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recent verdict upholding a High Court 
judgement to fhe effect that smugsleis could 
deduct the losses incurred by him in his 
smuggling business including the amounts 
and values of goods confiscated in the process 
of smuggling; 

(b) whether this is likely to encourage 
smuggling activity in the country; and 

(c) if so, what specific deterrents are 
proposed to be introduced both in the law and 
the execution thereof for effectively curbing 
the smuggling activity across the shores and 
the international borders? 

THE DEPUTY MINISTER IN THE 
MINISTRY OF FINANCE (SHRI 
MAGANBHAI BAROT): (a) The supreme 
Court in the case of CIT VB. Piara Singh has 
in its judgement dated 8-5-80, J. No. 131 
(May) held that the loss on account of 
confiscation Of currency notes in the course 
of earring on regular smuggling activity is 
allowable deduction against the promts of the 
said business activity. The .legal business is a 
business within the meaning of the Indian 
Income-tax Act. The said judgement was in 
connection with the provisions of section 
10(1) of the Indian income-tax Act, 1922 
(Corresponding section 28(i) of the Income-
tax Act, 1961). 

(b) and (c) The implications of the 
judgement are under examination. 

Abolition at Octroi Ditty in Gujarat 

1301. PROF. RAMLAL PARIKH: Will 
th« Minister of FINANCE be pleased to state: 

(a) whether it is a fact that the former 
Finance Minister Shri H. M. Patel had assured 
to make good the 50 per eent loss to State 
Governments who abolished octroi; 

(b) if so, what are the reasons for not 
accepting Government of Gujarat's demand 
for this amount consequent to their declaration 
of abolition of octroi; and 

$c) what is the position of Gujarat 
Government's proposal in this respect? 

THE DEPUTY MINISTER IN THE 
MINISTRY OF FINANCE (SHRI 
MAGANBHAI BAROT); (a) Central 
Government had not taken or indicated any 
decision to the States about devising a scheme 
f°r giving a measure of compensation towards 
the loss of octroi revenue. 

(b) and (c) The then Chief Minister of 
Gujarat had written to the then Deputy Prime 
Minister (Finance) on June 29,, 1979 and 
again to the then Finance Minister on 11th 
September, 1979 in which it was intimated 
that the State Government had decided, in 
principle, to abolish octroi throughout the 
State on the understanding that Government 
of India would provide compensation to the 
extent of 50 per cent of the total loss °r 
revenue. The State Government was informed 
by the then Union Finance Minister and the 
Minister of State for Finance on the 13th 
August, 1979 and the 3th November, 1979 
respectively that the abolition of octroi lies 
wholly within the fiscal jurisdiction of the 
States and the Union Government had been 
holding discussion with the State Govern-
ments to evolve a co-ordinated policy with 
regard to the abolition of octroi and devising 
of suitable measures to make good the 
resulting loss in revenue. At no stage the 
Union Government had taken any decision on 
the question of compensation. The Union 
Government also felt that however desirable 
abolition of octroi may be, no sacrifice of 
revenue whether by the Centre or the States 
would be advisable having regard to the 
financial situation and difficulties expressed 
by the State Governments and local bodies in 
recouping losses by alternative measures In 
the circumstances, it was decided that Central 
Government could not pay compensation to 
the State Government in the event of the 
actual abolition of octroi. Since then there has 
been no development in the matter. 


