
PHALGUNA 15, 1882 (SAKA) U.P. SU(I4f'cane 
Cea •. 

14.55 hrs. 

U.P. SUGARCANE CESS (VALIDA-
TION) BILL 

The MiDlster of Revenue aDd CIvil 
Expenditure (Dr. B. Gopala ReddJ): 
On behalf Of Shri Morarji Desai, I 
beg to move: 

''That the Bill to validate the 
imposition and collection of cesses 
on sugarcane under certain .Acta 
of Uttar Pradesh, be taken into 
consideration." 

As the hon. Members may be aware, 
the U.P. Sugarcane Cess Act, 1956 was 
declared uLtra vires and beyond the 
competence of the State Legislature 
by a majority judgment of the Sup-
reme Court delivered on the 13th 
December, 1960, in the case of 
Diamond Sugar Mills Limited and 
another vs. the State of Uttar Pra-
desh. The State Government had 
been levying a cess of 19 nalle pa\Se 
on the entry of sugarcane within the 
premises of a factory. Prior to thIS, 
the State Government had been levy-
ing a similar cess under the U.P. 
Sugar Factories Control Act, 1938 and 
subsequently under the U.P. Sugar-
cane (Regulation of Supply and Pur-
chase) Act, 1953. Section 9 of the 
impugned Act of 1956 provided that 
any cess imposed and act or thing 
done or omitted between the 26th day 
of January, 1950 and the publication 
of the 1956 Act in the State Gazette, 
viz., 23rd June, 1956, under the Act 
of 1938 or of 1953 would be deemed 
to have been validly imposed, done or 
omitted under the 1956 Act. The 
invalidation Of the U.P. Sugarcane 
Ceu Act, 1956, thus invalidated all 
the levies and collection of sugarcane 
cess under any of these Acts, since 
26th January, 1960. 

It would appear from the judgment 
of the Supreme Court that the levy 
of ceu W&I invalidated u the entry 
Of sugarcane within the p~ of 

(Validation) Bin 
a factory could not be described as 
entry of goods into a 'local area' 
within the meaning of Entry 52 of 
List II of the Seventh Schedule. The 
State Government was thus faced with 
a very difficult problem of haviOl to 
refund the total cess eollectecl ainee 
January, 1950 which was of the order 
of as. 45 croreil. The judgment of the 
Supreme Court made it clear that 
there was no other power available 
with the State Government under 
which it could levy tax on entry of 
sugarcane into a factory and the State 
Government could not, therefore, re-
tain the cess already collected by 
them by any other legislative measure. 
The plea of limitation was also of no 
avail to the State Government as 
there was authority for the proposI-
tion that the period of limitation runs 
from the date when the mistake is 
discovered, which, in this case, was 
13th Decembcr, 1960 when the judi-
ment of the Supreme Court was 
delivered. 

The Government of U.P., therefore, 
approached the Central Government 
for intervening in the matter. After 
taking into account all the above 
points as also the fact that the amount 
involved was very large and that if 
its refund had been allowed, the 
benefit of refund would have gone to 
the sugarcane factory own en and not 
to the consumers Of lu,ar from whom 
the cess had already been recovered, 
the Central Government decided to 
take steps to validate the past levies 
and collections of cease. by them. A. 
interested parties were likely to file 
suits immediately for refund of the 
cess collected by the State Govern-
ment, it wu necessary to take 
immediate action for .afeguardln, the 
revenuel and .ince Parliament was 
not in seasion at that time. the Prell-
dent was pleased to promul,ate an 
Ordinance, namely the U.P. Sup!'-
cane Ceu (Validation) Ord!nance, 
1961. The Ordinance, whIch was en-
forced from 3rd February. 1181 .. eka 
to vaUdate the levy and collection of 
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cess on sugarcane by UP. Govern-
ment from 26th January, 1960 up to 
the date of the commencement of the 
Ordinance. 

The present Bill seeks to replace the 
above Ordinance by an Act of Parlia-
ment I trust that the House would 
be one with me if I say that urgent 
intervention by the Centre was neces-
sary in this case, and I trust the 
House will unanimously accept the 
Bill. 

Sir, I move. 

Mr. Deputy-Speaker: Motior movc-
ed: 

"That the Bill to validate thc 
imposition and collection of Cf'SSCS 
on sugarcane under certain ct.~ 

of Uttar Pradesh, be taken into 
('onsideration. " 

.t\' P mI ~ (m~~) : 
~ ~~,li·", ~~ If,T mrm 
~ W I ~ "Ttffi rn ~~ tf·;;rr;;.rr 
.... ~ ~ fl{. ~ ~~ <l''Pl ~ ~ ~ 
~- ~ it I!ftt!f'flf ~~ ~ ! il:i  ~  

1fT ~ -fWr it ~ 'liTlJ 'liT rn it f.:rJ 
~ IfiT ~ ~ ~ ~ t, !flit 
~~ n t~ l i~~~ 

~ ~ If'flf!fiT ~ ;;rnf? rit ~ 

~ ~ ;l ~ ~ ~~ ~, 

ifil ~ ~ ~~ ~~ ~ "'~ 

IfiT Q W 'iT rn ~ lfiT m ~ 
tT1f1 'iT flfi ~ ~ ~'l l  m ~ rro 
~ mit q 'T1fT ~ -~ ~ ~ 

~ 'If ~~ Ifir-!-tt ~ t rof tT1l ~, 
m .,qr ;1ft\' ~ ;l ~~ w.~~ it 
.rt IfiflJif (~ ~ it ~ ~  

;nAi ~ 1ft' l 1t~iii" ~ ~ 

rn ~ IJl qm 1ft' "" mrr 'fT 

fifi ~ ~ fOfW If.Tiif ~ if; I'm \3~ 
m it ~ if'SfT 'a1l ~ ~~ flfi1fT ~ 
~, th ~i"l t !Jim" ~ fGzi ~ ~ MiA 

j~ OfT 'lilt 'fiTo\. if ~ l ~ ~ ~ it; 

~ l i -~ ~  fllfill'i I ('f+iT l'" ~~ it 
lIff ~~ \3'i5Tl1T '11n ~  <fiT11-"\f<t;r ~ 

if; [m ('fqr Wl:f ~ ~ ~ oq-P; ~r 

tflI"T qT f'fo r i~ l~ ifl =t it If!fT Ifi<: ~ 
~ I ~ if; \3~ it ~.~ <tt ~ ~ ' i~r 

'11n qr flfi ~l  ~'I t ~~ i ~ Ifi<: "'~ ~ 

W lP1 'fot "3rf<: ~~~ mIfiT<: ~ l~ crr1': 
it ~(1r  l ~ .p  ~ ~ Ilfo.r ~~ ~ fer. 
~~ ~~  ~~ lfft ~7.:lt- r 'fot : ~ 

~ <tt ~~ <: 'fot If\) oq-r"lfm ~lJ  fer.lI11: 
'IX i iU~ qTllT ~  fCfi ~~ ~rm 
Rll ~ lJ' : ~ r'titi r ~ itlflf<:rcr. 
~ Cfi<:ifT m~ q, 'aif 'tit ~ it ~"'1 <f 
ro ~ ~~ ~r (~ if; .ni-it \3'Rrn 
~r !fi<: ~ ~  I (fIT 'i')~ it 
~ri ih:~~'a~ l ': ~~~ iI 1n I 

~ 'q"qjffi;{ ;tT OfRf ('ft lI11: ~ fit; ~ ~ 

~ if; orR '1ft ~ ~~, <m mm 
~ ~lIl qr m:'f.1"<:" l ~ ~~ if;{Y ~~nn 

f'ti <ti1i 'tirJ. ~ OR ilIT ~ I wn:"3 ~  mr 

~ 'tirJ." lI11:T qft?rn f.t;tn ~ ~  

~ r o -r 1"~~ ,n-~~ if q:fi I 

1m ~ {('!"iff if{l' t fit; tf ~ (fR 
~ ~ ~ nr;lf if; m it {j:!' 'firot if it 1m q 
o~l ih ~~ ~ ~~"it,,"otj" t l  

~, ~ 1firJ.-ft ~  'lf11i. I ~ ~ 
~~~~it- t, ~~~~ lIr 

~ ~ it ~ I~ \3r ~ m ~ ~\I i~ 

1fT ~ ~ IfiT ~ 'flit '«fT ~ 
~ IfI'IIT fIfi m ~~ ~ ~ ~ ~ 

~ ~ ~, <Ill W ~ ~1 R  ~~ 

1 i ~1 ~~ I ~"i tR lft¢r 
IJli ~ m~ lift" '114441,('11 qft 
~ f1t; ~ rn ~ 1fP{If ~r t f1F 1ft 
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~~lti1mtr' (t~ 1m 
~ltn~~~~~~~ 

if ~1:~~ ~: 

"Taxes on the entry of goods 
into a local area for consumption, 
use or sale therein.". 

1{' ~ j flfi.nt '¥ft' ~ rn ~ 
If,11['f <tiT ~ ' ~~ ~ ~ ~ lfi) 

~~ 'fT f.l; ~~:~~l:' 

~ ~ 'til ,.;ft <r.q'f ~ lfft' w.f.t qT 

C 'i'7::~l i ~""'~~ I ~ \jfif 

~ ~ 11ft ml{tl ~~~ ~ I 

15 hn. 

~~ ~ ~ ~h, it; ,.;ror;ft ~ if.l 

~~l"  ~ ll' ~ ~ ~ : if; m'f ~ q't. 

~ 'tV, ~~ ~it  ~tnl'mm  ~ 

~ ~ ~ ~ it; 1 1~ ~ ;nfWf, ~ 
1rl" ~ l t'i~it Jit ~ .m-~ I 

~ 1{fi ~mr ~ f", ~ ~ if.l1'f iR 
\iI'T1f ~) ~ ~ lfiT ~ ~ ~  ~ it 

~ i{m ~ m ~~ en ~ 
~ qfui ~ ~ <r.T ,.;r( lfir-{'f iRr 

~ ~~~t~~! l :~ .·1 ~ 

~ .l ~m~~~ 

~ ~m 'fT m If') ~ III1i ol 
~'- 'r-t t ~ f.l:ilfr ~ m ~ 
tRrr ~ ~, Fit m !fl<: ~~ n it 
~~~~~J t I ~l , 

{AT Ai ~ ,," ~~) ~ntP t I ~ 

m t Ai ~ ~ ~ 'fnr ~1 '1fT 
~ ~~ t ~ r~rs 1I" it m ~ 
'" f1A; ~ t. "3~ it qN it 1ft' 
1Ii1 ~ "'~~tl~~ 

~ If') ~ it; a~ ~ 1Ii1f 

U'f '" t;f it; ~ lIfiTt ~ ~ ~ 
'"~tlm~ ~ ~lt'iJ1'  
m:,no"({T t m ~i : IIIi ~ ~ 
~ 111; .Tt ~ .-rw fIT wf,adt If 

it" lfT1i flf; m ~ ~ ~ '3~ qT 

~ !tiff ~ ~rr ~ f"P{ it ~~ 
~~~~~~I 

1:~ m it li ~ ifrn r;W 'fiV\l 
~~j q'tt ~ m~ If.T 

~1  J;fTlfofu 'T ~ : ~ ~ I 

~> t 3ft ;yi ~ ~ \ -I'i~ rrr~  'IT 

~~ ifiT lfm 'fT ~ ~ 'fiT ~ ~), 

"3~ ",r lim 'fT f'fi ~~!II' it lTi it. 
~\'IlJ~ it. "l'T'f ~ If.'rolfrft ~~-i  

or;mfT ~ I ~ ~ll r ~ qT <=!tT'fT 

~ 'iT I ~ - ~m t ~ ~thr ~~
!fiR" ~ lft..-;fT ~' r f1r ~ 1'IflfT ~ 
~~ it. fl"Tlf C ~ !, ~  ~I ~1 ~ ~r r 

~ m 51'f.T it. '3'1'm-*m-~ "3~ ~i~ it. 
~~ ~t lI  flllT ~ lIT ~ I lfr. Of'T 

~'l l  f!jl -;pf ~~ ~ ,,"'I' et-!II' it fJlf 
i . ~ ! i l ill l ~ Ilfh:-a~ ~ ~ir 

~ ~!h lf7ff lfT ifiT I ~ ~~ 

~ flf> {Jf ~ .. ~~ ~ ~rn " 'f(\' 
f1t;trr rm I ~ ~~) ~ o ~ 

Ifr ~ 'it rm '1T ~ <=!mIT t ~1i i  

~(  ~ ~~ 5Tlffl ~~ ~ t 
lfT Oftl' I ~ Q  it (~ lIT.,. lfiT \.<fI''f -nlfT 
~ Ai ~ ~ 1:~ ~ lfiT ~ l ~ it 
~ flti1.IT ;;fT1t' ~ ~ '3"flff1r ~ ~ 
it. f"f¢ ~) ~ iF ~ ~ ~ {PIT t, 
11 q. ~ ~ if; fCf<f.TJ{ if> m, ~1 l1 if; 

f.fzrivr ir. ~ lIT rm if; f>:fir ttrt fm 
~n1~" if; ~ I l ~ ~J  ~ 

if; rrn iFtn:r ~ ~ If>T n. ~ ~ 
m ~ ~ ~ ~ lfo'1l ~ f,.; q ttn:ll 
~ ~ m qT tri ;If f'fi1fT :JrT 'ft, 
~ 1l ~~ I flfi lJ{ ~ 1fiT (~ 

'IU {) 1I1ll1rT , 

lJ~ it q-~ JI'~! ~ 1rT 
T.(t ~ fiI; ~ f'I"H if; ~ t~"~ 

~ m 1IIlli'r ftr; ~ if; "tt*"." 



3311 U.P. Sugarcane MARCH 6, 1961 Cell (VlIltdcJtiOn) Bill 3312 

(P.oft R ~~  

~ ~ ~  "f'iT ~ , ~ ~ ~~ ~ 

r i ~ ~ ~ t ~ r 1t 5r'f <fiVfT ~ 
vl rn ~~ if; ~ . 'fi{ " n~ ~~ ~ 

~ ~ I ~ 'Ji., ~m ~ f'Ji "<fro'f <t't ~~ 
it 'SI'HT if; '3oT.l iJ ~~ 1t 'SI'1lP-f ~ I 

~  ' ~h " 1t 'SI'~ ~ q. ~'h: ~1' ~ 

':3'~ ~~ <t't ~ :: oft ~~  I 

~ '<AT r!;ii 1'flflT ~~~) ;r{ ~  f'fi 
~!'  ¥'J.. 'fi\T? ~'l . 'fit ~1:l' :: ~ n: C i~ 

f'fi4't u:;'!-;f'rfrrr. 'lTtf ~ "l: "ITq qo;-s 1t 
9'm' ~ :jf1'<f ~ C i'l ~~  ~ f<r. ~ 
~ ~n ., ~) !'ffl I ;:,rflJi'l ~r ~ "  

l ~ ~!'  if; f<ilf mfl':t q <t't ~ ., ~  I 

~l '( ~ 'fiT ~ ' r ~~ 1fi) ~~ ;r"IT"" 

~ ~ ~ 'fit ~"I'  <IT('\" CfiT urr;; ~-l  

" ~ f<r. ip'f 'fit 'f.'lf ~ 'Jill mif"l'f;r;;A 
~ ~ ~  I ~ 'fitfmr ~ : t " r~ 

f'fi ;; mT it ~ '1 ~ ~ ~ ~ !'fIlA' 

~ m :3frii I lI1l' ~iI 'l " f'f.'lrT mq. f'Ji 
~"I' " lJiT 9 ~~., "i\:T ~  ::~ ~  ~1i ~ 

~ m ~1'  r-l ~ 'fiT ~ ~ I .q' 
qrm ~1'  ~ f.ro f{foru.r ij ~ tl'f <rrn 
CfiT ~., <::"i'TT f'fi ~., fqq'q'f Ill:: j ~ 

~  ~., 'fiT ~ 1"<\ if; ~~ ~ 9 o: ~~ 

'If"" ~ ~  ('\"T "fTlrT :jf1'<f q'R lJiT.,..., ~.,orrlr  

:jf1'<f I lfQ ., ~ "" "i ~1  f<r. ;jfCf ~~ ., 
~ ~~  ~  (fT ~~ 9 r ~  ~  crl I 

'fiiIT m"fT ~ f,. itiJ lfmtl ~ ~ 
rn ~ ~ ~ iti'T mrlT " l ~ I 
If' ~ ~ ~ fiti' ~l '( ~ ~ 

~I  ~ ~ 311 ~ ~ flrirfw 
t ':3'''~ ~ ~ ~ ~-l  ~ ~ 

lJi ~'  it ~~ CfiqJ ~  ' ~  t fit; ~ ~h
lti ~ r '-t r -~ ~  ~ I qh: ~ ~ 

~.". ~ ~ ~ ~ ~ ~~ ~ 

mlr.l "«If-lT ~ I 1l ~ ~ I 
~ it~ ~ {l'fT ~ f1t, ~ .~~ 

~~~t :r~ I ~l il ' 

~ ~~ 1t lffif it ~ ~ 'IT 
~~ .t ~~ m~..rr~ 

rn <it rt~ ~ " ~ I 1l mm 
~ ~ f'fi ~ 1t ifiT1f « 'filf 11 I Ihl ~ ~~ 
w f<t;li ~ 1Ih: ~~ ~ 11ft ~ 
<it ~  f'fi 1II c~~ Iffif rn 11ft 
~ ~ or~) I ;jfCf ~ ~~~ .. ~  

~ mm~i ~~~ 

~'h: m ifi'T1,if ~ ~ ~ 11ft 
1J1.f ~ ~ ififT ~ ~ I 

15ft' ~o ~o ~ (i i ~) : 

':3"1Te<re ~~, IT ~l'  ~ 'fiT rntm 

ltimT ~ I t~ ~ 'fit ~ lfiTi ;l 
~~~ .t ~ X\ i i t~ 

~ m if mr f.t; ~ ~ ~ 'fT, 
':3'ij' ~ "m rn lJiT ~ ~ 'I m~ 

~ 'fit ~ ij;m rn 'fiT ~ t 1Ih: ~ 
~l'  ~ !fiT ifiT'lif mr ~ ~ t m 
~~ ~ lJiT ~ <rWf ~ ~ t I ;jfCf 
"'I '1 ('l~l ~ fro lI'~ ~ ~ '4' if 
l~ ~ ' i~ ~ ~ ltiTt 
itm ifiTiJif 9 ~ IliVIT ~ fit; ~ ~ 

~~hlti ~~m ~ 

it ~ ... ifiTzf it (:flf ~ l ~ ~
~1I t~i )iti ~~ , m y ~ 

~ if, ~ ~ ifIRf ~wl, qr 'fT : 

"Shri S. K. PaW: Now, the 
point is that the juclement wu 
delivered only yesterday. We are 
in connection with the State Gov-
ernment u to what are ,om, to 
be the repercussions. The c ea 
comes to somewbere about Ib. • 
crores per year. TheretOl'e, tor 
the lut two or three yean over 
which thiI Act bas been operatlq, 
it mipt have come to Ra. 10 eror. 
or RI. 15 crores. 

Sbri Bn.I Raj S .... : Rs. .15 U01'8L 

Shri S. K. PaUl: Kay be' 
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~l ~, ~~~~~(  

(Tit 'H m:1~~it~tm'I  I 

~ ~ ~~~ 'IT : 

"Will the Minister of Food and 
Agriculture be pleased to state: 

(a) whether any step haa been 
taken by the Centre to get 
the cane cess amount in U.P. 
realised after the U.P. Cane 
Cess Act has been declared 
invalid by the Supreme 
Court; 

(b) the amount due from the 
mill-owners in U.P.; and 

(c) whether any leg~lation is 
likely to be introduced?". 

"(a) The Central Government 
promulgated on 30th January, 
1961 an Ordinance validatinc the 
imposition and collection of cane 
cess by the U.P. Government from 
26th January, 1950 to the 3rd 
February, 1961. As regards the 
future, the State Government has 
taken necessary steps within the 
powers available to it. 

(b) According to information 
received from the U.P. Govern-
ment, the arrears of cane cess on 
31st December, 1960 were 
Rs 367' 86 lakhs.". 

~ if; lff'fr q ~~ f.t; ~~ 

~ ~ ~ ~ ~ iR~ ~"' rp!  ~lR  

~~h  ifi '1~ m ~ \ t ~m 

'"~~~tl1:~ ~i  

l..a~~ it q ~ IJlIl t :-

"This decision at the Supreme 
Court invaUdatee the leY)' and 
coUecticm of cesse. on wpn:ane 
by the U.P. Government under 
that Act. The total ces .. collect-
ed by the U.P. Government OIl 

sugarcane since 1950 runs to about 
45 crores of rupees". 

~ if;;:r mr ltiT q.m ~('R  ~~r t I 
q ~~ ~ ltiT ~ lfi«fT ~ ~1 1 . 

~~ it m-cn roifi ~ ~ l'JC4T ~ flf. ~) 

!~ ~ ~ ~ ~, ~ ~ €.X 0 ~ W171: 
~ ~r, t t q ~ ~ ~Q ~1 q.m 
if'tiTlIT t ~ it; m it ~ it ~ ~ l'JC4T 
t:-

"No suit or other proceedin, 
shal) be maintained or continued 
In any court for the refund of any 
cess paid under any State Act; 

"No court shall enforce a decree 
or order directinc the refund of 
any cess paid under any State 
Act". 

mr~~~mt it ~ 

~~ t it ~cttiir~ 

it 'Iiit~~p1 tt ~~ 

mrit~~~iir~~ 

~ ~ 1ft ~t fit; 'J5fi1r ~ iir w 
miirm ctm~~~ 

~mwmm~wmtm 

t ir ~~( it ~t I ~ 

Wf'I q iiri'f h ~ -tm t ~ ? 
~ m iir '"'" ~ tit IJT'Pf (m t 
fit; 2ft WIn tim qt iir N ... "f.,ifi 
~.rl ~~~"I.w 

~~ pr iJ~~it 

c '! ~~tl~~ m 

" fit; fiRft ~ it ~ 11ft" ~ 
~ 1Jl"¥.n 111 r. ~ t tv., it IfTW fif;1n 
~ lIfT ~ ~ '" mY IFI1l I  • 
~~~"~.it' 

~ fiJ ~ ., -.r ~ ~ lit 'If 
~,".I.~~~  

'""'" ~ , fir; ~ f1RAr -n)f 
11m 'IT1r 1fi QI1n t ? .n q ~ 
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A' it 1f ~ ~ ltiT ~ rn ~ em: tn: ~ ~ ~ fitih ~ 
~~ .t ' :~~ lI' .t ' ~... ~ ~ ~ t fm ~ ~ 
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~ ~ ~: 

"Provided further that the Pro-
vincial Government may by noti-
fication remit in whole or in part 
such cess in respect of .ugarcane 
used or intended to be used in a 
factory for any purpose speclfted 
in such notification." 

.. ~ ~ IfAi Ifi1: ~ t 
m~~it~~~ .~ 

t I 
Mr. ChalrmaD: If the tlOn. Member 

does not Yield, 1 think he will be 
much less interruptt."<i. But he con-
tinues to yield. 

AD HOB. Member: He CRnnot reply 
to the facts . '. (interruptionl.) 

11ft ~~ '(TQ' : ~ .1IAr ~ 
t ~~i. itt~,.. ~ 
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'1tT1: lIiT 'iI'T ~ ~ ~ ~ ~ 
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l(~ ~~ ti~  <fiT ~ ~i  "1m: ~

(tm ~ I ~r'lii  ~~ ~ ~ ~ 

t f<fi ~) y~ tita" !fiT ~ t, ~) ~~ ~ 
~m ~ if r"'lIT ~ I ~ ~ ~) 
{)<rr tt ~ ~ m 'l'tt 'fif 

~ ~  ~"'~ ! I 1!" ~ ti~ ~ m 
ij qm ~ fJRffl ~~ m~ 

'IIfm ;Yl:IT rn ~1 i  '3Il rn wrr m 
~ elm ~ f"'lIT tflrr I ~ ~ ~ ~ 
~ lt~ ri~ I~ ( t i  

~~ if;ftR ~t ~ ~ ifS:'T ~  If ~ 

'"~~il 

~~ h it ,h ti~ it ~ "" 'liT'! if 
~ ctT ~ ~ irn ~ ;ytff t:, ~ 
~ it ~ it ~ ~,~iiI' it 
~ if; ~ ~ I (ITm: ~i  ij ~ y 

\  0 $ ~t:nrr i :r~~ ~ 1m ~ 

cit fliWrr I ~'  m, ~ ' '~ mo'U-

m~~ij'3ll~~~~~ 

~ ~t:nrr ~ ~ ~ :  ~ trr I "(~ 

iifT ~ 9;fflfT ~, ~ ro:m ~ 
' ~ I ~ ~  ~ iil'T tW: ~ t: lm 
~ ij ~  ~ fmft ~ ' ~ 

~, ~  ~m  I ilf1'i'f ~  <fiT ~ 

~ ~ ~ f<fi ~ll': ti~r-w <fiT ~  ~ 'liT 

frtltT mTJ; I "(JJ"'T ~ ~ ~ ~  

~ ~  ~~ ~ J;fT< ~ ~Q- ~~i  , 
~ l ~r :;rT Oller r. 1.IT ~r :;rT .m ~, 
<l hT ~ ~ar ~ I ~~~ ~ i ~ ifi ~  it 
~ ~r <mf '.q'if ~ ~ ~ Y  I '.q'if 

~  ~ r ~  ~ ~ ~,,~ ~ trr ~ 

~ ~ ~ ~t ~ ifirit <fiT 
~u ml:{OfiT<: tfllTT I ~  ~ fcrfr.fi 
ol';:ft 'n:' oT o~ <fA' lfTififTzr ~  if; 

foo ij tt~  ~rt mrnli ~ ift;fi 

n ~ f'" ~ ~ ~ ~ trr I 

"(if ~t it qp;f ~. ~  ~ 'f.T 

~~~I 

Sbri Cbintamoni PaDilrahl iPuri): 
The Statement of Objects and Reasons 
says: 

''The total ceSS collected by the 
U.P. Government on sugarcane 
since 1950 runs to about 45 crores 
of rupees. Unless the cess levied 
and collected under the impugned 
Act is validated, the U.P. Govern-
ment would have to refund the 
entire amount of the cess JO 
levied and collected." 

All the State Governments need more 
money at this stage and so we should 
welcome a measure like this. But we 
need certain clarification from the 
hon, Minister. Of course the hon. 
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Minister, Mr. Gopala Reddi, will not 
be in a position to live figures about 
collection of party funds, which can 
be given by Shri Bishwanatha Roy or 
other hon. Members from Uttar Pra-
desh exacUy. But that is not the 
point of contention. 

The Deputy MlDJster 01 ~ aDd 
Acrlcu1ture (SbrJ A. M. nolDU): 
When it becomes part of the General 
Revenues, I do not know how it can 
be said that it goes to party funds. 

Sbrl Chlntamoni Panivnhi: I am 
not going into that point-it is to be 
debated between members of U.P. 
(lntel'TUptions.) 

Sbri BraJ Raj Slnrh: I quoted the 
law. 

Mr. Chairman: The matter has 
.been clearly stated by both sides and 
So the conclusions can be drawn by 
others. Let him continue. 

Sbri CbJntamoni Panigrabi: I read 
an article written by Shri S. K. Patil 
on yield of cane; it is the lowest in 
U.P. He says that in 1958-59 the cane 
)'1.eld per acre in Andhra Pradesh is 
8,180 Ibs., in Mysore 6,227 lbs.; in 
Madras, 5,973 lbs.; in Bombay, ',934 
lbs.; in U.P., 2,580 lbs. Shri Biswa-
natha Roy was kind enough to give 
8cures and say that the U.P. Govern-
ment was going to get Rs. 80 crores. 

Shrl Biahwanath Roy: That is for 
the whole ot India. 

Sbri Cblntamoni Pa.DlcrahJ: They 
have collected Rs. 45 crores. Have 
they spent this amount on improviDC 
the quality Of the cane or in the 
research for increaaine the cane yield? 
How have they !!pent this? The 
recovery of sugar from Cane is also 
the lowest in U.P. We are ,lad that 
the Central Government bas ,one to 
the help of the Uttar Pradesh Gov-
ernment tor the recovery ~ this 
money, and it is ,ood. The Uttar 
Pradesh Government should feel 

BiU 

obliged that the Central Government 
are coming to their help in this 
matter, to realise this sum of Rs. 45 
crores. But we would like to know 
how tar it has helped in increasing 
the recovery of sugar in the State 
and how far the Centre has helped 
them in increasing the production 01. 
sugarcane in that State. We are 
entitled to know that, and I hope Mr. 
Gopala Reddi, though he may not be 
able to supply this information by 
himself, may refer this to the Deputy 
Minister of Food and Agriculture who 
may like to speak on this, becauae he 
is more concerned with the yield per 
acre of sugar. 

I want a clarification on one more 
point. Recently we read that the 
State Government of Uttar Pradesh 
haVe effected a remission in cane cess 
rate at the rate of six naye paise per 
maund of cane crushed in excess. We 
would like to know whether this Bill, 
which we are going to make into an 
Act, will apply to this remission. We 
would like to know whether this six 
naye paise will apply to that also. I 
think this point should be clarifted by 
the hon. Minister. 

Then, there is a clamour, a8 Shri 
Braj Raj Singh also pointed out, as 
to whether the cess on cane, charged 
as three annas per maund, is ,oing 
to increase the cost ot production ot 
lIugar. It it adds to the cost 01. pro-
duction, that is 8 process by which 
the con!lumers in this country are not 
going to be beneftted in the matter 
of a reasonably Jow price for lugar. 
Somebody trom the Congress side 
stated that this is 80methilll which 
cannot be entertained, because people 
want to have more sugar and that 
naturally there mUlt be a creater 
production of sugarcane, while, at the 
same time, they sa~ that the people 
want to have sugar at a lale!' coat. 
This, they .. Id. wu contradictory. 
But really there is no contradiction in 
it. The Tariff Commillion also went 
into thr question of this ceo on 
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sugarcane. We would like to know 
to what extent this cess on sugarcane 
in Uttar Pradesh goes into the cost of 
production of sugar and whether the 
State Government is in a position to 
reduce this cess to give impetus to 
the millowners or the fectory owners 
to increase sugar production in the 
State. It seems that perhaps this cess 
on sugarcane is adding to the cost of 
sugar as a whole in the country. 

So, when allowing the Uttar Pra-
desh Government to collect all these 
)('vies and revenues which are due to 
the State, with a view to increase the 
yield per acre of sugar in the country 
and especially in Uttar Pradesh, we 
would like to know from the Minister 
as to how this amount is going to be 
utilised in the best possible way. So 
far as this Bill is concerned, I think 
that is the only major point that 
net'Cis consideration. I hope the hon. 
Minister will give us u detailed 
answer to this question. 

From a reading of the relevant 
clause on page 8 of the Bill, it seems 
thllt there was enough power given 
to the State Government so far as the 
collection of the cess is concerned. 
Th('re is also a fine. All powers were 
thert' in the Uttar Pradesh Act itself. 
But even in spite of all these things, 
tht' money was not collected. If we 
refer to clause (6) on page 8 of the 
Bill, we find the following provision: 

''The officer or authority em-
powered to collect the cess may 
forward to the Collector a certi-
fkate under his sllnature specify-
ing the amount of arrears Includ-
ing Interest due from any person, 
and on receipt of such certificate 
t1w Collector shall proceed to 
recover the amount specified from 
such person as if it were an arrear 
of land revl'nue." 

Naturally, the Uttar Pradesh Govern-
ment was, I think, all serious of col-
lE!cting the cess. But even then, how 
was it that the cess could not be 
collected and there was a balance of 
about Rs. 4 crores? What was the 
reason for the Uttar Pradesh Govern-
ment not being able to collect, or to 
exercise its power to collect the cess 
from the sugar millowners? Was it 
because of any political considera-
tion? Here is the question as to why 
the State Government was not able 
to exercise its own power over the 
sugar millowners who reside in the 
State of Uttar Pradesh and who make 
profit. That is naturally a question 
which will arise from every side, from 
any honest gentleman, and it is a 
u~tion which naturally everybody 
would ask of the Government and 
demand an answer. 

At page 8 we find the followinr 
provision: 

"Any sum imposed by way of 
penalty under sub-section (15) 

shall be recoverable in the manner 
provided in sub-section (6) for 
the recovery of the arrears of 
cess." 

All powers are there. But still, the 
Uttar Pradesh Government could not 
collect it. So, we want to know from 
the Government what were the dlfft-
culties which came in the way of the 
sugar millowners who were not able 
to pay the arrears. As my hon. 
friend, Shri S. M. Banerjee pointed 
out we would like to know what ill 
the' exact amount of arrears at this 
stage and how the situation is goin, 
to improve. 

We would also vote for this BUl, 
because it tries to get the money 
which was due to the Government, 
and naturally it will be spent for the 
Slate. There is no doubt about it. 
But it must be spent only for deve-
loping research on sugarcane and also 
for welfare of labourers or others who 
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are engaged in producing sugarcane. 
1 think the cess is meant for that 
purpose. One hon. Member seemed to 
suggest that the State was in need 
of money and it may spend it in any 
other way. I thinlt the Union Gov-
ernment cannot sanction anything like 
that. It cannot be that the sugarcane 
cess, which is collected and which is 
to be spent for development and 
research in 8ugarcan-e, will be spent 
in any other way by tke Uttar Pra-
desh Government. Therefore, we 
would like to know in which way this 
money is going to be spent. With 
these words, I commend this Bill. 
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Dr. B. GopaIa Bedd1: Mr. Ch&'r-
man, I am very happy that all politi-
cal parties in the Parliament have 
welcomed this measure. There is not 
one dissentient voice againlt the 
principles of either the ordinance or 
the present Bill. On the basic princi-
ples Of the Bill, there is no ditlereD4e 
of opinion at all between the Govern-
ment anc! the opposition partie. and 
the Conerea Party. They have all 
welcomed K Only, whlle IiviDc th_ 
approval to thia BUl, they have intro-
duced eertaln atnmeoWl elementa, 
and they diJcuIBed about donatiou 

received trom the sugar indWltry and 
things like thal Whether the output 
of sugar in U.P. is low or high, whe-
ther the recovery is low or high, what 
should -be done with regard to the 
priCe structure, whether sugar should 
be exported or should be given at 
lower prices to the local consmen, 
etc. are extraneous matters which are 
not germane to the Bill under con-
sideration. 

We are not imposing any new taz; 
we are not enabling them to taz any-
thing new from 3rd February. What 
we are trying to dO is to validate what 
was done previously from 26th Jan-
uary, 1950 to 3rd February, 1981. 
That is all. After 3rd February, 19«11, 
it is the U.P. Government's responsi-
bility. They !iave already issued an 
ordinance and perhaps they will aaa 
convert it into an enactment that it 
should be converted into a purchaae 
tax, etc. We are concerned only with 
what hapPened between 26th January, 
1950 and 3rd February, 1961. We are 
only trying to validate what wu 
undone by the Supreme Court 
majority judrment. 

From the 3rd February, of coune, 
they have converted it into a purchase 
tax. Shri Braj Raj Singh asked, how 
is it that it has escaped the notice of 
the U.P. Government and the Central 
Government all these year.? He auo 
saiel, when We enact a law, it mUit be 
fool-proof, Supreme Court-proof and 
all that. After all, we take an the 
necelWlry steps to see that our Act 
does not become ultra "ires of the 
Constitution and the Supreme Court 
and the Hiib Court do not ftnd any 
mistakes in the enactment. But In 
spite of all that, in,enioUi arl\lDlenb 
are advanced before the Judges, cer-
tain thin,. are discovered and the 
Judges also perhaps agree with one 
line of al'J'ument. of the advocat". 
and theY do ftnd certain ~. 

'ibis part1cular enaetmerJt !II DOt 
there merely from tHO. It wu ill 
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existence even from 1938 under the 
Government of India Act and the 
same section was transplanted into 
the Constitution of India in 1950. All 
these days nobody discovered any 
r..iitake. But suddenly some Diamond 
14iJl or somebody went to the 
Supreme Court and said that premises 
of a factory is not a local area like 
panchayats, that this is not octroi duty 
but sugarcane cess and so on. It was 
discovered long after the enactment 
was made in 1938. Again in 1950 and 
1953, so many enactments were made 
in U.P. Suddenly It was discovered 
by the Supreme Court. We are thank-
ful that the Supreme Court has dis-
covered it and we are trying to make 
amends for our mistake in the legisla-
tion and things like that. Again, it is 
not peculiar to U.P. alone. There are 
so many States which are levying this 
cess-Andhra Pradesh, Bihar, Gujerat, 
Madhya Pradesh, Madras, Maharash-
tra, Mysore and Orissa. Only Punjab, 
1 think, in their legal wisdom or 
whatever it is, termed it as purchase 
tax. All other State Governments 
had it under some separate sugarcane 
cess Act. In Andhra in 1952 or so 
th .'y passed the State legislation. 
Anyway. we have to consider what 
should be done with regard to other 
States. We are in consultation with 
the st've-ral State Governments and 
whenl'ver thE'Y come with their 
request. perhaps we will have to come 
forward with another legislation 
validating all the collections made by 
t"e State Governments like Madhya 
Pradesh, Bihar etc., and perhaps that 
will have tb be done very soon. 

II Ian. 

We are always reluctant to illue 
Ordinance. It 11 not as if with a 
feelin, of joy and deUcht we ilBue 
Ordinances. We always try to avoid 
Ordinances. U.P. asked us to ilS~ 
the Ordinance on 22nd Decemb«. The 

judgment was delivered on the 13th. 
They had to get a copy of the judg-
ment and then their Legal Depart-
ment and their Cabinet have to con-
sider that judgment. Then they 
addressed the Central Government 
"we do ndt have powers to dO any-
thing; we cannot issue Ordinance; we 
cannot undertake legislation; it is 
entirely in the residuary powers of 
the Central Government; you can do 
something; therefore, try to help us". 
When this letter came on the 22nd 
December, then we had to consider it 
and all its implications. Therefore, it 
is not right to say that we couIa have 
undertaken legislation between 13th 
and 21st December. Someone has to 
ask us to undertake legislation. It is 
for the U.P. Government to ask the 
Central Government to undertake 
Ipgisiation. We cannot do it entirely 
of our own. They have to consider it, 
because they are the affected party. 
And when they come before the Cen-
tral Gove·rnment it is not as if we 
could have done something without 
the Ordinance. It was an imperative 
necessity under those circumstances 
and there is nothing wrong in it. 
This is One of the very good occasions 
where the Ordinance could be legiti-
mately justified. With regard to the 
other criticism that the cess should 
be spent for the improvement Of the 
sugarcane industry, it is true that in 
1938 when it was originally under-
taken the intention was that. But, 
subsequently, the cess was increased 
from time to time. I know that It 
was very much lower in U.P. and 
other places. In Madras it was only 
4 annas; then it became 8 annBS and 
it is now Re. 1. In Andhra Pradesh 
it was 4 annas, then 8 annas, then 
Re. 1, then Rs. 3 and 1hen Rs. 5. Very 
soon it may ,0 up to Re. 6 to be on 
par with the Mpore Government 
MY'Ore charles Re. e per ton. There-
fore, from time to time it 11 increue~ 
and the State Governments are eer-
tainly spendi~ certain sums-I do not 
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say the entire amount or the whole 
amount but a lood deal of it---()l'l 
communication round about the sugar 
factories for the irrigation facilities, 
for the sugarcane fields and also on 
research. I think in Kanpur you have 
got a first class research station. They 
are all beinl financed out of the 
sugar cess. 

Shri S. M. Banerjee: It was done 
long before that. At that time the 
cane cess was not there. 

Dr. B. Gopala Reddi: Every Statl", 
out of its meagre fund, is financing 
sugarcane in the matter of irrigatior. 
facilities for the sugar fields and also 
in the matter of communication. Com· 
munication is a very important thing 
for the agriculturists to bring thl'ir 
sugarcane to the factories. When we 
do not have proper communication 
they cannot be brought to the 
factories. The State Governments !lre 
trying to spend this cess money on 
these various matters. 

Shri Chlntamoni Panirrahl: Are 
you satisfied that they have spent it 
fully? 

Dr. B. Gopala Reddl: I ranl10t ~ay 
that they are spending the entir", 
money or a gOOd portion of it. But, 
as far as Madras is concerned, because 
their area is small, they are spending 
95 per cent of the ceas collection for 
improved irrigation facilities. 

Shri Braj Raj Slnch: The U.P. Act 
specifically provides that all the Cet'l 
collected shall be spent tor tJ'I,. 
improvement of. the sugar cane indw-
try. That hal not been done. 

Dr. B. G.paJa &eddi: Tlwt act hu 
now gone. The Supreme Court has 
repealed it. '!bat Act does not exist 
now. It will now come under Alet-
ta: or ~ tax. So, let US talk 
about the future. There ia no UM of 
ta1k:inI what hu beftl dODe in IHO 
or 1151. That Act haa been killed by 

the Suureme Court. It has killed and 
buried it, and that is the end of it. 

Shri Jal'dish Awasthi: Why don't 
you appoint a committee to go into it? 

Dr. B. Gopala Reddi: With regard to 
the collection many points have been 
raised and many insinuations and 
imputations were made, because the 
U.P. Government have certain power 
under the dead Act and they could, 
if they wanted it, waive the recovery. 
I think in all the revenue codes you 
have that power. The executive 
government always have got the power 
to do that. Suppo-se there is famine 
condition. Then in the whole district 
the land revenue is remitted. Sup-
pOse there is larg,·.,(·ail' disease or 
some pest attack and things like that. 
That taluk or that area mu.~t be 
exempt from tax and the State Gov-
ernmnt must have that right to remit 
what they could collect. Therefore, 
and they did not use it tor any poli-
tical considerations. All far as the 
cess is concerned, it is being collected, 
will have to be collected and the 
State Government is very keen that 
no party should escape trom giving 
the cess which is due to the Govern-
ment. Even the party that has suc-
ceeded in the Sureme Court must 
also pay what is due to the State Gov_ 
ernment. 

I can say that trom 1950 they have 
actually collected roughly about lb. 45 
crores. The arrears are only about 
Rs ... crores. I do not think it is a 
very high percenta,e. As far u 
income-tax i. concerned, we IOme-
times say it is Ra. 273 crores and then 
the tax arrears are Ra. lU crores. 
Hon. Members have asked: "'hy do 
you not coUect it? We have our own 
difllculties. It is likewise in the matter 
III Central ezdae. In Rajuthan you 
have a luwe amount of arrears, &. 10 
Jakhs or 10, and that too tor the Jut 
IorIO years. We ere tryin, our bat 
but we are unable to collect It. 'nlat 
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is so even with reprd to Taccavi 
loans. In every State, whether it is 
Madras, U.P. or Bihar, there are large 
arrears of taccavi loans. Land revenue 
arrears are also there. . It is not 8S if 
arrears are only in this particular 
.case. 

Shri Chintamonl Panl,rahi: But the 
Governmen t is very serious in collect-
ing taccavi loans. They are very 
severe so far as peasants are concern-
ed, but not so with mill-owners. 

Dr. B. Gopaia Reddl: Every Gove-
ment, including Orissa Government, is 
serious of collecting its arrears. It is 
not a question before the U.P. or Bihar 
Government alone. The question of 
arrears is there before the Central 
Government before the income-tax 
department, before the customs de-
partment, before the central excise, 
sales-tax, le.nd revenue, taccavi, irri-
gation, almost everywhere. After all, 
there will be some amount of arrears 
in the case of all collections. I am not 
denying that the State Governments 
and the Central Government should 
put all the necessary pressure to col-
lect whatever is due to us. But there 
are other considerations. Somebody 
must have gone to Pakistan and even 
then the cess Is being collected. Some-
times the sugar is not released im-
mediately. There is another point. 
The sugar cess has, of course, become 
due. But sugar Is not released for 10 
or 15 days. Now, unless it is released 
they do not get the money. But the 
Central excise has to be paid on the 
spot. They cannot tet the stock until 
they pay. But the cess becomes arrear 
because they have to sell it, realise 
the money and then the State Govern-
ment have to collect it Then there are 
some administrative dlfftculties. 

An hon. Member contended that It 
is beln, done for political reuonl. 
The U.P. Government will certainly 
collect those Rs. " crores and if they 
.cannot caUter. it, they will wrIte it 

off. After all, there will be a certaiD 
amount of writing of! in these mattei'll. 
Suppose a party has lone insolvent, 
they have to write it of! instead of 
merely carrying it on account. 

Anyhow, we are not concerned with 
it. It is certainly within the legiti-
mate sphere of the U.P. State Govern-
ment, whether they have done it right-
ly or wrongly. They will naturally do 
what is in their interests. I do not 
think we should go on saying to the 
State Government "You have not done 
your duty; you have not collected the 
arrears of Rs. 4 crores". Then they 
will turn round and say "Why do you 
not collect Rs. 273 crores of arrears of 
income-tax?" What is my answer to 
that? So, we cannot go on ftnding 
fault with each other. They have their 
responsibilities and they are responsi-
ble to their own people as We are res-
ponsible to Parliament here. There-
fore, it is no use my suggesting to the 
U.p. Government what they should do. 
They know their job very well and 
they will take all the necessary steps 
to collect whatever is due to them. 

With regard to donations also, I do 
not think it is a relevant point-poli-
tical considerations on payment of 
subscriptions, donations and all that. 

Some sugarcane people are also Con-
gressmen. If they are Congressmen 
and if they are gIving money to the 
Congress fund, I suppOSe nobody can 
find fault with it. If they belong to 
the PSP and give contributions to the 
PSP, nobdy can ftnd fault with it. But 
the contribution is not from the 
amount that is due to the Government 
That Is extra. So that is a dift'ereDt 
matter. You have to ftpt out that 
under the Companies Act, not under 
this. It has no relevance to thJa Act. 

As far as the ct!Ia ia conc:erned, the 
U.P. Government have never waived 
it on political considerations or an,.-
thin, of that sort. They will not 
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waive it. They are a responsible gov-
ernment. We can trust them, certain-
ly. 

Madam, I am very happy that the 
BilI has received the approval of all 
sections of the House. 

Mr. Cbalrman: The question is: 

"That the Bill to validate the im-
position and collection of. cesses on 
sugarcane under certain Acts of 
Uttar Pradesh, be tsken into con-
sideration." 

The motion was adopted.. 

Mr. Chairman: I do not think there 
are any amendments to it. So I shall 
put all the clauses to the vote of the 
House together. 

The question is: 

"That clauses 1, 2, 3 and 4 the 
Enacting Fonnuls and the long 
Title stand part of the Bill." 

The motion was adopted. 

Clauses 1, 2, 3 and 4 the En4Cting 
Formula and the Long Title were add-
ed to the Bill. 

Dr. B. Gopala RedIl1: I move: 
"That the Bill be passed." 

Mr. Cbalrman: The question Is:. 
~at the Bill be passed." 

The motion WIU adopted.. 

IU! hi'll. 

BANKING COMPANIES (AMEND-
MENT) BILL 

TIle Mialster 01 Bev._e.... Chi! 
EQIeDd1tare (Dr. B. Oopala .... 1): 
Madam, I move: 

'"'Ibat the Bill further to amend 
the Bankiq Companies Act, 1", 
be taken into con.ideration." 

The House is aware that in Septem-
ber, 1960, the Banking Companiee 
(Second Amendment) Act was enact-
ed in order to facilitate the grant of 
expeditious relief to the depositors of 
banks in liquidation and the recons-
truction and amalgamation of banb, 
wherever such a reconstruction 
appears to be necessary or desirable, 
in the interests of the depositors or 
the general public. 

We have so far granted a morator-
ium under these new powers to twelve 
smaIl and medium-sized banks with 
deposit liabilities estimated at a little 
more than Rs. 10 crores. It has heeD 
necessary to freeze the assets of these 
institutions, pending the examination 
of proposals fOr the readjustment of 
their assets end liabilities, as a suit-
able atmosphere for a readjustment or 
an amalgamation cannot be created, if 
normal withdrawals at the option of 
the depositors ere also permitted. A. 
the total period for which a morator-
ium can be granted is limited to six 
months and as it is also desirable that 
the reconstruction and amalgamation 
should be completed earlier, if possi-
ble, we beve had to frame the rele-
vant scheme expeditiously and with a 
considerable sense of urgency, com-
pressing within a few weeks a praceu 
which normally takes several monthJ 
and sometimes even a few years. 

We have already sanctioned the 
8Chemes finally in the case of Prabbat 
Bank, the Indo-Commercial Bank and 
the Bank of Nagpur, after conlulting 
the transferor end tranlferee !naUtu-
tions, in accordance with the provi-
sions of the statute, and after takJ.na 
into consideration the other sugees-
tions which were made by the parti" 
or interestl concerned. It Ja neceaaary 
on practical consideration. to allow 
for the lapse of one full month after 
the IIUlctlonlne of the IChemes before 
the moratorium orders can be Ufted; 
and after allcnnn. for this time la£ 
We hope to be able to withdraw the 
moratorium orden In thNe three c ... 
some time duriq this month. 




