shankariah: I want to have
your personal opinion whether it is 
included

Shri T. T. Krishnamachari: My per
sonal opinion is of no consequence 
whatever

Mr. Speaker* The question is
“That the Bill to provide for

the levy of wealth-tax be refer
red to a Select Committee con
sisting of Shn Asoke K Sen, Shn
H C Heda, Shn Prafulla Chandra 
Borooah, Shn R Jagannath Rao,
Shn Muhammed Khuda Bukhsh,
Shn Narendrabhai Nathwam, Shn
Shivram Ran go Rane, Shn Anand
Chandra Joshi, Dr G S Melkote,
Giani Gurmukh Singh Musafir,
Shn G D Somam, Shn R R
Morarka, Shn Feroze Gandhi,
Shn C D Pande, Shn Tnbhuan
Narayan Singh, Shn R M
Hajarnavis, Shn M R Krishna,
Shrimati Tarkeshwari Sinha, Dr
Ram Subhag Singh, Shn Nemi
Chandra Kasliwal, Shn Saif F B 
Tyabji, Shn Fatehsmhrao Pratap- 
sinhrao Gaekwad, Shri K Pena- 
swami Gounder, Shri Bali Ram 
Bhagat, Shn U S Malhah, Prof
N G Ranga, Shn T C N Menon,
Shn Prabhat Kar, Shri Btm»i
Comar Ghose, Shn Laisram
Achaw Singh, Shn R K. Khadil- 
kar, Shn M R Masaru, flL H.
Maharaja Sn Kami Smghji et
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Bikaner, Or. A Krishnaswami and
the Mover, with instruction to
report by the 12th August, 1957 ”

The motion was adopted

EXPENDITURE TAX BILL

The Minister of Finance (Shri T. T.
Krishnamachari): 1 beg to move that
the BUI to provide for the levy of a 
tax on expenditure be referred to a 
Select Committee consisting of Shri
Asoke K Sen, Shn H C Heda, Shn
Prafulla Chandra Borooah, Shn R
Jagannath Rao, Shn Muhammed 
Khuda Bukhsh, Shn Narendrabhai
Nathwam, Shn Shivram Rango Rane,
Shn An and Chandra Joshi, Dr G S 
Melkote, Shn G S Musafir, Shn G D
Somani, Shn Radheshyam Ramkumar
Morarka, Shn Feroze Gandhi, Shn
C D Pande, Shn Tribhuan Narayan 
S ngh, Shn R M Hajarnavis, Shn M
R Krishna, Shrimati Tarkeshwari
Sinha, Dr Ram Subhag Smgh, Shn
Nemi Chandra Kasliwal, Shn Saif
F B Tyabji, Shn Fatehsinhrao Pra- 
tapsinhrao Gaekwad, Shn K Pena- 
swami Gounder, Shn B R Bhagat,
Shn U Srinivasa Malliah, Shn N G
Ranga, Shn T C N Menon, Shn
Prabhat Kar, Shn Bimal Comar
Ghose, Shn Laisram Achaw Smgh,
Shn R K Khadilkar, Shn M R
Masani, H H Maharaja Sn Kami
Singhji of Bikaner, Dr A Knshna- 
swami and the Mover with instruc
tions to report by the 12th August,
1957

The primary object of this Bill,
which seeks to impose an annual tax
on personal expenditure above a 
prescribed level, is to put a check on
ostentatious expenditure and to pro
mote savings, and also in fact put a 
check on ostentatious expenditure and 
to raise the standard of living of the
people It also forms a significant
part of an integrated tax structure
which is now proposed. Besides ful
filling the need for a more equitable
tax system, appropriate to the struc
ture of society which we have in view
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the proposals for taxing excessive
expenditure and iteplth would make
tbe tax system better fitted to tackle
evasion of Income-tax

Though this Bill is to come into
force from 1st of April, 1958, it is 
desirable for a variety of reasons that
this Bill should be passed m this ses
sion For one thing, the tax-paying
public would know what exactly are
the implications of this tax It would
also give enough time for necessary 
administrative arrangements to be 
made

The discussions that have taken 
place in this House and elsewhere
since the introduction of this Bill
have shown that there is general
agreement with the broad objectives
of the Bill, though a good many sug
gestions have been made for modifi
cations here and there I have beat
I have carefully examined the various 
suggestions made While the basic 
scheme of the tax has to remain as it
is, it should be possible to make suit
able alterations to improve the struc
ture of the Bill

The provisions of the Bill as pro
posed are now fairly well known and 
I do not propose to repeat them here
I shall confine myself to suggesting 
some of those matters to which the 
Select Committee may profitably 
apply its mind Apart from a number 
of procedural matters and suggestions 
to clanfy the meaning of some of the
provisions, the mam points that I have
in mind for drawing the attention of
the Select Committee are the follow
ing

Hon Members during the earlier
discussions had oointefl out the incon^
"STSfency of the proviso to clause 3 oT'
the Expenditure Tax Bill which res
tricts the liability only to persons
whose total income under the Income- 
tax Act exceeds Rs 60,000

I had mentioned that I was aware
of this discrepancy, but I thought that
for the purpose of’evolving a svdMHa 
definition, it was better to leave it
to the Select Committee and its cumu-




