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•adtta& s have been 'granted to the 
directors or their relations. ■ It has

■ also been observed that -credit limits 
to r  parties have generally not been 
fixed. Several advances are sticky 

•*ad no aetion in regard to them has 
been taken for long periods. As a 
result of these and other unsatisfac­
tory features, all the offices of the 

liank  except two have heea working 
at a loss and the bank has not been 
ip a  position for some years to satisfy 
ik e  requirements of Section 22(3) at 
the Banking Companies Act, which 
imposes an obligation on every func­
tioning bank to repay the amounts 
due to its depositors.

After the inspection of the bank ia 
March, 1953, certain conditions were 
imposed cm it with a view to improv­
ing its working. The Board of Direc­
tors, it  was suggested, should be so 
reconstituted as to ensure that at least 
five directors would be residents of 
Kstngra town. The services of certain 
retired officers of the State Bank of 
India were made available to the bank 
for appointment as chief Executive 
-Officer. A condition was imposed that 
unsecured advances and advances 
against real estate should be reduced 
to 29 per cent and 20 per cent respec­
tively of total advances and that 
advances granted to directors and 
their relatives should be completely 
repaid.

These directives have not been im­
plemented by the bank. The services 
-ot a  retired officer of the State Bank 
ot India were not availed of and the 
position of the bank, has steadily 
deteriorated. The percentage of its 
-advances having undesirable features 
has been increasing and was as high 
•s  TS S. ln December, 19B7.

The position of the bank was 
accordingly reported to  the Central 
B oard . of Directory, of the Reserve 
Saak  in October* 1987. The bank was 
^tven an opportunity to represent its 
«NM against th« detfsioft 4o ratal* •  
U m o o M it  and *fppwa«»tatfen was
.#{«» «.( t ■! -P.'-? W.’ .l *

received in November, 1857. As this 
representation. unsatisfactory and 
a* these was no improvenMnt in the 
bank's -working, it-w as., decided * In 
April, 1958, with the oencumofW el 
the Central Board « t Directors of the 
Reserve Bank to refuse; a licence,to 
the bank. The bank was I alarmed el 
this decision by the Reserve Bank by 
post on the 9th April, 1909, and in 
reply to a query whether it should 
eease to transact further business from 
the 12th April, 195B, or after a Board 
meeting fixed for the 18th April, 1998, 
that it should cease forthwith to trans­
act fresh business or to receive new 
deposits.

Since the bank was mus informed, 
eertain allegations regarding the pay* 
ments made by it to  its depositors 
have been received. These allegations 
are now being investigated by a fresh 
Inspection party deputed by the 
Reserve Bank of India and such fur­
ther action as may be necessary will 
be taken as soon as the report from 
flie Reserve-Bank of India is received.

FINANCE BILL—contd.

Mr. Speaker: The House will now 
take up clause by clause consideration 
and thereafter Third Reading of the 
Finance Bill, 1958, for .which 4 hours 
have been allotted.

Clause 2 and the Schedule seem to 
be linked together. There are certain 
amendments tabled to the Schedule. 
If it  is the desire of the House that 
clause 2 may stand over until the 
Schedule is disposed of, I  have no 
objection. Otherwise, I shall put 
clause 2—there are no amendments to 
this clause—to the vote ot the House. 
The question Is:

"That clause 2 stand part of the 
Bin".

The motto* woe adopted.
:ci : :n  ,tii r;»
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Clause 3— ( A m e n d m e n t  o f  S e c t i o n  4 )

Mr. Speaker: We now come to clause 
3. There are some amendments. I 
am sorry that certain amendments— 
Nos. 35, 36 and 16—do require the 
sanction c l the President feecause they 
seek to enhance the rates. The other 
amendments are in order. Does any 
hpn. Member wish t® msve his 
amendment?

Shri Narayanankutty Menon (Mu-
kandapuram): I would like to move 
amendment No. 16.

Mr. Speaker That reqiiires the 
sanction of the President. It seeks to 
omit lines 10 to 15 on page 3 of the 
Bill. What does it mean?

Shri Narayanankutty Menon: It
seeks to remove ‘concessional passage 
to foreigners’.

Mr. Speaker: If a concession is
removed, it enhances the duty. There-
fore, it requires the sanction of the 
President.

Shri Bangshi Thakur (Tripura- 
Reserved—Sch. Tribes): t I beg to 
move:

Pages 3 and 4, lines 40 and 1
respectively,

4
for “or in the Union territory 

of Manipur” substitute “or in 
the Union territories of Mani-
pur and Tripura.”

Shri M. R. Masajni: (Ranchi—East): 
I  beg to move:

Page 3, omit lines 30 to 38.

Mr. Speaker: Amendments Nos. 1 
and 2 were moved.

r

Shri Bangshi Thakur: Mr. Speaker, 
about Amendment No. 2 which I have 
moved, lowish to say a few words. 
The Scheduled Tribes of Tripura are 
no doubt so backward and they are 
described as very backward in the

Report of the Commissioner for Sche-
duled Castes and Scheduled Tribes. 
As such, the Government of India 
should make provision for their uplift 
and for their betterment and for rais-
ing their standard. The Government 
of India are, indeed, willing to give 
them more privileges. In these cir-
cumstances, I request the hon. Finance 
Minister to accept my amendment 
which seeks to include the Scheduled 
Tribes of Tripura State. My amend-
ment says:

“or in the Union territories of
Manipur and Tripura” .

Shri M. R. Masani: I do not want to 
take the time of the House over this 
amendment. My amendment No. 1 is 
a small one to the clause which limits 
further the facility of exemption 
given to foreign technicians serving 
here up to the extent of Rs. 4,500 in 
the year. I think it is a very restric-
tive thing already which hardly needs 
to be more severe against employees 
from countries abroad. That is my 
reason for suggesting that this further 
severity might be deleted.

Shri Narayanankutty Menon:
Though, as you said, my amendment 
is out of order, I may be allowed to 
speak on the clause itself.

Mr. Speaker: Yes.

Shri Narayanankutty Menon: As far
as clause 3, which gives exemption on 
to travel concessions to foreigners, is 
concerned, I wish to point out that 
there are already without the sanction 
of the law many officers of the for-
eign companies who enjoy certain pri-
vileges which are not subject to the 
scrutiny of the Government itself. 
Last year, during the last session, 
when certain questions were answered 
on the floor of the House, as to the 
total money that has been taken away 
from this country by the foreign oil 
companies, and the amount got by the 
oil companies precisely, it was admit-
ted that a large amoimt of money has 
been carried away from this coimtry 
without a proper accoxmt being kept. 
You will also find that certain officers
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who are actually unmarried are given 
separation allowance* when they ca»a 
to this country, oa the ground that 
they have been separated from their 
wives and children. Their original 
salary MseV is a very large amount, 
and over and above this original 
salary, concession is given for their 
free passage and certain other allow­
ances are also given. Actually, money 
is being taken away in the form either 
of profit or these concessions. I sub­
mit that this practice extended to the 
companies will have to be prevented. 
The concessions which are extended 
to the foreign nationals whe are serv­
ing in the company should be pre­
vented especially because then only, 
consistent with our policy, more and 
more Indians could be employed by 
these companies.

Yesterday, when the discussion on 
the Finance Bill was going on, both 
the hon. Finance Minister and also 
the Deputy Minister of Economic 
Affairs said that we should create an 
atmosphere of welcoming foreign 
capital and that all parties should 
agree that this atmosphere should be 
maintained for foreign capital to 
come in. I submit that we are not 
certainly against foreign capital com­
ing into this country, but our serious 
objection was that foreign capital was 
being invited to this country on their 
own term s.. What the hon. Deputy 
Minister of Economic Affairs submit­
ted yesterday was, whenever we are 
getting foreign capital into this coun­
try  it is on our own terms, and it Is 
not to make more profit but under our 
scrutiny and for our own use.

The House has heard during the 
last one year how three big oil com­
panies are behaving in this country. 
Are the people employed in the three
oil companies here behaving properly 
in accordance with our own policies? 
H ie hon. Minister of Mines and Oil 
had to admit last time in this Rouse 
a  sense of frustration that he is hav- 
iag because the oil companies are 
refusing the review the prices. In

respect of the prise* alone, Bs. 150 
crores have beeia taken away during 
the last two or three years hgr the-
oil companies. Are the companies 
behaviag according to the p in  that 
the Govesnaaeat have la view? Are 
these eempaaies in a position to res­
pond to your own nequest that the 
price of eQ should he brought dewn. 
It is precisely on this poiat that w» 
make our serious objection that for­
eign capital should not be allowed to  
come in on their own terms and to  
run roughshod over our own economy. 
Foreign capital should be kept under 
control.

When we mentioned that foreign 
capital should be within the frame­
work of our own Plan and be within 
the framework of our own policy, the 
hon. Minister said that we are against 
foreign capital. We wish to make it 
quite clear that we are not against 
foreign capital, but foreign capital 
should be allowed to do its business 
here within the framework of our own 
Plan and within the framework of our 
own policies. We should not act 
according to the dictates of the foreign 
capital that is coming over here. 
Therefore, I appeal to the Finance 
Minister to realise this. Enough of 
concessions have been given by means 
of the agreement with these companies 
and by means of the convention that 
we have established, and also by 
means of the assurances that we have 
given to all these companies. They 
are too much nowadays, and these 
concessions are being misused. Too 
much of profit is being made, to the 
detriment of our own economy. 
Therefore, I once again appeal to the 
Finance Minister that no more con­
cessions should be given and the 
concessions already granted are check­
ed wherever they exist There should 
be more check-up of the companies in 
respect of these concessions, to see 
whether they are being utilised 
according to our own Plan and a re  
giving a reasonable return to us. We 
should keep the foreign capital under 
check. We will welcome the capital
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but, at the same time, than should be 
very good control aver that capital, 
so that the business it a fair business 
that is carried on in any other part 
of the world.

Shri Morarjl Deaal: I accept amend­
m ent No. 2, regarding the inclusion of 
Tripura. As regards amendment No. 
1, moved by my hon. Friend Shri M- 
R. Masani, I am sorry I cannot accept 
it and I  have got to oppose it, because, 
we are not in anyway going against 
the real technicians. The real techni­
cians will continue to get the exemp­
tions which have been provided.

Shrl M. B. Masani: The hon. Min­
ister is opposing a wrong amendment. 
I t  is not about the technicians.

Shrl Morarjl Desai: The amendment 
is to clause 3, regarding technicians.

Shri M. B. Masani: It is about the 
Government employees abroad, as far 
as I know.

Shri Morarjl Desai: The amendment 
of the hon. Member—amendment No. 
1 to clause 3—is about the foreign 
technicians. He wants to take away 
the definition which is provided there.

Shrl M. B. Masani: It is a wrong 
amendment.

Mr. 8peaker: His amendment is No.
1, asking for the omission of lines 30 
to 38 at page 3,—the lines which give 
the definition of a technician.

Shrl Morarjl Desai: That is what I 
am saying. I do not know what Shri 
M. R. Masani means.

Shrl M. B. Masani: Oh, I am sorry. 
I  was a little confused.

Mr. Speaker: Therefore, he does 
not press the amendment. Can I take 
i t  like that?

Shrl Morarjl Deaal: I am glad that 
I  am net wrong.

Shri M. B. Masani: I am sorry.

Mr. Speaker: What does that
"sorry” mean? Does he press or not 
press?

Shrl M. B. Masani: I am sot press­
ing it, but, if the hon. Minister opposes 
it, let him explain the reasons why he 
opposes it.

Shri Morarjl Desai: We cannot con­
sider people who are engaged in work 
in the hotels or in the restaurants as 
technicians. I cannot call them tech­
nicians. Such people should not get 
this benefit. Therefore, we have now 
prescribed a definition which includes 
all real technicians. I do not think any 
real technician is going to be debar­
red from these provisions.

As regards the opposition of my 
hon. friend Shri Narayanankutty 
Menon, there is no question of foreign 
capital in this. The question is of 
foreign technicians. II foreign techni­
cians are required for work which 
cannot be done by technicians here, 
we have got to give them some facili­
ties and these are the minimum facili­
ties that are given.

Mr. Speaker: He refers to his own
amendment and wants to oppose.

Shri Morarjl Desai: That is what 
is done. He wanted to say that tech­
nicians do not get any exemptions. It 
is just the opposite of what Shri M. 
R. Masani wanted. Both are going 
into extremes. That is all that I can 
say. The clause as it is must stand. 
That is what I have got to say.

Shri L. Achaw Singh (Inner Mani­
pur): I want to have some clarifica­
tion from the hon. Finance Minister 
regarding the amendment to section
4, sub-section 3.

Mr. Speaker: Clause 4 has not yat 
been taken up. We are on clause 3.

Shri L. Achaw Singh: 1 am refer­
ring to section 4 (3) of the Income-tax 
A ct
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Shri L. Aehaw Singh: It- ia with 
regard to the exemption form income- 
tax payable by the tribal* of Manipur.

Mr. Speaker: What Is the sub- 
clause?

Shri L. Aebaw Stogh: Clause 3 (ii) 
on page 8. I want to know whether 
the exemption would apply to the 
tribes permanently residing in Mani­
pur. The other day, the hon. Finance 
Minister said that it would only 
apply to the migrants, that is, those 
members of the Scheduled Tribes who 
were residing in Assam and who have 
migrated to Manipur. On my refer­
ence to the Finance Ministry it has 
been stated that the exemption would 
app'ly to tribals who are permanently 
residing in Manipur. So, I want a 
clarification. There is a mis-concep- 
lion, misunderstanding that this would 
only apply to the tribals who have 
migrated from Assam. But such peo­
ple are in a miscroscopic minority in 
Manipur. There are two lakhs of 
tribal people who are permanently 
residing here According to the 
Scheduled Castes and Scheduled 
Tribes (Amendment) Order, 1956, 
there are 29 classes of Scheduled 
Tribes and their number exceeds two 
lakhs. I want to know from the hon. 
Finance Minister unequivocally whe­
ther they would apply to the tribes 
Who are permanently residing in 
Manipur.

Shri Morarji Deaai: The tribals 
who originally belonged to the Assam 
hill tribes and are now permanently 
residing in Manipur will also get 
exemption. But if they do not satisfy 
the condition of that category of 
Assam hill tribes originally even, then 
they will not be exempted. That is 
the meaning of it.

Mr. Speaker: The question is:

Pages 3 and 4, lines 40 and 1 res­
pectively,—

for "or in the Union territory a t 
Manipur” substitute—

The motion was agppted.
Mr. Speaker: Amendment No. 1 is 

not pressed. I shaU treat it as fc*ring
been withdrawn. In the c u e  «f those 
amendments which have been treated 
as moved by the House, If any hon. 
Member gets up and says “I  am not 
pressing it”. I will treat it as having 
been withdrawn with the consent of 
the House. Let us establish a  conven­
tion. Otherwise, we will be wasting 
the time of the House.

The amendment was, by leave, 
withdrawn.

Mr. Speaker: The question is:

“That clause 3, as amended, 
stand part of the Bill”.

The motion was adopted.

Clause 3, as amended, was added to  
the Bill.

Clause 4 was added to the Bill. 

Clause 5. (Amendment of section 7).

Mr. Speaker: Hon. Members who 
want to move amendments to this 
clause may now do so. Let me first 
of all have the numbers.

Shri M. R. Masani: I want to move 
amendment No .37.

Shrimati Ba Falchondhari (Naba. 
dwip): Amendment Nos. 11 and 12.

Shri Tangamani (Madurai): Am­
endment No. 38.

Shri Narayanankutty Menon: Am­
endment No. 17.

Mr. Speaker: That is out of order. 
The amendments to be moved are Nos.
11, 12 and 37. 88 is the same as No. 12.

Shrimati Oa Palohondhnri: I beg to
move:

Page 4; lines 29 to S3,—

omit “except in any c u e  
where the assessee was ac t 
(n receipt of such entertainment 
allowance' regularly from h it
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jpveoeftt .• anployar before the 
year hoglnnlnt on the flrtt day 
of April, 1955."

Page 4, line 14,—
GftBt “Act” insert “or under any 
recognised scheme of any employ­
er”.

Shri Tangamani: I would like to 
speak on amendment No. 38, which is 
the same as amendment No. 12. I 
shall be as brief as possible. Now, 
clause 5 makes certain amendments to 
section 7 of the parent Act. At pre­
sent) the entertainment allowance 
received by an employee in a case 
where he has been in receipt of such 
allowance regularly from his employ­
er before the 1st of April 1955 is 
exempted up to one-fifth of his salary 
or Rs. 5,000 whichever is less. This 
sub-clause seeks to remove the res­
triction in the case of persons in 
receipt of salaries from the Govern­
ment. By this amendment I want to 
suggest that the concession which has 
been extended to the Government 
employees should also be extended to 
thf non-Govemment employees. If 
lines 29 to 33 are deleted, clause 5, 
sub-clause (2) will read as follows:

“in the case of any other asses­
see, a sum equal to one-fifth of 
the salary (exclusive of any spe­
cial allowance, benefit or other 
perquisites) or seven thousand 
five hundred rupees, whichever is 
less.”

Whatver concession has been extend­
ed to Government employees should 
Also be extended to non-Government 
employees. It is good that this allow­
ance is given to Government employ­
ees. Now it may be extended to 
ethers also. So, I request that this 
•mendpent may be accepted.

- ShriamU Da Falchondhnii: My
amendment No. 12 is the same as the 
tone to which my hon. friend opposite 
has just now referred. I will only 
add tfeklt "actually private employees 
very often have to entertain people 
mere'than in the case of Government 
employees. There should be no dis-

L-rtmwMtion between Government 
employee* and other employees. 
Everyone should be treated in the 
same way, Can I speak on amend­
ment No. 11 also?

Mr. Speaker: Hon Members may 
:-peak on their amendments as well as. 
on the amendments moved by others, 
and also on the main clause.

Shrimati Ila Palchondhnri In the
Bill it is stated in clause S that 
gratuity payments for past service will 
be exampted from income-tax in res­
pect of Government servants. So far- 
as employees in the private sector are- 
concerned, such gratuity payments are 
subject to income-tax I see no reason 
whv there should be discriminatioa 
between employees in the public sec­
tor and private sctor in the case of 
income-tax on gratuity payments. So, 
my amendment seeks to insert the 
words "or under any recognised 
scheme of any employer” after the 
word “Act” in clause 5.

Shrl M. R. Masani: I beg to move:

Page 4,—
(i) line 22, omit “from the Gov­

ernment”; and
(ii) for lines 26 to 33, substitute--

“Provided that in the case of 
any assessee who was in receipt 
of such entertainment allow­
ance regularly from his present 
employer before the year begin­
ning on the first day of April, 
1955. the sum of seven thousand 
and five hundred rupees shall 
be substituted for the sum of 
five thousand rupees mentioned 
in the above sub-clause.”

1 would first of all like to support fhe • 
provisions of amendment No. 11, 
which seeks to extend to employees o f ' 
non-official concerns the same conces­
sions that are now being extended to 
municipal employees, namely, where 
there is a recognised gratuity scheme, 
the benefits should also be available 
to employees in all parts of our 
national economy. The basis of dis­
crimination between one kind of' 
employees in one part of our economy -



a m i Finance BtU n  j& K L r m  l io p

[Shri 1L R. Masani]
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tppwds to the ton . Minister, nor la 

-there any reason why it should exist

Amendment No. 37 is two-fold and 
-seeks to carry out the same purpose, 
'though I think more comprehensively 
‘than amendments Nos. 12 and 38. What 
I am pressing is that from sub-clause
(2) (ii) (a) the words “from the 

■Government” be deleted, and in place 
•of sub-clause (b), a new sub-clause 
in terms of my amendment may be 
substituted. The effect of this change 
would be this. Today an employee 
can draw entertainment allowance

• only if he were drawing it previous 
to 1st April 1955. Even if the same 
post is filled up by a new man, the 
new man cannot draw this entertain­
ment allowance. Now, the drawing of 
the entertainment allowance is not a 
personal perquisite for the benefit of 
a particular human being. It goes 
with the job. Either it is necessary 
to entertain people for the purpor- 

'business or it is not. You can-.ot say
that when our person is there , it is 
necessary and not when another per- 

.son is there. Now, if an official is 
transferred and a new official is 
appointed, then the office comes across 
this difficulty. If they transfer X and 
put Y on doing the same job, Y can­
not draw the entertainment allowance 
though X was drawing it. This creates 
a new difficulty and a new problem.- 
The new incumbent is not able to get 
the same emoluments and facilities to 
entertain which his predecessor had. 
This is not very rational nor consis­
tent with good business management

• So, what my amendment seeks to do
is, as Mrs. Ila Palchoudhuri and the 
previous speaker have stated in the 
discussion, to remove the discrimina­
tion between private employees and 
■Government employees. I do not think 
we want to indulge in one set of 
methods about one set of employees

■ and something quite different about 
.another set of employees. If it  is 
necessary in Government, i t  may be 

..■necessary outside also. The Govern­
m e n t amendment says: "one fifth *of
«Us salary___or five thousand rupees,

ous, and still on that th e n  Is discri­
mination. Having said that, sub­
clause (b) says that whoever got
Rs 7,900 before 1st April 1988 may 
continue to do so. That concession 
may not be taken away. But when a 
new man is appointed to the job cer­
tainly let him be cm the same level as 
in Government tris., Rs. 6,000 or one- 
fifth, whichever is less. I think these 
amendments are sound lines and I 
hope the hon, Minister will accept 
them.

Shri T. N. Singh (Chandauli): I 
feel that our attempt all along has 
been to plug all kinds of holes that 
might cause tax evasion. Now all the 
allowances that have been made from 
time to time in any of our taxation 
laws, though on the face of it very 
reasonable and desirable but somehow 
they have resulted in creating more 
holes and I have a feeling, though it 
may appear that it is reasonable as 
to why should we discriminate and 
why sheuld this happen or why should 
that happen, at the same time I am not 
very happy about the extension • of 
these allowances so far as income-tax 
is concerned. They should be very 
cautiously done and they should 
be restricted as much as possible. No 
more allowances should be allowed for 
this purpose. So, I am unhappy that 
this proyision is being extended and 
the scope widened as it is from today.

After all it is known that all these 
entertainments are also debited to the 
companies concerned. Similarly, 
entertainments are also made os 
behalf of the Government and local 
bodies. Why should they become 
something of a personal nature? They 
should not. But the very existence of 
an allowance attached to an individual 
officer and any exemption at income- 
tax on that ground means that such 
allowances are a desirable thing and 
thev should be allowed. They can 
become a fashion. So, from the very 
beginning when this was introduced, 
r w as-opposed to H and I would very
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strongly urge that any extension of 
th ii system should be very cautiously 
looked into. I am not at all happy 
about its any further extension as it 

. is being done in this amended Bill, 
what to say of further extension of 
*hi« principle which are being urged 
by some fellow hon. Members here.

Shri Morarji Desai: Taking, first, 
the  last speaker, I might say that the 
hon. Member’s anxiety can be very 
easily understood by me. I t is, there­
fore, that Government is very careful 
in giving such allowances to Govern­
ment officers and Government ser­
vants. There are very few people in 
very restricted categories to which 
these allowances are given and delibe­
rately given because they have got to 
do entertainment. There is no ques­
tion of their misusing it or taking it 
away like that. Therefore it is neces­
sary that they should be continued.

When we have stopped exemp­
tion of these allowances to 
employees in the private sector 
after the 1st April, 1955, we have 
done so because in the case of private 
employees it is not necessary for them 
to have these allowances as they have 
got expense accounts in their com­
panies to which they can always debit 
these bills. In Government, there are 
no such expense accounts, where this 
could be debited. It is, therefore, 
necessary to make this distinction. 
Moreover, when Government can be 
very careful about this matter, it is 
not possible to expect that there will 
be that sort of carefulness exercised 
in private companies. Therefore we 
have made this distinction. Even my 
hon. friend, Shri Masani, does not 
mind making a distinction of all 
allowing Rs. 7,500 to those who were 
drawing it before the 1st April, 1955 
and he would be satisfied if others 
get Rs. 5,000. Therefore he also can 
get Rs. 9,000. Therefore he also can 
Then let him be reconciled to this 
difference, which is a complete diffe­
rence and which, I think, is a very 
healthy difference. I therefore oppose 
these amendments.
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As regards the other thing of exten­
ding ioe gratuity advantage to pri­
vate employees, there also the ques­
tion is quite different. When we give 
it to Government employees, that is 
allowed because there it is death-cum- 
gratuity, i.e., pension-cum-gratuitjr 
allowance. There is no such system in 
private employ. There is no question 
of pensions and gratuities or anything.
It is, therefore, not possible to extend 
it to private employees. We have 
extended it to corporations, i.e., to 
municipal corporations or local bodies 
because there the rules are the «nn» 
as Government rules. It is, therefore, 
that it is extended to them and we ' 
do not propose to extend it to private 
employees because, as I said, it is 
likely to be misused and they do not 
stand in the same category. There­
fore, I oppose all the amendments.

Mr. Speaker: I shall now put
amendment No. 11, which is the same 
as amendment No. 20, to the vote of 
the House.

The amendment was put and nega­
tived.

I shall now put amendment No. 12. 
which is the same as amendment N a 
38, to the vote cf the House.

The amendment was put and nega­
tived.

I shall now put amendment No. 37 
to the vote of the House.

The amendment was put and nega­
tived.

The question is:

‘That clause 5 stand part of the
Bill.”

The motion was adopted.

Clause 5 was added to the BitL
Clause 6 was added to the Bill 

Clause 7— (Amendment of section 10).

Mr. Speaker: Hie House shall now 
take up clause 7.

28 APRIL 1958
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Shri Morarji Daaai: Sir, I  beg to 
move:

Page 5,

for lines 4 to 41, substitute—

"(vib) in respect of a new ship 
acquired or new machinery or 
plant installed after the 31st day 
of March, 1954, which is wholly 
used for the purposes of the busi­
ness carried on by the assessee, a 
sum by way of development 
rebate in respect of the year of 
acquisition of the ships or of 
the installation of the machinery 
or plant, equivalent to,

(i) in the case of a shi( ac­
quired after the 31st day of De­
cember, 1957, forty per cent, of 
the actual cost of the Ship to 
the assessee; and

(ii) in the case of a ship ac­
quired before the 1st day of 
January, 1958, and in the case 
of any machinery or plant, 
twenty-live per cent, of the 
actual cost of the ship or 
machinery or plant to the asses­
see.

Explanation 1.—In the case of a ship 
acquired or machinery or plant instal­
led after the 31st day of December, 
1957, where the total income of the 
assessee for the year of acquisition or 
Installation (the total income for this 
purpose being computed without mak­
ing any allowance under this clause) 
is nil or is less than the full amount 
of the development rebate calculated 
at the rate applicable thereto under 
this clause,—

(i) the sum to be allowed by 
way of development rebate for 
that year under this clause shall 
be only such amount as is suffi­
cient to reduce the said total 
income to nil; and

(ii) the amount of the devel­
opment rebate, to the extent to 
which it has not been allowed 
as aforesaid, shall be carried 
forward to the following year, 
and the development rebate so

be allowed for the following 
year shall be such amount as 
is sufficient to reduce the total 
income of the assessee for that 
year, computed in the manner 
aforesaid, to nil, and the balance 
of the development rebate, if 
any, still outstanding shall be 
carried forward to the follow­
ing year and so on, so however 
that no portion of the develop­
ment rebate shall be carried for­
ward for more than eight years.

Explanation 2.—Where in any year 
development rebate is to be allowed 
in accordance with the provisions of 
Explanation 1 in respect of ships 
acquired or machinery or plant instal­
led in more than one year, and the 
total income of the assessee for that 
year (the total income for this pur­
pose being computed without making 
any allowance under this clause) is 
less than the aggregate of the 
amounts due to be allowed in respect 
of the assets aforesaid for that year, 
the following procedure shall be fol­
lowed, namely: —

(i) the allowance under para­
graph (ii) of Explanation 1 
shall be made before any allow­
ance under paragraph (i) at 
that Explanation is made; and

(ii) where an allowance has 
to be made under paragraph
(ii) of Explanation 1 in respect 

of amounts carried forward 
from more than one year, the 
amount carried forward from 
an earlier year shall be allowed 
before any amount carried for­
ward from a later year;

Provided that no allowance under 
this clause shall be made unless--

(a) the particulars prescribed 
for the purpose of clause (vi) 
have been furnished by the assas- 
see In respect of the ship or 
machinery or plant; and

(b) except where the assess— 
is a company being a license* 
within the meaning of the Elec­
tricity (Supply) Act, 1MB, or
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where the ship has been acquired 
or the machinery or plant haa 
been installed before the 1st day 
of January, 19S8, an amount 
equal to seventy five per cent. o< 
the development rebate to be 
actually allowed is debited to the 
profit and loss account of the rele­
vant previous year and credited 
to a reserve account to be utilised 
by him during a period of ten 
years next following for the pur­
poses of the business of the under­
taking, except—

(i) for distribution by way of 
dividends or profits; or

(ii) for remittance outside 
India as profits or for the crea­
tion of any asset outside India;

and if any such ship, machinery or 
plant ip sold or otherwise transferred 
by the assessee to any person other 
than the Government at any time 
before the expiry of ten years from 
the end of the year in which it was 
acquired or installed, any allowance 
made under this clause shall be deem­
ed to have been wrongly allowed for 
the purposes of this Act.”

Mr. Speaker: Any other hon. Mem­
ber who would like to move an 
amendment?

Shri Nathwani (Sorath) rose—

Mr. 8peaker: Do you want to move 
an amendment?

Shrl Nathwani: There is no amend­
ment which I have to move.

M  B—m d  (Jalore) rose—

Mr. Speaker: Do you want to move 
an amendment?

Shri Damsel: No, Sir.

Shri Btaal Gfcoae (Barrackpore): I 
wanted to move some amendments, 
but the difficulty i» that the amend- 
ments tabled were in respect of the

original clause. Now, with your per­
mission, I would like to move them 
in the appropriate place in the 
amendments moved by the hon. Min­
ister.

Mr. Speaker: That is later on. It is
not in respect of clause 7.

Shri Bimal Ghose: It is in respect of 
clause 7 but there is an amendment 
by the hon. Minister to clause 7.

Mr. Speaker: He has already moved
it.

Shri Bimal Ghose; The amendments
that I wanted to move were to the 
original clause.

Mr. Speaker: The same amendments
may be applied qow.

Shri Bimal Ghose: That is, those 
amendments may be at the appropriate 
place. For example, I want to say .. .

Mr. Speaker: Let him give the num­
ber.

Shri Bimal Ghose: For example
amendment No. 27,__

Mr. Speaker: Whatever it might be, 
somewhere to the same clause what­
ever might be the sub-clause.

Shri Bimal Ghose: On page 2 of 
amendment No. 32 after “1st day of 
January, 1958” in proviso (b ) .........

Mr. Speaker: I shall give him an 
opportunity to move it with all the 
corrections.

Shri Bimal Ghose: I have three 
amendments to move.

Mr. Speaker: What are they?

Shri Bimal Ghoee: They are Nos. 27, 
28 and 29.

Mr. Speaker: Amendments Nos. 27, 
28 and 29 subject to such modifications 
as may be necessary in view of 
amendment 32.
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Shrim eti ]U  P iK fe taO u l: Sir, 1 beg 
to move:

That for lines 22 to 41, substitute—

"(b) except where the assessee 
is a company, being a licensee 
within the meaning of the Electri­
city (Supply) Act, 1948 or where 
the ship has been launched or the 
machinery or plant has been 
installed before the 1st day of 
January, 1958, an amount equalto 
the tax on the allowance due is 
debited to the profit and loss 
account within the five previous 
years succeeding the relevant pre­
vious year, and credited to a re­
serve account to be utilised by 
him during a period of ten years 
next following only for the pur­
poses of the business:

Provided further that, in the 
case of a ship launched or machi­
nery or plant installed after the 
31st day of December, 1957, the 
allowance of development rebate 
under this clause shall be subject 
to the condition that the ship or 
machinery or plant shall not be 
m U  or otherwise transferred by 
the assessee to any person except 
with the consent of Government, 
at any time before the expiry of 
ten years from the end of the year 
in which the ship was launched or 
the machinery or plant was ins­
talled.”

Mr. Speaker: Does the hon. Minister 
wish to explain his amendment?

Shri Morarji Desai: I have explain­
ed it. It is not necessary now.

Shri Nathwani: The object of the 
original clause 7 was stated to be 
that there are a t least two abuses in 
the existing provisions which require 
to be remedied. The first object was 
that certain companies may with the 
help of borrowed capital instal plant 
or machinery but instead of building 
up further reserves may fritter away 
by way of distributing the same in the

form of dividends. That wm c a t  
object

Hie second object was stated to ba 
that in some cases certain undertak­
ings after taking advantage of this 
rebate sell it so that while they gat 
the benefit of this rebate the industry 
not being continued in the same hand 
does not get the fostering care which 
a continuing management may ensure. 
To the extent that clause 7 sought to 
do this, It was welcome. But, as it 
was worded very widely, there w en  
bound to arise certain genuine diffi­
culties. The hon. Finance Minister, 
having been persuaded, has moved an 
amendment whereby substantial relief 
is sought to be given. I do admit that 
the amendment now put forward does 
give great relief. Still, it does not go 
far enough. There are bound to be 
genuine cases in which it will operate 
very harshly.

Before I give illustrations of this 
hardship, let me say a word in general 
as regards certain basic assumptions. 
It has been tacitly assumed that the 
provisions of this clause apply to 
companies only and that the other as- 
sessees namely sole proprietary firms 
or partnership firms do not come in 
the picture at all. It is not so. Under 
this provision, even small or medium­
sized concerns or undertak’ngs which 
are generally run by individuals or 
firms will coirte and they are entitled 
to take this advantage. If so, what 
is the position of a sole proprietary 
firm which installs machinery or 
installs a plant? He is required under 
the proviso to earmark a certain 
amount and in that case, though these 
moneys which are set apart as reser­
ves may not be required tor that 
particular business, still, he cannot 
touch them for a number of years to 
come. Be cannot withdraw his moneys 
for his private purposes. He cannot' 
invest these moneys in other lines ot 
business. He cannot utilise these 
moneys for investment or securities. 
He cannot advance these moneys c t 
interest to outsiders. Is this really 
file object that is sought to be
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achieved by this proviso? I certainly 
tbiak that it is not the object In the 
caM a t a concern which is a sole 
proprietary concern or a partnership 
firm, really the business entity Is 
owned by individuals who are the 
beneficiaries themselves. To that 
extent, It appears to me, that the 
provisions of the proviso should not 
be applied to sole proprietary Arms 
or partnership Arms.

The second tacit assumption is that 
generally companies borrow money 
and invest it in new plant or machi­
nery. But, there are cases of com­
panies which, by prudent manage­
ment, have accumulated large reser­
ves. These large reserves could have 
1>een built up only at the expense or 
sacrifice of shareholders who have 
received in the past less or lower 
rates of dividends. If such companies 
invest out of their reserves, why 
should they be penalised further by 
being required to further deposit or 
earmark further moneys? That would 
impose a further restriction and call 
for further sacrifice on the part of 
the shareholders. Though in the past, 
they have received less which has led 
to the large accumulations being 
segregated, for the future, they would 
be required to take less in the form 
of reserves. Therefore, in my opinion, 
the provisions of the proviso should 
be restricted only to companies, pre­
ferably to those companies which try 
to invest in plant or machinery by 
borrowing capital from outside.

There is a second provision namely 
that the assets should not be transfer­
red for ten years. The object, as I 
have explained, is laudable that the 
concern or undertaking should not 
change hands rapidly after taking 
advantage of this rebate. But, there 
may be genuine cases where the 
transfer or assignment takes place for 
a reason beyond the control of the 
owners of that concern. Take, for 
instance, an individual. He dies or 
wants to retire. The sons or heirs are 
not willing to continue that industry

They may be inefficient; they may not 
be willing; the sons may like to go 
to other lines. They may like to be 
Doctors or Engineers. If they want 
to transfer such a concern, what hap­
pens? Again take the case of a partner­
ship firm where a partner dies, where 
a partner retires or a new partner it 
taken. In each case, in the eye of 
law, there will be a transfer of these 
assets from one entity to another, b  
it our intention that even in such 
cases, there should be deprivation of 
this benefit by way of development 
rebate? I am referring to these illus­
trations‘to show that this proviso or 
at least a part of it should not apply 
to sole proprietary firms or to part­
nership firms.

Secondly, even in the case of com­
panies, there may be genuine cases 
where a transfer has to take place. 
Shri M. R. Masani moved an amend­
ment embodying two or three cases 
where transfer takes place for legiti­
mate reasons. He argued and showed 
that in such cases no transfer should 
be deemed to have taken place. Take 
the case of amalgamation; take the 
case of re-organisation or mortgage. 
It is very usual for companies to raise 
fresh capital by mortgaging the assets. 
Even in respect of existing debenture 
trusts, what happens? You know it 
is usual to have all the fixed assets 
included in a mortgage. When you 
substitute a new machinery or install 
a fresh one, under the usual provisions 
of a debenture trust deed, it is deem • 
ed to have been included in the secu­
rity. But, we are seeking to exclude 
it. If it falls within the ambit of the 
usual clause, it would amount to a 
transfer and the man would lose the 
benefit of rebate. Therefore, when 
such a case arises, relief should be 
granted. I think the amendments 
which have been moved by my hon. 
friend Shri M. S. Masani, by Shrimatl 
Ila Palchoudhuri and Shri Bimal 
Ghose, which say that if a transfer 
takes place without the consent of the 
Government, then only, it should be 
deemed that the allowance or rebate 
lapses, should be accepted. I think
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IShri Nathwaal] 
these are good reasons, valid reasons, 
why is  sudh genuine eases, we should 
not deprive the companies or concerns 
of the benefits of this rebate.

Lastly, there is one provision, that 
is, para (i) at Explanation 1 in 
amendment No. 32. A doubt has 
been expressed in business circles 
whether under sub-clause (i) ot 
Explanation 1, the whole amount of 
the profit is to be wiped out by the 
permissible amount of rebate or only 
whether 75 per cent of such profits 
would be set off against rebate. I am 
told that the intention is to allow 
only the debit of 75 per cent of the 
actual profits in case the profits a n  
absent or inadequate. But, as the 
language stands, it seems clear to me 
that the whole amount is intended to 
be set off against the income of that 
particular year. I shall read the 
clause:

“the sum to be allowed by way 
of development rebate for that 
year—namely the year in which 
the income is less—shall be only 
such amount as is sufficient to 
reduce the said total income to 
nil;"

Does it leave any doubt in anybody's 
mind? Natural grammatical construc­
tion shows that the whole of the 
Income is to be set off against the 
permissible amount of rebate. There­
fore, though it is made clear that tne 
intention is not to wipe out the whole 
income of that particular year, but to 
leave 25 per cent of the income for 
distribution, still, as the clause is 
worded, I find that the intention Is 
not being carried out. That is all 
that I have to say.

Shrl w ™ 1 Ghoee: Is it the inten­
tion? We do not know whether what 
the hon. Member said now is the 
intention.

Shrt Morarji D eni; Yes. That is the 
intention.

ffh l Damanl: Sir, I  welcome the 
two amendments moved by the bon.

Finance Minister. Firstly, if the pro­
fits of the conoem are not adequate 
to cover the entire amount of the 
development rebate of the year, it 
can be carried forward up to a period 
of 8 years. Secondly, 75 per cent of 
the development rebate is to be kept 
in reserve which means that 25 per 
cent can be utilised for other pur­
poses. I want to make one sugges­
tion. If a choice is given to the 
claimant company to claim develop­
ment rebate in five years, it will be 
beneficial to the company. It will not 
affect the revenue of the Government 
in any way. On the contrary, it will 
regularise the revenue of the Gov­
ernment very much. For example, 
suppose a concern makes a profit of 
Rs. 12 lakhs and in that year, the 
company is entitled to claim a deve­
lopment rebate of Rs. 10 lakhs. 
Instead of claiming Rs. 10 lakhs in 
that year, if the company chooses to 
claim Rs. 4 lakhs in that year, then 
Government will get tax on the 
balance of Rs. 8 lakhs. Similarly, in 
the second year, if the profits are 
maintained at Rs. 12 lakhs, and the 
company again choose to claim Rs. 4 
lakhs, then also, Government will get 
tax on the balance of Rs. 8 lakhs. In 
the third year, the balance ot Rs. 2 
lakhs can be utilised. If Government 
allow this kind of facility, the revenue 
of Government will be regularised, 
and the companies will be enabled to 
distribute dividends or meet their 
other obligations. This will facilitate 
the companies, and also facilitate 
Government Therefore, I think that 
the Finance Minister should consider 
this aspect of the condition and give 
this choice to the company.

Secondly, my hon. friend Shrl 
Nathwani has explained the position 
about the reorganisation, amalgama­
tion and the mortgage of the concerns. 
That is also a very important thing, 
and that should also be considered.

Shrl ML R. Maaaal: Yesterday, I  
made the suggestion to file Finance 
Minister that the modification on the
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line* that the two previous speakers 
have suggested should be considered 
by him. X then said that I would not 
press my amendment, if he did not 
accept the suggestion, and I have, 
therefore, not moved my substantive 
amendment on the subject, which is 
on the Order Paper. But Shrimati 
Ha Palchoudhuri's amendment No. IS 
Is more or less on the same lines. In 
view of the thoughtful considerations 
that have fallen from the two previ­
ous speakers, especially from the 
opposite side, I would once again like 
to renew the plea that I made yester­
day in the course of the general 
debate that this is a modification that 
will carry out fully the purposes 
which Government have in view, and 
yet remove some of the hardships and 
deleterious effects which I tried to 
explain yesterday.

The other point on which I would 
like to make a brief remark, and 
where I am hopeful that the Finance 
Minister will meet our point, is in 
regard to the amendments moved by 
Shri Bimal Ghose, namely, amend­
ments Nos. 26 and 29. I myself have 
a similar amendment to clause 10, 
which I shall move when clause 10 is 
reached. But I am glad that Shri 
Bimal Ghose has moved his amend­
ments, because now on a second read­
ing of Shri Morarji Desai’s amend­
ments, it appears that it was neces­
sary to move them here also. This 
is a very small point and a very clear 
point, and I cannot conceive that the 
Finance Minister could possibly resist 
these two amendments. What do they 
say?

Instead of saying that a transfer of 
the plant can take place to Govern­
ment alone, the amendments say 'or 
to any other party with the consent 
of Government’. The two previous 
speakers have given examples, from 
the amendment that I had tabled and 
that had not moved, and otherwise, 
to show that situations may arise 
within ten years where it may be 
necessary to part with the property 
or have a transfer and yet Govern­
ment may net be interested in taking

th a t Government, after all, do not 
want to buy up every plant that wants 
to get sold or get transferred. I t  may 
suit Government to say, ‘Well, do not 
give it to us, but give it to another 
buyer. We will supervise the terms 
of the sale.’

Then, again, I do not think the legal 
implications have been well consider­
ed. May I point out that the Minis­
ter’s own amendment, the official 
amendment, permits people to utilise 
this plant and to raise loans or fur­
ther credits on it?

Now, one way of raising loans is 
through mortgages. This is a point 
which I would appreciate the Minister 
considering. When a mortgage is 
made, the legal title passes to the 
other party. It is a transfer of pro­
perty, although in equity, the bene­
ficial ownership remains with the 
man who has the property. While it 
is the intention of the Minister that 
all business purposes including the 
raising of loans should be open to the 
company, this clause as it now stands 
will prevent the mortgage or hypothe­
cation of the plant and the raising of 
funds on i t  That is not the intention 
of Government and yet, if Shri Bimal 
Ghose’s amendments are not accepted 
that will be the effect.

I do not want to waste the time of 
the House since the Minister has not 
given any indication, but I would like 
to think that in the spirit of the last 
para of Shri B. R. Bhagat’s memo­
randum distributed this morning, 
which says:

"In imposing a new restriction, 
one has to be cautious because, 
different companies are in differ­
ent financial positions and a rigid 
formula might, in certain circum­
stances, will hinder production.”

the Hon. Minister would accept these 
amendments.

I think the Members who have 
spoken before, all of us, have pointed 
out that so far as clauses 7 and 10 a n
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[Shri ML R. Masani] 
concerned, quite apart from the big­
ger considerations urged by Shrimati 
Ha Palchoudhuri, in bo far aa the 
facility to transfer the plant U con> 
earned, certainly, let Government 
guard against any misuse; let them 
have the final say as to whether the 
transfer should take place or not; but 
let them not insist that they should 
be the only parties to whom the 
plant should be transferred. Let 
them allow money to be raised by 
mortgages to other persons also. But 
legally, mortgage is a transfer of 
property, And today, I say that under 
the clause as it stands in spite of the 
intention of the Minister, a mortgage 
will not be possible, because it will 
be a transfer which will not be to 
Government. Therefore, the party 
will not be able to raise money 
necessary for the purpose of the 
business. In other words, this parti­
cular part defeats the purpose of the 
liberal amendment that the Finance 
Minister has made. I hope, therefore, 
that he will respond to the wishes of 
those who have gone into it  and have 
studied it and made out a good case, 
and add the words that Shri Bimal 
Ghose wishes to be added.

Shrimati 11a Palchoudhnri (Naba- 
dwip): I do press my amendment for 
the consideration of the Minister on 
the same grounds as the previous 
speakers have already pointed out. 
Shri B. R. Bhagat’s memorandum 
circulated to us this morning has also 
said that the object of any legislation 
that Government may bring forward 
today is to produce more in the 
country. If any obsolescent machinery 
can only be transferred to Govern­
ment, then, I think, in course of time, 
Government will be burdened with 
these things only.

Shri Morarji D eni: Government 
are not going to take i t

Shrimati IU  Palchoudbnrl: In these 
progressive times, in a period of ten 
yvars, many things would become 
obsolete. So, I should certainly press

that with the consent of O ovenaunt 
it can be transferred to other people^ 
and money raised,for any industry aa 
needed.

I hope the Minister will consider 
this aspect and see that when trans­
fers take place or mortgages take 
place, it can be done with some kind 
of fees, and no difficulties would be 
put in the way of greater advance­
ment of industry in this country.

Shri Bimal Ghees: May I  just
explain where my amendments should 
come in the amendments proposed by 
the Finance Minister?

I beg to move:

That in the amendment propos­
ed by Shri Morarji Desai, printed 
as No. 32 in List No. 6 of amend­
ments,—

in part (b) of Proviso to 
Explanation No. 2, after ‘1st day 
of January ̂  1958, insert ‘and 
where a company is less than 
five years old’.

That in the amendment proposed 
by Shri Morarji Desai, printed as 
No. 32 in List No. 0 of amend­
ments,—

in part (b) of Proviso to 
Explanation No. 2, after tran s­
ferred by the assessee to any 
person other than the Govern­
ment’, insert ‘or except with the 
permission of the Government'.

My other amendment remains as it
is.

I beg to move:

Page 6, line 8, add at the end:

"unless such sale, discarding, 
demolition or destruction has 
been approved by the Govern­
ment".

Before I  speak on my amendments, 
I  want to refer to a small point, and 
tha t is with regard to a concession
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given to shipping companies, which 
we have all welcomed. But there is 
this question whether this concession 
that we have given to shipping com­
panies should not entail any obligation 
on the part of the shipping companies 
themselves in regard to the distribu­
tion of their dividends. I find that 
lately, in 1956-37, all the shipping 
companies have increased their divi­
dends. The dividends ranged from 
ten to fifteen per cent Now that we 
are giving this facility to shipping 
companies because we realise that It 
Is an important industry which should 
be promoted and encouraged, does not 
a duty devolve upon the shipping 
companies themselves that they will 
not fritter away their resources by 
distribution of dividends but, on the 
contrary, try to take them to the 
reserve so that it may be utilised for 
the purchase of ships? I would, 
therefore, like to invite the attention 
of the Finance Minister to this aspect 
of the question as to whether Gov­
ernment have not any duty in this 
regard.

In my first amendment I seek that 
some concession should be given to 
new companies. If I remember aright, 
the concession was given to the new 
companies under the Wealth Tax Bill, 
that is, the companies which were 
less than five years old. Yesterday, 
while the Finance Minister was speak­
ing, he conceded that there might be 
a case for new companies, but he went 
on to say that the shareholders should 
abstain, and let them not have any 
dividends for four or five years, and 
that there should not be any difficulty 
if this provision were enforced. But 
the position is this, that it is not a 
question of the shareholders abstain­
ing, but it is a question of the new 
companies finding themselves in diffi­
culties, because if they cannot pay any 
dividends, the public may not be 
interested in purchasing the shares. 
This difficulty will be felt unfortu­
nately by the small companies only, 
because big companies have their own 
reserves, or make sufficient profits. 
So if they undertake any expansion,

unless it be on a very large scale llfce- 
Tatas, there will be no difficulty. The 
small companiesawill find themselves 
in difficulty, because they will not be 
able to distribute any dividends if 
they are not permitted to use it for 
that purpose and therefore they may 
find difficulty in raising capital. So 
that small companies may not su ite  
I propose this amendment and I hope 
the Finance Minister would give his- 
consideration to it.

The other amendments have already 
been fully explained by the other 
speakers and I need not say anything 
more. There is an amendment No. 29* 
in regard to sub-clause (c) of clause- 
7, which also needs the same amend­
m ent namely, selling, or demolishing' 
or discarding. I think that should* 
also be permitted, because it may be 
necessary to discard or demolish plant 
or machinery which might have- 
become old. But whether it has 
become old, or is no longer of any 
use is something over which Govern^ 
ment should also have a say.

I hope these amendments are rea­
sonable and they will be accepted by 
Government.

Shrl T. N. Singh; Sir, I find myself 
rather in a different position from 
other colleagues who have just now 
spoken. I must, however, pay tribute 
to the excellent lobbying that has been 
done in this regard, so that I find 
Opposition Members, Mr. Masani and 
some of my colleagues on this side 
expressing almost identical views in 
regard to this development rebate.

Shrl M. It. Masani: Great men 
think alike.

Shrl T. N. Singh: Sometimes they 
think muck.

I want to say that the House should 
give a little more thought to this 
question. Firstly let us remember that 
the development rebate system is 
something unique. Except for the 
shipping companies, nowhere else in 
the world does any industry get this 
kind of facility, except in India. 
It is therefore time that we ap-
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[Shri T. N. Sintfi] 
plied our mind, whether we should 
.go cm giving concessions, reliefs and 
other kinds of help and assistance in 
various ways. If we want to give some 
.subsidy, or help, why not frankly say 
•this is the amount which we shall 
give to industry. These are all in­
calculable amounts; what a particular 
concern is getting by way of relief, 
by  way of concession, by way ot 
actual help or assistance, nobody 
knows in terms of rupees. And yet 
■we are always faced with the unhappy 
situation where somebody, some pro­
tagonist of a shipping company comes 
and says: Oh, Government is not 
helpful; they have done nothing for 
us. Because you have nothing to 
say in terms of money. All these 
kinds of concessions are so in­
tangible that nobody can calculate. 
So I expect our Finance Minister, 
who, I know, is a very frank 
n a n , and calls a spade a spade, 
to  bestow some attention on this mat* 
ter. I am really not happy about the 
position where we go on giving con­
cessions to various concerns in various 
ways not knowing the extent and 
nature of the concessions, reliefs and 
help given. That is my objection num­
ber one.

So, I have not found myself m 
general agreement with the system 
of development rebate as it has been 
in practice here for some time now.
I was not happy even when it was 
introduced.

Coming back to the specific ques­
tion, one of the underlying funda­
mentals was that this concession 
would not be utilised for the pur­
pose of distribution of dividend. That 
was one principle. I hope there is no 
agreement on that point. That is con­
ceded. After all it  is State's money, 
the tax-payer’s money. We are giving 
certain reliefs not for the purpose Ot 
a particular company being able to 
distribute dividends. I can understand 
relief being given for a national pur­
pose. But when anything out of this 
rebate goes for dividend purposes, 
then you are defeating the very ob» 
fre t of this A ct

Let us assume for flu  time being 
that this is a  very sound prlnc^l* 
which is in national interest, and for 
industrial development of the country 
we should give this concession, I  had 
contested that in the beginning. But 
assuming that as a desirable object, 
is it not expected when this rebate 
was granted some years ago by the 
previous Finance Minister and the 
House accepted that proposal that 
these concessions are not utilised for 
dividend purposes, for distribution of 
dividend?

I want to put a very frank question. 
I  would ask the Finance M in ister- 
let him tell us frankly—whether the 
concession that is being given will 
not result in this concession being 
utilised for purposes of distributing 
the dividend. I feel that it is
going to happen. I claim to know 
more facts and I claim to know the 
situation that would arise. Why cut 
at the root of the very principle? 
After all this House accepted this 
principle of developmental rebate on 
certain considerations. One of the 
main considerations was that this con­
cession shall not be utilised for pur­
poses of distributing the dividend. 
That purpose is being defeated. I
say that we are going against the
very decision that this House has
taken, the very principles and poli­
cies which We have accepted.

Shri Bimal Ghose: Where?

Shri T. N. Singh: I want to know 
whether this amendment, and the 
amendments to it suggested by my 
hon. friends, will not result in a situ­
ation where dividends can be distri­
buted out of concessions received 
from the developmental rebate.

Some Hon. Members: No, no.

Shri T, N. Singh: I t  is easy to say 
no. I  would sugegst to the Finance 
Minister that it Is not a  m atter which 
can be discussed here, in the whole 
Rouse. I t  is not possible. I wish t  
could, and I  am prepared to discuss 
It. I  am not running away from I t  If



« ri*3 Mmmcc Bill 28 APRIL 1988 Finance BiQ m u

what I «m layin< Is correct, then let 
Mr. Masani and his other colleagues 
come out, we shall sit together across 
the table and discuss the issue. He 
has got his figures; I have got mine.

Shrl 1L E. Masani: Then let us 
have a Select Commitee.

Shrl T. N. Singh: We can go out 
and discuss and prove to each other.
1 will be content if the Finance Min­
ister says whether my statement is 
correct or not.

Shrimati 11a Falehoudhuri: On a
point ot clarification: may 1 ask the 
hon. Member the average profit that 
any company or industry makes now- 
a-days.

Shrl T. N. Singh: The average pro­
fit ranges from all kinds of figures, 
from 6 per cent to 24 per cent

An Hon. Member: We want to know 
the average.

Shri T. N. Singh: It is no asking 
what is the average return that a 
company is getting out of any loan or 
assistance that Government gives in 
the shape of money loans, etc., to 
companies. Some are interest free. 
Government have recently given 
Rs. 10 crores interest free to each of 
the two big steel companies. Then 
the development rebate comes in. 
That is indirect assistance. Besides 
that we guarantee all the loans that 
have been taken from abroad. The 
tax-payer is liable for that; the con­
tingent liability is that of the tax-pay­
er and the State. It is our object to 
attract capital, so that it may con­
descend to do something in the nation­
al interest by starting new industries. 
They are so patriotic that they re^ 
quire all these inducements. They 
won't do it otherwise They want to 
be sure of their returns on any 
money they invest; they do not want 
to take any risk. I say give them all 
the help they want. They want a 
price for everything they do. You 
give them. But let us know what you 
are giving. We are all in the dark.

This kind of assistance by the back­
door, by rebates, concessions and re­
liefs is entirely undesirable. We do 
not know where we stand. We have 
to hear every time, day in and day 
out, in this House and outside, that 
this Government is doing nothing to 
help the shipping industry. What has 
this Government not done for helping 
shipping? What have we not done to 
help private industry? Yet capital is 
shy. Therefore, I urge that let the 
various kinds of relief be calculated; 
let it be worked out in rupees, an­
nas, and pies. Give it to them 
straightway, but not in these devious 
ways. We know where we stand.

Then there is this question of 
transfer. They can transfer it to any­
one, with Government’s consent ot 
course. Thank God for that mercy. 
But I ask why should it be transfer­
red? Sitting in the Public Accounts 
Committee, I know that I have said 
many harsh things against our own 
Government and here I was applauded 
on the last occasion. What do I say? 
I say that their expenditure was ill 
thought out, they should not have en­
tered into this. Now, they cannot do 
anything to make anything out of it  
That is the criticism. Everyone wel­
comes it. But they want to overlook 
it, eschew all such things. These peo­
ple invest in machinery. They want 
to sell it away the next year—or in 
two or three years. They cannot keep 
it even for ten years.

Shri M. K. Masani: Suppose they 
want to mortgage it.

Shri T. N. Singh: I am coming to 
that. Have patience. “Rest perturb­
ed spirit, rest."

That is the position. The argument 
was that that particular gentleman 
might die due to causes of native. 
That has been advanced as a justifica­
tion for transfer because death also 
amounts to transfer.

Shrl Nathwanl: May I ask one 
question? In a partnership, is it not
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[Shri Nath want] 
usual for one of the partners to die? 
In that case, does transfer *ike place 
or not?

Shri T. N. Singh: I am coining to 
that There is a difference. There is a 
difference between death duty and 
the stamp duty on transfers.

Shri Nath waul: How does it affect?

Shri T. N. Singh: The two are 
different things. This is not going to 
stand. Anyway, the law as stands—I 
am not a lawyer; probably my hon. 
friend is a Solicitor it. . .

Shri Nathwani: That is our diffi­
culty.

Shri T. N. Singh: That difficulty is 
there, but commonsense is also there. 
Therefore, I say that this is not a 
thing that stands. Then about mort­
gages, yes. But do they amount to 
any transfer?

Shri M. R. Masani: Yes, definitely. 
Ask the legal advisers of the Gov­
ernment

Shri T. N. Singh: The man who is 
raising some money by pledging that 
property continues to make use of 
that property.

Shri M. R. Masani: No, the pro­
perty passes in law.

Mr. Speaker: I am afraid the hon. 
Member is treading dangerous 
ground. Mortgage is a transfer. He 
need not walk into their parlour. He 
might say—even if it should be an 
assignment, I am opposed to it.

Shri T. N. Stagh: I would certainly 
take guidance from an eminent law­
yer like you, Sir, in such matters. But 
what I feel is that these small techni­
cal points cannot justify a blanket 
rule whereby transfers can be permit­
ted.

Shri M. R. Masani: There u nothing 
blanket; it is with the permission of 
Government. What can be less 
Wankety than that?

Skri T. N. flbigfc: Bat than is bo
limit I am against vesting so mwah 
discretion with our Government 
Everybody is willing to hit at tiie 
Government for small things. Why 
did they permit that in the caw of 
this man, why not in the cue at ft*  
other man? Why should Government 
take upon themselves this burden and 
this onerous task?

Aa Bon. Member: Corruption will 
grow.

Shri T. N. Singh: As a matter of 
fact I am one of those who has be­
lieved in restricting Government's 
discretion as much as possible in mat­
ters of income tax, excise duty or 
customs duty. Hie reason is obvious. 
Even Shri C. D. Deshmukh, one 
of our distinguished Finance
Ministers, when we were discuss­
ing the Estate Duty Bill, said
that he did not want to take any dis­
cussion. That was a sound principle. 
We should stick to that I do not want 
so much discretion to be vested in 
Government in this matter. If then 
are any genuine difficulties, we
can look into them. That is another 
matter. But we cannot legislate giv­
ing general pennission to any and 
every concern, with the Government’s 
consent, for transfer of its develop­
mental assets.

Shri Heda (Nizamabad): I always 
hold my hon. friend, Shri T. N. Singh, 
in high esteem for his opinions, but I 
think once in a way we should differ. 
I tried to understand his arguments. 
I regret to state that I am not able 
to appreciate them.

As he stated, I think then are no 
two opinions on the matter that this 
development rebate is not to be 
allowed for the use of payment at 
dividends. That is not the spirit of 
the Government amendment nor of 
the whole scheme. The point is that 
a company makes a profit. Then, what 
are the preferences? Shareholders 
should get some dividend. How is the 
balance to be used? Rather, the whole 
scheme of the development rebate Is 
intended aa a sort of inducement to
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the management or the shareholders 
not to take a greater amount as divi­
dend but to be. content with a 
amount and invest the balance for 
development purposes. That has been 
the inducement, and Government have 
done very well by introducing this 
scheme, however novel it may be.

So far as the existing companies 
are concerned, if you look at their 
expansion programmes, the main cre­
dit for their success in achieving the 
targets in the private sector goes to 
this scheme of development rebate. 
Therefore, I do not think we need 
be sorry for introducing such a 
scheme. Rather, we should be proud 
that we have envisaged a very good 
scheme which has brought us divi­
dends and produced good results.

Now, the first idea of Government 
was not to give any time-limit. They 
had come with the scheme that the 
whole development rebate may be 
used only in one year. In reply to th*“ 
debate, the Finance Minister was good 
enough to make an announcement, 
and at that time, it appeared that he 
made it for 8 years and it was very 
much welcome. It may be my fault 
that I did not catch the whole thing 
correctly. When the amendment came 
in black and white, I found that 
what I took to be was not so. What 
was given by one hand, though not 
taken away totally by the other, has 
been substantially denied in other 
ways by making a condition prece­
dent that the total income should be 
brought to nil. As regards this point, 
I would like to ask him whether he 
wants that shareholders should have 
some dividend or no t There is a 
difference between the income that 
the shareholders have and the income 
that the companies make. Many times 
companies make huge profits. All 
those profits are not divided among 
shareholders. Generally, the dividend 
is S per cent or fl per cent and in 
some eases 8 or at the most 10 per 
se n t The dajs when dividends used 
to  be 25 o r even 40 per cent are gone. 
Now dividends are much lower. That 
Is why nobody is bold enough to float

new companies. Capital is Ay, because 
nobody thinks that it will bring in 
the high dividends they used to.

So the question is whether we want 
to deny the shareholders even a 5 
per cent or 6 per cent dividend for 
the sake of expansion of the scheme. 
And what is the benefit of the expan­
sion of the scheme? Suppose the total 
share capital is Rs. 50 lakhs. Today 
the assets of the company amount to 
Rs. 2 crores and by the development 
rebate, they go to Rs. 2i crores. But 
the share value docs not increase, 
because when the percentage of divi­
dend does not increase, the share 
value docs not increase. The share­
holder is not benefited. In old days 
people who were purchasing the 
Rs. 100 shares were expecting that 
they may not get any dividend for 
the next three or four years. After* 
wards, the company may start paying 
10, IS or 20 per cent. In case the 
company makes 10 per cent, the share 
value will go up from Rs. 100 to 
Rs. 150. Therefore, in the hope that 
he can sell the share at that time and 
get a profit of Rs. 50 he was invest­
ing the money. That attraction for the 
middle classes and other persons who 
were possessing these shares 
has gone away. Even if an ex­
pansion takes place in the assets 
of the company as a result of 
the development rebate, the share
value does not increase and so there 
is no attraction to the shareholder. 
The main question, therefore, is should 
we deny the shareholder even the S 
per cent or the 6 per cent of divi­
dend before he takes advantage of 
this development rebate? I am plead­
ing that this aspect of the matter
should be considered. So a simple 
rule should be made that any com­
pany not paying a dividend more 
than the average dividend it has been 
paying for the last S or 5 years—tne 
period may be specified—may take 
advantage of the development rebate 
scheme up to 25 per cent in the course 
of any number of years—S years or 
B years as the Government propose.
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{Shri Heda]
My only point is that the first 

change on the profits of the company 
A ould be that of the shareholders— 
*nd it is not an exorbitant one and 
may be up to 5 per cent dividend. To 
that we should allow first preference 
and development rebate and other 
things should follow. I hope Govern­
ment will take a sympathetic view of 
this aspect of the question.

Shrl Tanfamsni; I rise to oppose 
clause 7. After coming here I find 
that amendment No. 32 has been 
moved by the hon. Finance Minister 
himself.

Mr. Speaker: Is the hon. Member 
opposing both the clause and the 
amendment?

Start Ifcngamani: The amendment 
wants to replace the entire clause. I 
want to oppose the clause itself; and 
the amendment is still worse. During 
the first reading itself, on behalf of 
our group, Shri Vasudevan Nair has 
made it clear that we are opposed to 
any development rebate. In the case 
of the new plants which have been 
set up, there is ample provision in the 
Companies Act itself by way ot ini­
tial depreciation. The initial depreci­
ation is generally much higher than 
normal depreciation. So, instead of 
adopting this normal course, if we 
adopt this abnormal course of deve­
lopment rebate, it will lead only to 
more and more slippery ground.

In the original clause there were 
certain safety provisions. In the 
amendment which has been moved, 
these safety provisions have been 
removed. The further amendments 
which have been moved only sup­
port the fears expressed by my hon. 
friend, Shri T. N. Singh as to how 
we are going into still slippery 
ground.

I wish to read only certain portions 
of the memorandum which was dis> 
tributed to us today. So far as the 
development rebate is concerned, 25 
par cent baa been allawed end it  is

restricted to installations of new 
plants and machineries. The two 
conditions that were sought to be im­
posed by the original clause were 
that the company that claims the 
development rebate should, for * 
period of at least 10 years, put in 
resources an amount equal to the 
development rebate and that the com­
pany, for a period of 10 years, should 
not dispose of the plant and machi­
nery on which it has obtained the 
development rebate.

The spirit of this amendment la 
twofold. The first change that ta 
brought about is that it allows com­
panies to claim development rebate 
not only in the year of installation 
but in 8 years following. The second 
change that is brought about is that 
the amount that has to be put in the 
reserves should not be equal to the 
actual tax-saving as claimed by the 
industry but that the tax-saving will 
be 50 per cent of the development re­
bate. Now, it is going to be one and 
a half times the tax-saving. Under 
these circumstances, I say the mis­
chief which is likely to be caused is 
going to be greater. We oppose the 
clause itself and the amendment is 
still worse. The other amendments 
which have been moved take us te 
more and more slippery grounds.

Shri Achar (Mangalore): I would 
like to say a few words on this ques­
tion of development rebate. I am in­
clined to agree with Shri T. N. Singh. 
I think the real question is more or 
less to give a  kind of protection to 
some industry. The general problem 
that is involved is the question whe­
ther there should be some protection 
to some industry. If you want to give 
protection to a particular Industry, 
whether it is shipbuilding or any 
other industry, that question must be 
looked into from that point of view. 
There is the Tariff Commission. They 
look into the cost of production and 
other aspects which would decide the 
matter for the benefit of the nation as
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« whole. Instead of giving this deve­
lopment rebate, a sort of indirect pro­
tection, it would be better if the ques­
tion if viewed from a general point 
at view.

As Shri T. N. Singh put it, we do 
not know how exactly this develop­
ment rebate works out and how far 
it will affect the question of distri­
bution of dividend also. Not only 
that; we will not be knowing exactly 
what we are giving and what we are 
•a t giving. So, to make it clear as to 
which industries we are protecting and 
to what extent, it would be better to 
consider the problem in that spirit.

Take the whole problem and And 
out which of the industries require 
protection. The House can quite agree 
to give protection to a particular 
industry which deserves it. I submit 
that instead of having this more or 
less secret—at least the thing is not 
clear—-instead of adopting that method 
we should adopt the method of having 
a regular enquiry into the matter and 
come to a definite conclusion as to 
which industry and to what extent 
should be helped. It vrould be better 
to consider these problems from that 
point of view—I may be permitted to 
say—at least not in an indirect man­
ner.

Shri Morarji Desai: Sir, I have con. 
sldertd these points which have been 
raised in the amendments and also 
by my hon. friend. Shri Nathwani, 
for many days. Whereas there may be 
something in what they say. I am not 
convinced that there is going to be any 
very great difficulty as they are ima­
gining. But, at the same time, I was 
not very happy when I heard my hon. 
friend, Shri T. N. Singh, not because 
of the arguments that he gave, but 
particularly because of the attitude he 
took as regards the hon. Members who 
■poke. TTiere can be honest opinions 
in agreement from different sides of 
the House on different questions. Why 
should we say it is lobbying and all 
that sort of thing? That does not help 

jm, because; then die other persons 
will say that the Opposition also lob- 
'Med with Mm and he also agreed with

my communist friends. That is what 
other people might say. I do not think 
this helps us in any way, though I 
cannot say that all his fears are la 
vain. But we cannot always go merely' 
on fears; nor can we completely dis­
regard possibilities. That is the line- 
which this Government generally 
takes.

Then, again, there seems to be an 
idea on the one side that we are ob­
liging these companies and doing 
something which it is not necessary 
to do in the interests of the country. 
On the other side, there is the -idea 
that we are throttling the companies 
and that we are carrying a prejudice 
against them so that we want to harm 
them or do them away with by an 
indirect method. Both these attitudes- 
to my mind are based on suspicions or 
hearsay. I can understand my Com­
munist friends saying what they say 
because they believe in an ideology 
where they want to remove a certain 
section of the society completely and' 
have everything in the hands of Gov­
ernment. That I can understand. But 
we have belief in mixed economy. 
Democracy means mixed economy to* 
my mind. But that does not mean that 
any sector or any part of the society 
takes advantage of the other. On that 
we want to be careful and are careful. 
There are bound to be holes in any 
society. Even in totalitarian societies, 
there are holes. One can never say 
that there is no smuggling in totali­
tarian States. There is smuggling 
even there. There are thefts even 
there and people take advantage of’ 
various things there. It is part of' 
human nature. We can only minimise 
these disadvantages and that is what 
we are trying to do.

As regards the advantages given to- 
the companies, We are not giving any 
advantages which will profit private- 
persons merely as such. If a deprecia­
tion allowance is given, it is given 
because H is to be given if a factory 
is to exist. Depreciation allowance is 
very necessary. Otherwise, it would’ 
be ridiculous and nobody will start a*

5
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[Shri Morarji Desai] - 
factory. I am prepared to say that all 
those who do business do not do it In 
the national interest to start with. 
But, therefore, I cannot say that they 
do not work in national interest. Hie 
■primary urge may not be national In­
terest. But how can that interest be 
said to be governing many people in 
this country? It is not. Everybody 
'has some private interest which guides 
him. We have only to see that that 
private interest does not go against the 
national interest and that is what we 
are trying to do.

It is easy to know from the figures 
of any factory, if anybody wants to 
find out, what are the concessions 
given. It is not difficult to calculate 
them. We have got the laws and the 
income-tax and we know what con* 

•cessions are given.

Shri T. N. Singh: It is easy for you, 
not for us.

Shri Morarji Desai: My hon. friend, 
as Chairman of the Public Accounts 

•Committee, has done great work and 
his anxiety to know more and more 
goes on increasing the more he knows. 

'That is where the difficulty arises. 
Why does not he know everybody and 
everything? When there is some 
danger we certainly should know. It 
is necessary for the Government to 
know all this and therefore the Gov­
ernment knows many of these things. 
But everybody cannot know and will 
never knew, even if he becomes a 
-genius, everything in this world That 
is not possible. But, for that, no sus­
picion need be raised about every­
thing that we do not know.

In this particular case, when we are 
‘giving development rebate, the deve­
lopment rebate was started four yean 
ago. It is not started this year. It 
is given because we are an under­
developed economy and we want to 
develop our country. We cannot 

■compare  our country with aomrtrt— 
Which are already developed where 
mariy difficulties do not arise. Xt

should not be imagined that our 
trialists also work under all easy cir­
cumstances and they have no difficul­
ties at all. They have also difficulties. 
There are people who take advantage 
of many things but they also come to 
grief and bring others also to grief 
ultimately. That is also there.

Shri T. N. Singh: Not often.

Shri Morarji Desai: I  am not saying
that most of the people are doing so. 
It will be an evil day if we imagine 
that the majority of our countrymen 
are doing like that. I do not think it 
would be a right thing to presume 
because that presumption will not 
allow us to do anything. Many a time,
I have found in the case of several of 
my lawyer friends who do only cri­
minal practice that they disbelieve 
every person whom they talk to. They 
think they are lying because many a 
time they come across witnesses who 
lie . . .

Shri D. C. Sharma (Gurdaspur): 
What about Magistrates?

Shri Morarji Desai: The Magistrates 
have a more balanced view because 
they know both sides and they do not 
get only one-sided view and so they 
have a balanced view which is a judi­
cial view. A lawyer’s view is not a 
judicial view; it is a one-sided advo­
cate’s view. So, he is also responsible 
for perpetuating some of the wrongs 
because he supports, advances and 
advocates this. Therefore, this thing 
happens.

Let us, therefore, not be considering 
these matters from these extreme 
points of view but take a reasonable 
view of human society and then pro­
vide these things. Otherwise, I  do not 
know whether we will be able to pro­
vide any workable law. I t will bo 
very difficult.

We are giving this development re­
bate in order that our industries may 
advance more. It is an Incentive 
given to them. We are not giving 
anything which is coming from the
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Budget This is a thing which will 
accrue only if they go on expanding. 
We want them to expand. Therefore, 
It is an incentive. It can certainly be 
said that this money belongs to Gov­
ernment. It is, therefore, that we im­
pose conditions. Then my industrial 
friends say that we are being hard. I 
am afraid they are not correct when 
they say that. If we say that they 
must get 51'S per cent of rebate, it is 
really the income-tax part of it, to 
which they are not entitled. It is 
given to them as an incentive. We 
are quite right in insisting that it must 
be utilised only for the legitimate busi­
ness of the concern and for furthering 
the cause of the concern rather than 
for distributing profits. We have 
therefore kept a minimum of ten years 
during which it could not be done. I 
do not see how by any stretch of ima­
gination this reserve can ever be uti­
lised for giving dividends. It is pos­
sible that as a result of expansion they 
may get more profits and from those 
profits in future years they can give 
more dividends. That is possible. But 
they cannot utilise this money for giv­
ing dividends for ten years. After ten 
years, maybe, it may be possible. 
Therefore, we need not be afraid that 
this will be utilised for giving divi­
dends.

Shri T. N. Singh: As against the 
previous position, will not the scope 
for profit distribution increase? I 
wanted to know this. Supposing the 
profit was of the order of Rs. 5 or 
Rs. 6 lakhs, as the note supplied by 
Shri B. R. Bhagat himself says, as a 
result of this concession will not the 
scope for profit distribution increase 
compared to the previous position?

Shri Morarjl Desai: As against a 
position where hundred per cent was 
supposed to be taken to rebate, we 
have certainly released 25 per 
cent . . .

1 Shri T. N. Singh: For dividend pur- 
poses.

Shri Monuji Desai: . . .  of their 
>wn money—not the money of the

Government. Let it not be imagined 
that we are giving any money out of 
Government income-tax for giving 
dividends. That is not what we are 
doing. When we are asking them to 
reserve 48’5 per cent more we are 
taking awny from their own money, 
from their capital or from their pro*
fits to be set apart along with the
reserve created from the income-tax 
of 51 *5 per cent. Out of that we have 
now given 25 per cent. We have 
released that because we thought that 
it was not proper that we should say 
that we gave 51*5 per cent: let
them also give an equal amount. 
I do not think it is necessary. 
For their bona fides, we want 
to say that they must also set
apart 23‘5 per cent. They are also 
earnest in earning the rebate. That is 
what we want. We want them to 
earn the rebate. Therefore, we are 
doing this.

Formerly, there were not these 
stringent conditions. There were no 
conditions before. On the contrary It 
is more stringent.

Shri T. N. Singh: Now, you have 
relaxed it again.

Shri Morarjl Desai: We are not re­
laxing it at all. Therefore, I am not 
accepting the amendments moved. I 
am not accepting even the amendment 
about the consent of Government be­
cause I do not want to assume more 
powers which will give us more blame 
than credit. More than that, this 
Government at any rate is not anxious 
to have more powers except it be abso­
lutely necessary in the interest of the 
people themselves.

We do not want to take this power. 
There are thousands of concerns—
30.000 companies or more, and there 
may be some private ones also as my 
hon. friend Shri Nathwani stated. If 
all these people go on applying to Gov* 
emment for some transfer or the 
other, when am I going to dispose 
them off; when am I  going to look into 
them? It is therefore, Sir, that we 
do not want to have fliis power.
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[Shri Morarji D eni]

Then, as to whether this will cause 
any hardship, why should there be a 
transfer within ten years? I do not 
know. There is the question of amal­
gamation of two concerns. But the 
amalgamation can also be with the 
motive of writing off the loss into one 
which is making profits. How can I 
agree to that sort of amalgamation to 
be accepted.

Shri M. R. Masani: Sir, I raised the 
question of mortgage for raising funds 
for purposes of the business allowed 
by the Minister.

Shri Morarji Desai: I am coming to 
that. The words used are: “sold or 
otherwise transferred”. My hon. 
friend. Shri T. N. Singh is not a 
lawyer; I am not a lawyer either. T 
have been advised that under this 
clause those simple mortgages are not 
going to be covered. But if there is 
any such difficulty, we will certainly 
consider it.

Shri M. R. Masani: Will the hon. 
Minister add an explanation saying 
that a simple mortgage may not be 
considered as transfer? Then I win be 
quite satisfied. I have got, in my 
amendment, a similar explanation; if 
he accepts that, I will be quite satis­
fied.

Shri Nathwanl: The word "Transfer” 
in juxtaposition with the word “sell” 
will certainly include mortgage where 
the entire property is not conveyed 
or conveyed subject to a right of 
redemption. In case of simple mort­
gage the property is transferred. Here 
the words are “sell or transfer". 
Therefore, it is not merely the change 
of ownership with all the rights it 
may be, something less than that; but 
still it would amount to a transfer.

Shri Morarji Desai: I do not want 
to enter into an argument over this 
matter. I am not a lawyer and, there­
fore, I cannot argue about it. It is 
rally a judge who can give a decision 
in this matter; neither my hon. friend 
there can give it nor my learned friend

here, who is learned in law, can give 1ft. 
If there is any difficulty we shall cer­
tainly see that that difficulty is re­
moved, We are not averse to coming 
before this House often. If there are 
difficulties we shall remove them. X 
do not think any difficulties will be 
created as a result of this. In all le£> 
timate purposes we want to see that 
impediments are not placed but we 
also want to see, as my friend Shri 
T. N. Singh says, that nothing is mis­
used. Therefore, we do not want to 
create conditions whereby we may 
have to regret afterwards that there 
was a loophole and we are now going 
to plug that loophole. We do not want 
to take that course. Therefore, we do 
not want to depart from the wording 
that has been used. But I can assure 
my hon. friend that there is no inten­
tion of restricting anybody beyond the 
spirit which is involved in this amend­
ment. I hope, therefore, that my hon. 
friends will accept this assurance, that 
if there is any impediment we shall 
certainly come forward to remove it.

Shri M. R. Masani: I understood
that the hon. Minister was prepared 
to add an explanation to say that a 
mortgage for purposes of raising 
funds would not be a transfer under 
this section, because our advice is 
that it is a transfer and it will bar 
all mortgages.

Shri Morarji Desai: I am not pre­
pared to add anything to this just 
now. As I said, if I find any actual 
instance of that I shall certainly come 
forward before this House; nothing 
much is lost in that time.

Shri Nathwanl: May I take it that 
it is not the intention of the Govern­
ment to treat it as a transfer when 
there is a change in the constitution 
of a firm?

Shri Morarji Desai: That js not a
transfer at all.

Shri Nathwanl: Very well; then 1 
am satisfied.
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Start Morarji Desai: Administrative­
ly whatever impediments can be re­
moved we shall remove.

An Hob. Member: About the rebate 
in .........

Mr. Speaker: Order, order. Hon. 
Members had their turns and they 
were given time to express their 
views fully. I shall now put amend­
ments Nos. 27, 28 and 29 moved to 
amendment No. 32 to the vote of the 
House.

The amendments were put and 
negatived.

Mr. Speaker: I shall now put 
amendment No. 13.

The amendment was put and 
negatived.

Mr. Speaker: Now I shall put 
amendment No. 32. Those in favour 
of this amendment may say ‘Ave’. 

Several Hon. Members: “Aye”.

Mr. Speaker: Those against may 
say “No”.

Some Hon. Members: “No”.

Mr. Speaker: I think the "Ayes” 
have it.

Some Hon. Members: The ‘‘Noes"
have it.

Mr. Speaker: Shall we devide now? 
Shri T. N. Singh: Sir. there is a

convention that during the lunch 
interval no division is pressed for.

Mr. Speaker: All right. It will
stand over.

Shri T. N. Singh: They are not 
pressing it.

Shri Narayanankntty Menon: Not 
now, but afterwards.

Mr. Speaker: I shall put clauses 8 
and 9 together. The question is:

“That clauses 8 and 9 stand 
part of the Bill.”

The motion was adapted.

Clauses 8 and 9 were added to the BiU

Mr. Speaker: Then we come to 
clause 10.

Shri Morarji Desai: I beg to move: 

Pages 8 and 7,—

for lines 33 to 41 and 1 to 4 
respectively, substitute—

“(II) Where an allowance by 
way of development rebate has 
been made wholly or partly to 
an assessee in respect of a ship, 
machinery or plant in any year 
of assessment under clause (vib) 
of sub-section (2) of section 10, 
and subsequently at any time be­
fore the expiry of ten years from 
the end of the year in which the 
ship was acquired or the machi­
nery or plant was installed—

(i) the ship, machinery or plant 
is sold or otherwise transferred 
by the assessee to any person 
other than the Government; or

(ii) the assessee utilises the 
amount credited to the reserve 
account under that clause—

(a) for distribution by way of 
dividends or profits; or

(b) for remittance outside 
India as profits or for the crea­
tion of any asset outside India; 
or

(c) for any other purpose 
which is not a purpose of the 
business of the undertaking”.

Shri M. R. Masani: I beg to move:

That in the amendment propos­
ed by Shri Morarji Desai, printed 
as No. 33 in List No. 6 of amend­
ments,—

in clause (1) of sub-section 
(11), after “Government” insert 
“without the previous consent of 
the Government.”
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[Shri M. R. Masani]
Mr. Speaker, Sir, this amendment 

is in similar terms and similar lines 
to those moved by Shri Bimal Ghose 
to clause 7. On being discussed, I 
had really hoped that a modest 
amendment of that kind, which met 
real difficulties which were pointed 
out not only by myself but by hon. 
Members opposite, would have been 
accepted by the Minister. I really 
cannot conceive why, when difficulties 
are pointed out and rather a very 
courteous clause was moved provid­
ing for consent of Government for 
transfer in case where it was neces­
sary for the purpose of business like 
a mortgage, it should not have been 
accepted. A real difficulty was 
pointed out that the clause as it now 
stands will bar the raising of funds 
for the purpose of business, which 
the Minister’s own amendment ad­
mits. Yet, Sir, this has been rejected 
without any convincing reason being 
given by the Minister. Yesterday, 
the Minister was accused of rigidity 
by certain Members of the Opposition. 
I am sorry to say, with great sad­
ness, that this is certainly an example 
where he has shown rigidity which 
one feels sorry about.

Shri Morarjl Desai: The rigidity 
seems to be applying only on one 
side; the hon. Member is not rigid 
a t all when he sticks to his own.

Shri M. R. Masani: I did not move 
a very important amendment after 
what he said yesterday; that shows 
how rigid I am.

Shri Monurji Desai: That is all 
right. After giving all this assurance, 
if my hon. friend is not satisfied I 
can only say, I am sorry. There is 
not going to be any difficulty. Yet he 
says that there is difficulty. I am 
prepared to suffer the title given to 
me of being rigid, but I am not pre­
pared to accept his amendment.

Mr. Speaker: I shall put amend­
ment No. 41 to the vote of the House.

The amendment was put and 
negatived.

Mr. Speaker: I  shall also put 
amendment No, 33, The question is:

Pages 6 and 7,—

for lines 33 to 41 and 1 to 4 
respectively, substitute—

“(11) Where an allowance by 
way of development rebate has 
been made wholly or partly to an 
assessee in respect of a ship, 
machinery or plant in any year of 
assessment under clause (vib) of 
sub-section (2) of section 10, and 
subsequently at any time before 
the expiry of ten years from the 
end of the year in which the ship 
was acquired or the machinery 
01- plant was installed—

(i) the ship, machinery or plant 
is sold or otherwise transferred 
by the assessee to any person 
other than the Government; or

(ii) the assessee utilises the 
amount credited to the reserve 
account under that clause—

(a) for distribution by way 
of dividends or profits; or

(b) for remittance outside 
India as profits or for the crea­
tion of any asset outside India; 
or

(e) for any other purpose 
which is not a purpose of the 
business of the undertaking”.

The motion wax adopted.

Mr. Speaker: The question is:

“That clause 10, as amended, 
stand part of the Bill."

The motion was adopted.

Clause 10, as amended was added 
to the Bill.

Clauses 11, 12, and 13 were added 
to the BUI.

Mr. Speaker: Then we come to 
clause 14.
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Shri Morarji Deni: Sir, I beg to 
move:

Page 8,—

for lines 30 to 33, substitute.

"(b) in clause (xvi) of sub­
section (1) of section S, for the 
words “and post office national 
savings certificates”, the words 
“post office national savings certi­
ficates, post office national plan 
certificates and twelve year 
national plan savings certificates” 
shall be substituted;”

Shri Tangamanl: I beg to move: 

Page 8,—

omit lines 34 to 37.

Mr. Speaker: I shall put amend­
ment No. 39 to the vote of the House.

The amendment was put and nega­
tived.

Mr. Speaker: I shall put amend­
ment No. 34. The question is:

Page 8,— 

for lines 30 to 33, substitute—
‘(b) in clause (xvi) of sub­

section (1), of section 5 for the 
words “and post office national 
savings certificates”, the words 
“post office national savings cer­
tificates, post office national plan 
certificates and twelve year 
national plan savings certificates” 
shall be substituted;’

The motion was adopted.

Shri Tangamani: I beg to move: 

Page 8,— 

omit lines 34 to 37.

Mr. Speaker: I shall put amend­
ment No. 39 to the vote of the House.

The amendment was negatived

Mr. Speaker: I shall now put 
amendment No. 34.

The amendment was adopted.

Mr. Speaker: The question is:

“That clause 14, as amended, 
stand part of the BQ1.”

The motion was adopted.

Clause 14, as amended} was added to 
the Bill.

Mr. Speaker: Then there is New 
Clause 14A—amendment No. 8.

Shri M. K. Masani: Mr. Speaker,
Sir, I move New Clause 14A.

I shall read it for the consideration 
of the House.

“14A. Notwithstanding anything 
contained in this Act or in the 
Income-tax Act or in the Wealth- 
Tax Act, 1957 or in the Expendi­
ture-tax Act, 1957, the aggregate 
amount of all taxes payable under 
these Acts shall not, in respect of 
any year of assessment, exceed 
eighty per cent, of the income, 
profits and gains of the assessee 
as calculated for the purposes of 
the Income-tax Act for such year, 
and in the event of such taxes 
exceeding eighty per cent. the 
respective taxes in the said Acts 
shall be reduced pro rata."

This clause would seek to incorpo­
rate in our Finance Bill a provision 
that forms part of the legislation of 
very advanced and socialist countries 
like Sweden, Switzerland and Nor* 
way, all of which have advanced a 
great deal further than us in the 
direction of social justice. In those 
countries also there are wealth-taxes 
more or less on the lines that we 
nave and because the cumulative 
burden of those taxes sometimes—

Shri Morarji Desai: May I inter­
rupt? I do not think this amendment., 
would be admissible. Rule 80 of the 
Rules of procedure may be looked 
into. This amendment alters the 
scope of the whole Bill.

Mr. Speaker: I agree that if this 
is beyond the scope of the Bill, it 
cannot be allowed. What is the 
amendment, and what is the scope?
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Shri M. R. Masani: May I make a
submission? The scope of the Bill is 
to re-enact this year the wealth-tax, 
the expenditure tax and the income- 
tax laws for the coming year. These 
are set out in the schedules. In other 
words, if these measures had been 
new, then certainly my amendment 
would have been in order, and I 
would have said that the Wealth-tax 
Bill, the Expenditure Tax Bill and 
the rest of it be abated. But I want 
to say this. Let no one be mulcted 
to the extent of more than 80 per 
cent, of his total gains in a year. 
The schedule to this enactment re­
enacts new laws made last year, the 
wealth-tax, the expenditure tax and 
the rates of super-tax and income-tax. 
This Bill does re-enact and re-legis- 
late those provisions. In that case, 
where the total effect of what is con­
tained in this Finance Bill exceeds 60 
per cent of a man’s gain in a parti­
cular year, this tax shall be attracted. 
In other words, if this Bill can levy 
certain taxes, it can also, by an 
amendment, mitigate (he effect of 
those taxes to the extent that the 
House may desire. I therefore think 
that this amendment is entirely in 
order.

Mr. Speaker: The reference is to 
the taxes not levied under this Bill 
but in other Acts.

Shri M. B. Masani: 1 believe so. 
But this is not in order, then, where 
else can it come if not in the Finance 
Bill?

Mr. Speaker: For instance, the
Estate Duty Act formulates the im­
position of a tax. So, year after year, 
we do not introduce any further Act 
but we add the provisions in the 
schedule.

Shri Morarji Desai: The schedule 
deals with the income tax, cor­
poration tax, etc., but not the wealth- 
tax rates. They are separate.

Shri M. E. Mamni: As it is, it 
creates a situation. The amendment 
could be moved to the rates of in­
come-tax levied in the case of cer­

tain assessees, in whose case there 
comes a situation which Parliament 
does not .want. Last year, when 
these taxes were introduced, such a 
situation arose.

Mr. Speaker: The hon. Member may 
consider this question. Notwithstand­
ing anything contained in the Fin­
ance Bill, can he say that the super­
tax, for example, shall not be appli­
cable and shall not be taken into 
consideration?

Shri M. R. Masani: Will it not be 
better that in this Bill, the super­
tax and the income-tax should be 
abated by the amendment?

Mr. Speaker: It is not covered by 
this. Is super-tax attracted by this. 
Super-tax is only on the Income as 
calculated.

Shri M. R. Masani: May I point out 
this? I have discovered it now, since 
you mentioned it. Actually, Clause 14 
of this Bill seeks to amend the 
Wealth-tax Act.

Shri Morarji Desai: Only three sec­
tions.

Shri M. R. Masani: Therefore, the 
Wealth-tax Act is not beyond the 
scope of the Bill under discussion. If 
an amendment can be made to the 
Wealth-tax Act—of course that is not 
my amendment—cannot an amend­
ment which is common to the Wealth- 
tax Act and the Income-tax Act be 
made here?

Mr. Speaker: I do not agree with 
Shri M. R. Masani. It is not that; 
because a particular clause of an 
Act which has already been passed 
is amended here, another amendment 
relating to some other clause of that 
Act cannot be brought in here. I 
have no objection to an amendment 
bearing on this Bill which may 
amend a particular section of another 
relative Act. But hare, clause 14 
relates to the wealth-tax and perhaps 
a consequential amendment may be
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in order. Of course, I cannot even 
refer to that immediately. It does not 
ariae out ot this. The amendment to 
the Wealth-tax Act in this Bill refers 
to the definition of a company and 
its extension to the State of Jammu 
and Kashmir. “A company within 
the meaning of any law in force in 
the State of Jammu and Kashmir 
relating to companies”. Therefore, 
the hon. Member’s amendment is 
foreign to the scope of the Bill. 
Though the Bill refers to the Wealth- 
tax Act, it does not refer to the fixing 
up of a rate of duty or whether it 
should go into the computation of the 
super-tax, etc. Therefore, the amend­
ment of the hon. Member is out of 
order.

The question is:

“That clauses 15 and 16 stand
part of the Bill.’’

The motion was adopted.

Clauses 15 and 16 were added to the 
BUI.

Clause 17—IAmendment of Act I of 
1944.)

Mr. Speaker: Amendment No. 42 is 
out of order.

Shri Mulchand Dube (Farrukha- 
bad) rose—

Mr. Speaker: He has not moved any 
amendment.

Shri Mulchand Dube: No. But I 
want to speak on clause 17. I wish 
to say a few words about the excisc 
duty on tobacco provided for in 
clause 17 of the Bill. It appears that 
the Government do not have a firm 
policy with regard to the excise duty 
on tobacco. Initially, about two or 
three years ago, the duty was levied 
on the basis of the use to which the 
tobacco or any particular kind of 
tobacco was pu t Then there was an 
expert committee appointed and on the 
recommendation of the expert commit­
tee the duty was changed, in the sense 
that the duty was based on the physi­
cal appearance of the tobacco concern­
ed.

Again, in this Bill, the duty is again 
put on the granule ('rawa') of tobacco 
of a certain size to which the leaf is 
pounded or cut. The difficulty is, a 
large quantity of tobacco, which is 
said to be of the order of about 20 
lakh maunds or thereabouts goes 
waste. During the last few years, a 
sort of cess also is levied at the same 
rate of duty. My submission is, this 
is not at all a proper thing to do. Much 
of it is being destroyed. The particu­
lar kind of tobacco may not be found 
marketable on account of the high 
duty that is being imposed upon it. 
If the duty is reduced, there may be 
fair chances of that kind of tobacco 
also being marketable, and it may 
bring about Rs. 5 lakhs to Es. 7 lakhs 
to the Government also. But some­
how or other, a policy is being pur- 
suaded by which the duty on that 
tobacco is not reduced, with the result 
that large quantities of that kind of 
tobacco are to be destroyed by being 
burnt.. My submission is that to put 
the same amount of duty on damaged 
tobacco as well as on the tobacco that 
is good, does not seem to be a very 
sound proposition.

13.58 hrs.

[ M r .  D e p u t y - S p e a k e h  i n  t h e  Chair J

My hon. friend, Shri Morarji Desai, 
may recollect the Gujarati poem

which is taught in the schools.

‘ vTf*r at grr r̂r'
The same duty is levied on both the 
bad tobacco and the good tobacco. 
There is absolutely no point in stick­
ing to this, and seeing that a large 
quantity of tobacco is destroyed 
because of this very reason. After all, 
the cultivator must earn something. 1 
have certain figures, and probably the 
hen. Minister will be able to find out 
whether the figures that I am giving 
are correct. From my figures, I may 
say that about 25 per cent, of tobacco- 
growing areas have not been used for 
the growing of tobacco this year. It 
may be that in the next year the per­
centage may be higher still If we 
follow this policy, it will mean
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[Shri Mulchand Dube]
MJft h n .

the goose that lays the golden egg. 
The result is that we not only lose the 
excise duty that we are otherwise able 
to get on tobacco, which is a very 
large amount, but, if we go on at this 
rate, the cultivator will also suffer and 
he will not be able to pay the duty 
that is imposed on him on the tobacco 
that he grows. So, the Government 
as well as the cultivator will lose. It 
appears that everyone is losing on 
account ot the high rate of excise duty 
that is being imposed on tobacco.

Shri Khadilkar: I want to speak on 
amendment No. 42 to clause 17.

Mr. Deputy-Speaker: That has been 
ruled out of order. If the hon. Mem­
ber wants to speak on the main clause, 
he may do so.

Shri Morarji Desai: I do not know 
whether 25 per cent, less crop is grown 
this year. But if it  is less, it will be 
an advantage; the food crops will be 
more to that extent. Therefore, there 
is not going to be a loss to us. There 
are some difficulties in this matter and 
we are trying to look into them and 
reduce them, as far as possible. There 
is no possibility of any change in the 
clause, as it  stands.

Mr. Depnty-Speaker: The question
Is:

“That clause 17 stand part of the
Bill.”

The motion was adopted.

Clause 17 was added to the Bill.

Clause 18 was added to the Bill.

Shri Taagamanl: I beg to move:

Page 10—

for line 17, substitute—

" (1) On the first 4,200 of total
4,600 of total 5,000 of total Nil.”

My amendment to the First Schedule 
seeks to increase the lower limit for 
the rate of income-tax from Rs. 3,000 
to Rs. 4,200. Now, in this Schedule

exemption from income-tax is "W hen 
the individual has no child wholly or 
mainly dependent on him or where 
the Hindu undivided family has no 
minor co-parcener” is Rs. 3,000. My 
amendment seeks to raise it to
Rs. 4,200. Then “where the individual 
has one child wholly or mainly 
dependent on him or where the Hindu 
undivided family has one minor 
co-parcener” the exemption from 
income-tax is up to Rs. 8,300. My
amendment seeks to raise it  to
Rs. 4,600. “Where the individual has
more than one child wholly or mainly 
dependent on him or where the Hindu 
undivided family has more than one 
minor co-parcener” the exemption 
provided in the Schedule is up to 
Rs. 3,600. My amendment seeks to 
raise it to Rs. 5,000. I need not say 
much on thi% because during the dis­
cussion on the first reading several 
members of the House have mention­
ed about the hardships experienced by 
the middle class employees particular­
ly. I distinctly remember that my 
hon. friend, Shri N. G. Ranga, had 
stated that this Rs. 3,000 limit should 
be considerably raised. Otherwise, the 
hardship is going to be felt by the 
middle class employees. With these 
observations, I commend the amend­
ment for acceptance by hon. Members.

Shri M. R. Masani: I beg to move: 

Page 16, lines 27 and 28,—

for “at the rate of 30%” substitute 
“at the rate of 20%.”

Pages 16 and 17,—

for lines 35 to 38 and 1 to 24 res­
pectively, substitute—

“(c) in addition, in the case of 
a company referred to in clause 
(ii) of the preceding proviso 
which is referred to in sub-section 
(9) of section 23A of the Income- 
tax Act which has distributed to 
its shareholders during the pre­
vious year dividends in excess of
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6 per cent, of its paid-up capital, 
not being dividends payable at a 
fixed rate—

on that part of the said") . . 
dividend* which exceeds V T1?
6 per cent. J  ol 10%

My amendment No. 9 reduces the 
rate of tax from 30 per cent, to 20 per 
cent, in the case of bonus shares and 
the following amendment, Amend­
ment No. 10, applies to scction 23A 
companies. I would like to make a 
few observations on this latter provi­
sion.

It is true that some slight relief in 
the face of gross inequity has been 
concedcd by the Finance Bill this time. 
In the top slab, instead of 30 per cent., 
a ceiling of 20 per cent, has been 
inserted in the case of these com­
panies. But, I regret to say, that this 
is altogether inadequate to the real 
needs and justice of the case. Section 
23A companies are the hardest hit of 
all categories of assesses for income- 
tax. Section 23A company has been 
defined as a company in which the 
public is not substantially interested. 
But this definition is so widely framed 
that many genuine public companies 
can be caught within its meshes. Even 
though it may be a company which 
may have several thousand share­
holders, if its shares are not dealt 
with in a recognized stock exchange, 
it lalls within the ambit of section 
23A. Similarly, if six persons, includ­
ing a public company, hold more than 
SO per ccnt.. of the total voting power 
in a company, then that company is a 
23A company, notwithstanding the 
fact that there may be hundreds of 
other shareholders holding small 
allotments.

Now, any 23A company which is an 
investment company, that is to say, a 
company whose business is mainly in 
dealing with or holding investments, 
must declare 100 per cent, of its pro­
fits as dividends, if it has to escape 
the penal super-tax of 50 per cent, on

its undistributed income provided in 
this section. If, on the other hand, it 
is a finance company or a managing 
agency company, it must declare 60 
per cent, of its profits as dividends. 
Where the reserve is accumulated and 
transferred as paid up capital or fixed 
assets of the company, 90 per cent 
dividend must be declared under pain 
of penalty of 374 per ccnt. Therefore, 
an investment company which does 
not distribute its profits pays 51J per 
cent, of income-tax and super-tax and 
50 per cent, penal tax on the balance. 
So, when the total is computed, the 
tax is in excess of 75 per cent, of the 
net income-

No power is, unfortunately, given to 
the tax authorities, as previously 
existed, to relax the provisions of this 
section in suitable cases with the 
'■esult that many genuine, bona fide 
industrial houses which promote or 
develop or manage industries, if the ’ 
parent company is a 23A company, 
are deprived of the very sinews on 
which depend the expansion of the 
plant or the development of the indus­
tries. These taxation provisions relat­
ing to 23A companies, therefore, mili­
tate against the stated po]icy of the 
Government that companies should 
save and retain profits for further 
development. Normally, we are told: 
“don’t distribute profits". Now, these 
companies arc told: “you must distri­
bute almost everything that you earn".

It would be understandable if there 
was no penalty for distributing pro­
fits. If only scction 23A companies 
were taxed for not distributing pro­
fits, there may be some reason in it. 
But the amazing thing is that they are 
taxed in either event. Under one set 
of laws, they are taxed for not dis­
tributing profits and penalties are 
imposed on them. If they say “All 
right, we will distribute profits”, there 
is another penal tax imposed on them 
for distributing profits. Formerly, 
this anomaly did not exist. Formerly, 
section 23A companies, quite logically, 
were excluded from the dividend tax, 
becausc they were doing only what 
they were asked to do by law, and 
not to do that would be a crime. Now,
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however, section 2SA companies have 
■Iso been brought within the ambit of 
the dividend tax in recent years.

Now, what is the result of this? 23A 
companies have to declare in some 
instances 60 per cent., in some 
instances 90 per cent, and in the case 
of investment companies hundred per 
cent, of their profits as dividend, fail­
ing which they have to pay a penalty 
of 37} per cent. But, if only to avoid 
this heavy penalty, a company declares 
dividends, which it is compelled under 
section 23A, then it is called upon to 
pay a heavy penal tax amounting to 
30 per cent—now 20 per cent, under 
the Bill—in distribution in excess of 
18 per cent, profits. So, as an Ameri­
can publicist once said in relation to 
international relations “We are damned 

» if we do and we are damned if we 
don't”. This is not a situation in 
which the Government should wish to 
put any particular scction of the com­
munity. They are given a choice of 
evils, which is illogical. There should 
be some middle path where Govern­
ment say: “all right, if you distribute 
so much, you pay tax on the undistri­
buted amount, and we don’t punish 
you for distributing that”. Today, 
there is no such middle ground. There­
fore, the force of my amendment 
would be to end this anomaly and to 
bring the dividend tax down to ten 
per cent.

Shri Morarjl Desat: I can very well 
understand the argument of my hon. 
friend, Shri Masani, but I am not pre­
pared to accept that all this is without 
any thought or only comes out of any 
want of consideration or out of rigidity 
or out of confusion. It is all a part of 
a composite scheme of corporate taxes 
and it is only in some cases where 
there would be some hardship. There­
fore, we have reduced it from 30 per 
cent, to 20 per cent. But that does not 
mean that this tax is not proper. It is, 
therefore, that it is not possible for 
me to accept the arguments of my hon. 
friend at the cost of being called rigid 
one* again.

I may tell him that an analysis ot 
the details regarding the number of 
groups of industrial companies dis­
closes that under ordinary circum­
stances the Excess Dividends Tax will 
amount to only 2*5 per cent or 3 per 
cent, of the taxable income of the com* 
pany. That is what we found as a 
result of the analysis that we have 
made. Therefore, it is not such a 
hardship as my hon. friend considers 
it.

As regards the first amendment 
moved for lowering the taxable limit, 
1 would say that 1 had explained this 
matter when 1 had first spoken while 
asking for a consideration of this Bill 
and also the hon.. Prime Minister had 
given reasons for not raising the mini­
mum limit of taxation. No new rea­
son has been given just now while 
moving the amendment. But I may 
point out that even in advanced coun­
tries where the per capita income is 
high the minimum limit is very low. 
Take the United Kingdom for instance. 
For a single person the lower limit is 
Rs. 1,866 and we have Rs. 3,000. For a 
married person with two children in 
the United Kingdom it is Rs. 5,866 but 
even then it is 1.4 times of their per 
capita income whereas our limit is 
eleven times of our per capita income. 
In U.S.A., it is Rs.. 2,857 and for a 
married person it is Rs. 11,428, which 
is 1:2 times their per capita income. 
In Japan, it is Rs. 1,066 and in Sweden 
it is Rs. 1,840. It will thus be seen 
that our limit is much higher than all 
these advanced countries and, as I 
said, If we are going to have more 
and more people having these incomes 
and coming into this sector it is neces­
sary to see that they pay a tax. What 
is that tax? The tax does not amount 
to more than Rs. 1-B to Rs. 3 per 
month up to Rs. 3,600. Therefore, it is 
not a very severe tax. I think it will 
enable these people to have more self- 
respect to say that they are also con­
tributing to the development of the 
country and they are not escaping 
their share of responsibility. I oppose 
all the amendments.
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Mr. Depaty-Spctker: I shall put 
amendments Nos. 40, 9 and 10 to the 
rote of the House.

The amendments were put and nega­
tived.

Mr. Deputy-Speaker: The question
is:

“That the First Schedule stand 
part of the Bill.”

The First Schedule was added to the 
Bill.

The Second Schedule was added to 
the Bill.

Clause 1, the Enacting Formula and
the Title were added to the B ill

Mr. Deputy-Speaker: Clause 7 was 
held over for amendment No. 32, 
Should we wait till 2.30 p.m.? It is 
not yet 2-30 and so we cannot put it 
just now but if the House agrees we 
can do that.

Shri Morarji Desai: I have no
objection.

Mr. Deputy-Speaker: We shall save 
some time for the third reading if 
we get it through. Do hon. Members 
agree?

Shri T. N. Singh: They can say 
that they will not press for a division. 
Why hold up the thing?

Mr. Deputy-Speaker: Then I might 
put it to the House and decide it hy 
a voice vote.

The question is:

“That amendment No. 32 be
accepted by the House.”

Those in favour may say ‘Aye’.
Shri Tangamanl: I thought we were 

pressing for a division.

Shri T. N. Singh: I thought you 
were now agreed to the revised pro- 
eedura.

Mr. Deputy-Speaker: I asked that 
question but no answer came. There­
fore I presumed that we could put 
this to the vote of the House.

Shri Morarji Desai: Wo can have
voting just now.

Mr. Deputy.Speaker: If the House 
agrees, we can have it. I am having
the bell rung. Let the lobbies be
cleared.

Shri Kasiiwal (Kotah): It cannot 
be done before 2.30.

Mr. Deputy-Speaker: It can be done 
if the House agrees. We have a con. 
vention established that no count
shall be taken between 1 and 2.30
p.m. We have been conforming to 
that but if ihc Housf itself desires in 
order to save time for the third read­
ing and if all parties agree I can put 
it to the vote of the House. If there 
is any objection I would not do it.

Shrimati Renu Chakravartty
fBasirhat): Of course the House can 
always decide by a majority of votes 
but there is a certain convention 
which we have established and people 
do not know that voting is going to 
take place. That is the only reason 
for having it at 2.30.

Mr. Deputy-Speaker: There is no 
question of a majority. I am not 
deciding by a majority whether we 
should have a count or not. I am 
asking if all the hon. Members agree, 
then alone I will put it. I enquired 
from the Opposition first.

An Hon. Member: There was an 
idea given by the Speaker__

Mr. Deputy-Speaker: Subsequently 
I put it to the House and ascertained 
the views of the hon. Members. Even 
now I am prepared to abide by that, 
but if there s no objection I can 
put it to the rote.

Shri V. P. Nayar (Quilon): After 
all, wa have <nly ten minutes to go.
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B ow  Clukravartty: In
future this will be taken bs a prece- 
den t

Shri Morarji D eni: We will sit for 
ten minutes if that is their view.

Mr. Deputy-Speaker: I shall
adjourn the House.

Shri Morarji Desai: We can take 
up the Gifts Tax Bill, I am ready 
(Or i t

Shri V. F. Nayar: Take the vote
after 2.30 p.m.

An Hon. Member: We may take up 
third reading.

Mr. Deputy-Speaker: We have to 
begin the third reading after this is 
finished. If there is any objection, 
certainly, I would not ask the House 
to divide on that. We can proceed 
to the next business, holding this 
over.

Shri Morarji Desai: It may be taken 
after I make this motion.

Mr. Deputy-Speaker: Then, we
take up the next business if the House 
■o desires.

Shri V. P. Nayar: Will the time for 
third reading also be postponed?

Mr. Depnty-Speaker: Yes. Now, 
the hon. Minister will make his 
motion and after that, we will take 
this up again. That is what I pro­
pose to do. That is the only remedy.

Shri V. P. Nayar: He can make his 
speech in two parts.

Mr. Depnty-Speaker: We will not 
divide the speech into two parts. He 
will conclude the speech and then we 
will take this up.

GIFT-TAX BILL

Shri Morarji Desai: I beg to move:

That the Bill to provide for the 
levy of gift-tax, be referred to a 
Saleet Committee consisting of—

•Shri Aaoke K. Sen, Shri C. 
D. Pande, Shri Tribuan Narayan 
Singh, Shri Mahavir Tyagi, Shri 
S. Ahmad Mehdi, Shrimati Uma 
Nehru, Shri Shivram Rango Eane, 
Sardar Iqbal Singh, Dr. Y. S. 
Parmar, Shrimati Renuka Ray, 
Shri Liladhar Kotoki, Shri 
Jaganatha Rao, Shri Narendra- 
bhai Nathwani, Shri Radeshyam 
Ramkumar Morarka, Shri Harish 
Chandra Mathur, Shri RadheJal 
Vyas, Shri Vidya Charan Shukla, 
Shri C. R. Pattabhi Raman, Shri 
N. G. Ranga, Shri M. Shankaraiya, 
Shri Satyendra Narayan Sinha, 
Shri George Thomas Koltukapally, 
Shri A. M, Tariq, Shri Kamalnayan 
Jamnalal Bajaj, Shri B. R. Bhagat, 
Shri Mathura Prasad Mishra, 
Shri T. Sanganna, Shri S. R. 
Damani, Shri Rajcshwar Patel, 
Shri T. C. N. Menon, Shri Prabhat 
Kar, Shri R. K. Khadilkar, Shri 
Bimal Comar Ghose, Shri Arjun 
Singh Bhadauria, Shri M. R. 
Masani, H. II. Maharaja Sri Karni 
Singhji of Bikaner, Shri Premji 
R. Assar, Shri N. Siva Raj, H.H. 
Maharaja Pratap Keshari Deo, 
Shri Naushir Bharucha, and the 
Mover with instructions to report 
by the 1st day of May, 1058.
Sir, while introducing this Bill as 

part of the Budget proposals, the 
Prime Minister had explained the 
necessity for levying a tax on gifts. 
I do not propose to embark on a 
further elaboration of those reasons, 
as 1 find that by and large the need 
for a measure of this nature is not 
disputed. The criticisms that have 
been made so far are only against 
some of the details of the Bill and 
not against the basic principles. 
Some of these criticisms, I find, are 
based on an incorrect appreciation of 
the true nature of the provisions and 
the Select Committee will, no doubt, 
consider whether further clarification 
of these provisions is necessary.

Coming to the main features of the 
Bill, the tax is proposed to be ohnrgffl 
on sifts made by Individuals. Hindu

‘The names of Shri Thirumala Rao and Dr. A. foishnaswami" were adcled 
at the adoption stage on 24-4-08.




