Government {30 APRIL.2008] Bills 225

5.00pr.m
GOVERNMENT BILLS (Contd.)
The Appropriation (No. 2) Bill, 2008
And
The Finance Bill, 2008— Conud.

SHRI SHARAD ANANTRAO JOSHI: Function of price list management of futures market
grows from the farmers, allows the farmers to hedge against adverse price movement thereby,
avoiding distress selling of their produce in the physical market. Similarly, the price discovery
mechanism brings efficiency in the agricultural market in a process by generating stable
price on the life of a crop. It needs to be understood that commodity futures market are.
performing an auxiliary function to the physical market which is already being taxed. Hedging
in futures market is covering the price risk. Therefore, this will amount to double taxation of
the same transaction. There is no tax on other assets of classes sensitive to the transaction
cast, such as commaodities, namely, bond markets, call money markets, forex markets, gold
exchange markets and market traded fund. In case of bonds the tax once levied had to be
withdrawn hastily on account of drop in volume and if this futures market is drawn out of
existence the farmer's community will wage a war and we will have to react very strongly
against the return of the old low cost of economy kind of measures. Thank you.
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SHRI P. CHIDAMBARAM: Mr. Deputy Chairman, Sir, I am grateful to the hon. Members
and, especially , the Leader of the Opposition, Shri Jaswant Smgh, for initiating this discussion
on the Finance Bill. Mr. Jaswant Singh has sent me a note saying that ‘he may not be present
when I reply because of other.commitments', and I quite appreciate that.

Sir, Mr. Jaswant Singh said that there must be a reform of the mindset. He was referring
to the Ministry of Finance but I take it as a comment on the whole system of governance. I
~ would support him in the argument that mindsets have to change. We no longer live in a
world where we can say that we are isolated from what's happening in the rest of the world.
The theory of decoulping India's economy from the rest of the world's economy is a fanciful
theory. On an earlier occasion, I had explained that we are dependent on imports for a
number of commodities, especially, crude oil, fertilisers, raw materials, minerals, metals, palm
oil, etc. We have to pay for those imports and we can pay for those imports only if we export.
So, imports are a necessity; exports are an imperative, and a country which has to increasingly
trade with the rest of the world cannot claim to be not impacted or cannot hope to be not
impacted from what's happening in the rest of the world. We live in a world where a number
of forces are at play. The year 2008 has seen a number of crises hitting many countries of the
world at the same time. There is a food crisis, there is a fuel crisis, there is a fiscal crisis in
some countries and there is a financial crisis which seems to have affected a large number
of financial institutions. WHile some of this was anticipated, and there is reference to these
in the Budget Speech, some of this is completely un-anticipated; not only India, many
countries did not anticipate this very sharp rice in commodities’ prices and food prices. But
if you read paragraphs 5, 6 and 7 of the Budget Speech, we had anticipated some of these
pressures and taken pre-emptive action. We cut customs duties; we cut excise duties; we
gave relief to Income Tax assessees, and we promises to take further fiscal and monetary
measures if it became necessary. So, it may not be correct to say that we did not anticipate
this turn of events. Paragraph 5, 6 and 7 of the Budget Speech, which I request you to read
again, do refer to these aspects.
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It is, therefore, important that our mindsets change so that we can bring to the governance
of the economy a set of policies and principles that are relevant to the modern world. And
these principles can only be based on an open polity and an open economy. We are proud
about our open polity. We should be proud that our economy is also opening up, because
it is the opening up of the economy, which was stated in 1991 by the then Finance Minister,
and now the hon. Prime Minister, Dr. Manmohan Singh, which has brought India to a stage
where we can legitimately claim that we will be the fourth largest economy in the world in a
few years, and that the prosperity of all Indians will rise as we continue to move up the
economic ladder. Even today, we are regarded by the rest of the world as an important
economy, a growing economy, a dynamic economy, which is the second fastest economy in
the world. My hope and ambition is to become the fastest growing economy. When you
say ' the second fastest growing economy’, you are conceding the first place to another
country, but our aim must be to become the fastest growing economy. At the same time, we
recognize that growth is not an end. Growth is a starting point. The goal is, inclusive
growth. No one of the side of the UPA or the Congress Party has even said growth is an end.
Growth is a starting point. Growth is an imperative. Growth is necessary. But the ultimate
gdal is inclusive growth, where we can share the benefits of this growth with all the people
of India. I believe that this Government, in the last four years, and this Budget and this
Finance Bill, has taken a number of measures to make growth inclusive, and I shall briefly
refer to them after I deal with the specific issues raised regarding the Finance Bill.

1 am conscious that this is the last stage of the exercise of passing the Budget. 1 am
grateful to hon. Members, especially the Chartered Accountant Members, who have pointed
out a number of aspects of the Finance Bill, and I shall deal with them.

Sir, as far Sikkim is concerned, there is a debate that has been going on since 1990. It is
a happy conclusion that we have reached an agreement with the Government of Sikkim.
They have a Sikkim Subjects Register. Anyone who is on the Sikkim Subjects Register
alone is entitled to buy property. The same Subjects Register will be operated and those
who find their names in the Subjects Register will be exempt from Income Tax; all others
would have to pay Income Tax. We have brought this amendment to reflect the agreement
and even 50, we have taken care to see that we are not reopening any assessments for any
past years; we are iaking it prospective. So, Sikkim subjects will be exempt from Income
Tax. Non-Sikkim subjects would have to pay Income Tax in the future. I do not think we
should try to unravel that agreement. It has taken 18 years to reach that agreement; we
should not unravel that agreement. In any event, I do not expect to collect very large
revenues from even the non-subjects of Sikkim. I think we should let the matter rest there.
Mr. Jaswant Sngh asked me, ‘why are you limiting the Income Tax benefit to five years'? My
short answer is, 1 am giving the Income Tax benefit for five years; they never had any
benefit! We are giving an Income Tax benefit for ﬂye‘ years, for hospitals that are located in
two and three-tier cities. 1 think the hospital industry is happy that they will get a five-year
Income Tax exemption. He also raised some concerns about 'fertilizer famine’ coupled with
fiscal improvements. I am surprised that the second Finance Minister of the NDA Government
ended by quoting a Chancellor of Exchequer. I think, he was directing that comment notto’
his successor, but to his predecessor. I won't repeat that comment now. But how can the
NDA Government claim to have been fiscally prudent compared to the UPA Government?
The NDA Government inherited a fiscal deficit 0f 4.8 per cent and it worsened to 6.2 per cent
and they closed their innings with the fiscal deficit of 4.5 per cent. So, after six years of NDA
rule, the fiscal deficit came down from 4.8 per cent to 4.5 per cent. We brought down the
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fiscal deficit to 3.1 per cent in the year that just ended and it will be 2.5 per cent by next year.
I will deal with off-budget expenditure items presently. Likewise the NDA Government
inherited revenue deficit of 3 per cent and it worsened to 4.4 per cent and when they closed
their innings it was still 3.6 per cent. You inherited 3 per cent, you closed your innings with
3.6 per cent and claim to be fiscally prudent! We have brought down the revenue deficit
from 3.6 per cent to 1.4 per cent in the year that is ended and will be 1 per cent next year. [
think, in terms of fiscal prudence, leave out other issues, this Government has been the
most fiscally prudent Government in India's history. For the first time, we have set for
ourselves FRBM targets and we will meet those FRBM targets by the end of 2008-09.

Yes, there was a question about what happens if you take off-budget expenditure items.
Even if you take off-budget expenditure, off-budget expenditure was incurred not for the
first time. Off-budget expenditures were incurred even during the NDA period every year.
Even if you take the off-budget expenditure, the fiscal deficit at the end of 2007-08 would be
3.3 per cent and revenue deficit at the end 0f 2007-08 would be 2 per cent. A vast improvement
on what we inherited, namely, 4.5 per cent and 3.7 per cent respectively. So, by any measure,
this Government is being fiscally prudent. The other phrase that was used, the alarming
phrase was 'fertilizer famine'. Let me assure everyone in this House that there is no fertilizer
famine and there will be no fertilizer famine. We have enough stock of urea. We produce
fertilizers; we import fertilizers. This Government has given agriculture the highest priority.
I quote Jawaharlal Nehru when he said, "Everything can wait except agriculture". This
Budget, as well as the last Budget, was described by commentators as the green Budget.
We will do nothing to hurt the farmer and we will do everything on our part to help the
farmer, and if that means importing more fertilizers at higher prices, if that means encouraging
Indian factories to produce more fertilizers and if that means bearing a higher fertilizer
subsidy, every one of that willbe done and fertilizer will be made available to our farmers.

Sir, another question related to the PDS. We just received hot from the printing press the
Report of the Standing Committee Food, Consumer Affairs and Public Distribution. On
page 54, there is a chapter on the PDS. The conclusions of the Standing Committee, after
referring to various reports, are at paragraph 4.72 onwards beginning at page 73. The
opening sentence is this: "The Committee finds that the diversion of foodgrains meant for
the poorest of the poor is the biggest menace in the functioning of the PDS. And, they go
on to quote the extent of diversion. They have given numbers for each State. It will be
embarrassing to many Members of the Council of States. Because each one of them
represents a State, it will be embarrassing if I read out the extent of diversion in each State.
So, I will not read it out. It is there on page 62. The point is: it is a shared resporisibility. The
responsibility of the Central Government is to give good procurement prices to the farmer,
procure the foodgrains and allocate it to the States. The responsibility of the State
Government is to ensure that there is no leakage, no diversion, no theft apd the foodgrains
reach the beneficiaries. This year, I am happy to inform this House that there has been a
dramatic turnaround in the food situation in the last three weeks. We have already procured,
as on day before yesterday, 134 lakh tonnes of wheat as against 76 lakh tonnes last year on
the same date. We have already procured 229 lakh tonnes of rice as against 209 lakh tonnes
last year on the same date. We are very confident we will exceed the producrement target of
150 lakh tonnes of wheat and we will also build a buffer stock-and a strategic reserve. We
have enough foodgrains. I want the people of this country to know that there are enough
foodgrains in the country as a whole. There are enough foodgrains. There will be enough
foodgrains in the public system and the public system is in a position to supply foodgrains
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to ensure the availability of foodgrains for all the people of India. Let there be no doubt on
that score at all. What about the supply to the PDS? Yes, there are complaints here and there
from the States. These complaints will be addressed as our stocks improve. We are not
discriminating against one State or another. Let me assure all the States, including Kerala
from where complaints have come from hon. Members, that enough foodgrains will be
given. Now, look at the record. During the six years of the NDA Government, the maximim
off-take from the PDS, reflecting the supply of rice and wheat, was 239 lakh tonnes. In the
first three years of the UPA Government-figures for 2007-08 and not fully available-we have
had 300, 309 and 313 lakh tonnes of foograins. We have supplied, on an average, 70 lakh
tonnes more foodgrains to the PDS. This year, I am confident, with the good harvest, good
procurement, good public stock, enough foodgrains will be supplied to the people. But,
then, after that, the responsibility is that of the State Government. That is what the Report
says. It is the State Government which appoints the ration shop owner, or ration shop
licensee, or manager; the State Government which inspects it; the State Government which
controls it. The State Government must ensure that there is no diversion. If one-third of the
foodgrains-39 per cent is what the Report says-are diverted, what does that mean? It means
that to that extent, the poor are deprived. I am not running away from my responsibility. But,
[ want the Council of States to impress upon the State Governments their responsnbllnty in
ensuring that the foodgrains are distributed to the poor.

Sir, Mr. N K. Singh, in his maiden speech, on which I compliment him-we have worked
together for many years in many capacities-made a good intervention on the overall economic
policy. I have no quarrel with that. He is of the same mindset as, I believe, I am. He called the
Budget expansionary. Well, in a sense, it is. Because we anticipated the slowdown in the
global output; we anticipated its impact on the Indian Economy. It is, perhaps, slightly
expansionary. But our ambition is to grow at 9 per cent and reach 10 per cent growth at the
end of the terminal year of the Eleventh Plan. So, we have to be expansionary. Yes, it is an
expansionary Budget and such circumstances could also fuel inflation. But, there is inflation,
as everybody knows, and as we have intervened in the earlier debate, it is both as a result
of demand in some sectos, and as a result-of supply shortages in other sectors. The demand
side is being dealt with by appropriate monetary policy actions. the supply side is being
dealt with by a number of administrative and fiscal actions. Ifis difficult year. It is a difficult
year not only for India but it is difficult virtually for every country. I don't take any comfort
in the fact, and I don't say this as an explanation or as an excuse, that India's inflation rate
is lower than that of many other countries. I don't. Let me make that very clear. I am not
happy about our inflation rate. But the fact is that this is, today, whether we like it or not, a
global phenomenon. This is impacted by global rise in prices of food, fuel and commodities.
Everybody is impacted. Countries which had inflation of one per cent or two per cent are
now witnessing inflation of four per cent. But look at some other countries and the kind of
inflation they have. Hungary has nine per cent; Russia has 7.4-per cent; Turkey has 10.9 per
cent; Pakistan has 7.7 per cent; Venezuela has 18.5 per cent-actually, it was year on year-
today, Venezuela has 29.1 per cent; Egypt has 14.4 per cent; and South Africa has 10.6 per
cent. We have taken measures and we will take measures to control inflation. We will take
fiscal measures, monetary measures and supply side measures to control inflation.

Mr. Trivedi referred to the new income-tax code. The income-tax code is ready. What is
not ready is a discussion paper. I have not had the time to apply my mind to the discussion
paper. Once the discussion paper is ready, I will certainly put the income-tax code in the
public domain. Mr. N.K. Singh helped me put out one in 1998. Unfortunately, my successor
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did not attend to it. But I will put another income-tax code in the public domain in the next
couple of months.

The definition of charitable trust in section 2(15) has been amended in order to plug a
loophole where businesses wearing the mask on disguise of charity are claiming exemption
from income-tax. If a charity runs a business, it must pay income-tax. If a business runs a
charity, the charity is exempted, but a chanty cannot run a business and claim exemption.
We are plugging a loophole.

As for the very of penalty without application of mind, it is a wrong reading of the
section. | am willing to sit with Mr. Trivedi. There is an application of mind. There is a
conclusion. A peculiar judgement said that you have to re-state the conclusion once again.
The section is very clear.

On setlement Commission, unfortunately, our experience with the Income Tax settlement
Commission has been very unsatisfactory. On the indirect tax side, the Settlement Commission
has been able to reduce the pendency. But on the direct tax side, the pendency has been
increasing at an alarming rate. Therefore, we have put a deadline and have said that if you
are-not able to dispose of a case within one year, the case will go the Assessing Oficer. It is
not that anybody is being deprived of any opportunity. The Assessing Oficer will give the
full opportunity. He will make an assessment. You can then gc and appeal right through the
hierarchy up to the Supreme Court. The Settlement Commission cannot become a place
where you lodge your case and forget it for ten years and nobody can take action against
you. Therefore, we have given a time-limit of one year.

On FBT earlier it was a disallowance method, I will explain it.The disallowance method
was a discretionary method. FBT is a non-discretionary method and I think the industry has
accepted it. There are no complaints from industry. I have not received any complaint from
industry on FBT this year.

Finally, there were some questions about ousourcing income-tax activities. That is not
correct. Income-tax functions are not being outsourced. The issue of PAN has been given
to seleced agencies. But the issue of a PAN is a purely non-core function. The receipt of e-
TDS returns, just the mechanical act of receiving the returns, and AIR returns and information
relating to tax collections are being outsourced and this is being transmitted only to the
Department. Core functions of assessment, etc. are entirely within the Income Tax Department.
There is no intention of outsourcing it to anyone.

Finally, Sir, there was a complaint that we were not transferring enough money to the
States. I am surprised by this. Never, in India's history, has so much money been given to

the States. Never. I am willing to debate it. Time is limited today. Let us have a public debate.

Please come and let us debate the numbers. In 2003-04, the State's share of duties and taxes
was Rs. 65,784 crore. This year, we will give to the States Rs. 1,78,765 crores. That is the
constitutional right of the States I am not claiming any act of generosity. The resson why I
said it a constitutional right is because I am collecting more and giving them more. Now
what is left to the Centre, what I get, what entirely belongs to the Centre, what we give out
of that, is called a grant. That is entirely discretionary, discretionary in the sense that the
Planning Commission, the Finance Ministry, the Prime Minister, they discuss with the Chief
Ministers, we give them money. We should. After all, the States can alone implement the
programme. Now, look at the number. This is not a constitutional right. This is a grant out of
the money left to the Centre. In 2003-04, we gave to the States, in terms of grant, Rs. 47,320
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crores. This year, we will give Rs. 1,24,546 crores. Never before in India's history has so
much money been given to the States, and that is why, the fiscal health of the States has
never been better than what it is today. All States put together on the 26th of April, had cash
balances of Rs. 73868 crores, twenty five States are in revenue surplus, all States put
together, are in revenue surplus. The fiscal deficit of all States put together is only 2 per
-cent.

Finally, Sir, there was some reference to CTT. CTT is a mirror image of STT. The same
arguments were put forward when [ introduced STT. Today, everybody accepts STT as a
legitimate levy which has brought about some lessening of volatility in the equity market.
CTT will have the same impact. There is CTT in many other countries. When anything new
is introduced, obviously, there will be some resistance and criticism. But I am now an old
war horse in this game. We will live with criticism for a while, but I assure you that it will be
accepted.

Sir, let me conclude by saying that his Government had done more for inclusive growth
than any other Government. NREG, RTI, Aam Aadmi Bima Yojana, the National Rural Health
Mission, the Swasthaya Bima Yojana, the vast expansion of Sarva Shiksha Abhiyan, huge
allotment to the Mid-day Meal scheme, all this is intended to be for inclusive growth, and
this Budget takes the process of inclusive growth, a step forward, and I am sure that even
if growth slows down this year to some extent, it may not be 9 per cent, but it will still be
between 8 and 9 per cent. That will still keep us the second fastest growing economy in the
world, and when the 5 year term of this Government comes to an end, when you look back,
‘you will say that this Government raised India's growth rate to a new level and brought
about a new dimension to inclosive growth. With these words, I conclude.

SHRI S.S. AHLUWALIA (Jharkhand): Sir, I have a small question. Sir, he mentioned
about Sikkim. Sir, I would like to know about Sikkim only. He mentioned about Sikkimese and
non-Sikkimese. The difinition of Sikkimese and non-Sikkimese is a very wide definition. Sir,
the day Sikkim became a part of the Union, those who were living there, they were from the
plains. There aré only 400 to 500 families. Will you allow them all tax exemptions or give them
the same exemption status, the same exemptions which you are going to give to the
Sikkimese? They were with them. They are part of the subject register. But as per the new
Income-tax Act amendment, they are not getting this benefit.

SHRI P. CHIDAMBARAM: Sir, I have clarified it, the definition of the term Sikkimese is
based on the register of Sikkim subjects, maintained under the Sikkim Subjects Regulation
1961, read with the Sikkim Subject Rules 1961 and Government orders issued in that regard.
The Government of Sikkim follows the same register and Government orders while issuing
certificates of identification to the residents of Sikkim which enables the holders of those
certificates to purchase land or seek employment in Government service in Sikkim. If anybody’s
name is found in the Sikkim Subjects Register made under the Sikkim Subjects Regulation,
he will be entitled to the benefit.

MR. DEPUTY CHAIRMAN: qu,ljnl! put the motion regarding the Appropriation
{No. 2) Bill, 2008 to vote.

The question is:

*Thst the Bill to authorise payment knd appropriation of certain sums from ard out of
* “the Consolidated Fund of India for the #etvices of the financial year 2008-09, as
passed by Lok Sabha, be taken into consideration.”
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The motion was adopted.
We shall now take up clause-by-clause consideration of the Bill.
Clauses 2 to 4 and the Schedule were added to the Bill.
Clause 1, the Enacting Formula and the Title
were added to the Bill.
SHRIP. CHIDAMBARAM: Sir, | move:
"That the Pili be returned.”
The question was put and the motion
was adopted.

- MR. DEPUTY CHAIRMAN: I shali now put the motion regarding the consideration of
the Financial Bill, 2008 to vote.

The question is:

"That the Bill to give effect to the financial proposals of the Central Government for the
financial year 2008-09, as Passed by Lok Sabha, be taken into consideration."

The motion was adqpted.

MR. DEPUTY CHAIRMAN: We shall now taken up clause-by-clause consideration of .
the Bill. i

Clauses 2 to 125 and the First Schedule to the
Ninth Schedule were added to the Bill.
Clause 1, the Enacting Formula and the Title

were added to the Bill.

SHRI P. CHIDAMBARAM: Sir, Imove:
"That the Bill be returned.”
The question was put and the motion was adopted.

MWW(WW):M#L yA Wit S o1 @ 1 % o s e e it
A ww o1 f5 I fawg Ja yivew 3 33 a1, I FAE L (HAuA)...

st Twaahy: e ey o e
sirh g TR 51 %) AT, 9 A S W @ (...
T W B (APFETE) W T o, WA B SR .. (e, .
ot IwavTafy: JElt Fa A F subject B, FE S| . (FAEA)...
siraet gon W g 290 St w7 g €@ 9 L (smEem).

MR. DEPUTY CHAIRMAN: It is a subject relating to the Petroleum Ministry. The
Petroleum Minister is here. He is going to answer it. ...(Interruptions)...
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sheeft g wrw: W, Form =fiw 3 9w AEaE ¥ 8, 9 ol @t g L ().

MR. DEPUTY CHAIRMAN: Mr. Deora is going to reply. Please listen to him.
.(Interruptions)... :

STATEMENTS BY MINISTERS (Consd.)

Issues raised By Hon'ble Leader of Opposition concerning Minist. v of Shippilig,
Road Transport and Highways

THE MINISTER OF PETROLEUM AND NATURAL GAS (SHRI MURLI DEORA): Sir,
the Ministry of Petroleum & Natural Gas had made allocations of 10,000 cubic metres of gas
per day to M/s Kings India Chemicals Corporation Limited and 4.5 lakh cubic metres of gas
per day to M/s Kings India Power Corporation Limited. ...(Interruptions)...

it g g (R 529) : For st X deg #Y wawE %t &, impropriety commit %t &...
oft sqerey: Fei w1 82 .(SrEEm)...
shuet o T o # AR B TN W D T aw R o i ) L (e

SHRI MURLI DEORA: Sir, the Prime Minister's Office has not issued any order or any
instructions to help the Company. Certain references were received from Prime Minister's
Office in a routine manner without any recommendation on the basis of a representation
made by Shri Selvakumar Baalu, Director of the Company. ...(/nferruptions)...

Sir, the Companies filed writ petitions in the Madras High Court against the cancellation
of agreed allocation of gas. ...(Interruptions)... A learned Single Judge, by order, dated 10th
October, 2007, passed the following orders:—

"The first respondent herein is directed to afford reasonable opportunity to the petitioner
herein and thereafter made re-allotment in favour of the petitioner on the basis of the
priority. This exercise can be done within a period of four weeks from the date of
receipt of a copy of this order". ...(Interruptions)...

- Since the order of the single Judge was not implemented, the company filed a Contempt
Petition. In the meanwhile, Tamil Nadu Power Producers Association and Narimanam Zone
Natural Gas Consumers Association filed Writ Appeals, W.A. No. 241 and 244 of 2008,

# against the orders of the Learned Single Judge, dated the 10th October 2007, in Writ Petitions

© Nos. 29602 and'32441 of 2005, before the Division Bench of the Madras High Court. Union
of India, GAIL and the Companies were parties. The Division Bench of the hon. High Court
of Madras passed an order in the Writ Appeal, on 19.02.2008, wherein the earlier order
passed by the Single Judge on 10.10.2007 was set aside and the Government was directed
to decide upon the applications on the firms on merit. ...(/nterruptions)...

In the meanwhile, one independent Power Producers Association and others have filed
a Writ Petition, Civil No. 9595 0f 2007, in the High Court of Delhi, wherein the same subject
matter of allocation of gas in involved and a stay order was issued by the aforesaid High
Court. ...(Interruptions)...

MR. DEPUTY CHAIRMAN: Mr. Maitreyan, this is Parliament ...(Interruptions)... This is
Parliament. ...(Inferruptions)... It is everyone's responsibility, it is our responsibility



