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Moiioranjan   Roy.] 
of them will be absorbed and whether their 
service conditions will be maintained. They 
have   15  ye i s'  service. 

SHRI DAI,BIR SINGH: Ii is a question ill 
protection lor labour also, as 1 told you. 
Service maintenance is a general question. It 
is everywhere. 

THE VICE-CHAIRMAN (SHRIMATI 
PURABI MUKHOPADHYAY): Please 
finish. 

SHRI DALBIR SINGH: We are consider-
ing   all   these   points   while   solving   this 
question. 

In the end. Madam' 1 request thai the Hill 
be passed. 

THE VICE CHAIRMAN (SHRIMATI 
PURABI   MUKHOPADHYAY):   The   
ques 
lion is: 

"That   ilit-   Bill   In   aimnd   the   
Alcock Ashdown  Compare;   Limited   
(Acquisition 
of   Undertakings)      Act,    1973,   be   
taken into consideration." 

The motion was adopted. 

THE VICE-CHAIRMAN (SHRIMATI 
PURABI      MUKHOPADHYAY):   We  
shall 
now  take up clause by  clause consideration 
of the Bill. 

SHRI D. D. PURI: Madam, the objection 1 
raise is, in the original Ail acquiring the 
Undertakings, "Undertakings" has been 
defined as follows: "The undertakings of the 
company shall be deemed in include all 
assets, rights, powers, en." Now Explanation 
under clause 3 sa\s: — 

"For   the   avoidance   of   doubts,   it   is 
hereby       declared   that       the   expj 
'undertakings  of  the  company'  does   not 
include— 

(a) any  debts  due   to   the  compair. : 
and 

(b) any   amounts   recoverable   1>\    
the company from iis shareholders oi dii • 
I ors. 

Is   there  any  real   doubt   at  all   thai 
of a  company  include book  debts?   Is  thai 
d i i i i h i i n i ?    What   ihe\   ha n    taken   a 

the undertakings and "undertakings" lias been 
defined as assets. Assets have bc-i a taken 
over. I- thqre any doubt at all thai debts due In 
the company are assiis ol tin company or any 
monc\ recoverable 1 j\ the compan) from its 
directors or shareholders? They are assets of 
the compan) and assets have been taken over 
under the definition of "undertakings". I do 
not know how this doubt should have come ai 
all or whethei the) want, to curtail the scope 
in what they are acquiring from the original 
scope. 

THE VICE-CHAIRMAN (SHRIMATI 
PURABI MUKHOPADHYAY): Do you 
wani   to   sa\   anything,   Mr.   Minister? 

SHRI  DALBIR SINGH :     Madam,  there 
is no question ol  curtailing the scope. That is   
llie   Hue   intention   <>T   [he   Government. 
As i have made ii deai earlier, we, have goi 
these undertakings for public pin whereas 
bonk debts, etc. cannol be construed as lor 
p u b l i c  purpose. So Mr. Puri should have no 
doubl about ii. I again sav dim it has never 
been the intention of ilie Government to 
include these in the definition  as we have 
made it clear. 

Clauses  -  mid  .'!   were  added  to   the  
Hill. 

Cliiu.li    1,   the   Enacting   Formula      and 
the Title were added in the Hill. 

SHRI DAI.BIR SINGH: Madam, I mine: 

" I hat   the   Bill   be  passed." 

The question  was jmi and the  motion was 
adopted. 

THE DIRECT TAXES (AMENDMENT) 
BILE,  1071 

THE   MINISTER  OF  STATE  IN  THE 
MINISTRY   OF   FINANCE   (SHRI   K.   
R. GANESH):  Madam,    I beg to move: 

"That the Bill further to amend the Income-
tax Act, 19(31, the Wealth-tax Act, 1957, 
the Gift-tax Act, IMS. and the Companies 
(Profits) Surtax Act, 1964 and (o provide 
for certain related matters, "I b) the I.nk 
Sabha, be taken into   consideration." 
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THE VICE-CHAIRMAN (.SHRIMATI 
PURABI MUKHOPADHYAY): I think now 
we have quorum.     Mr.  Ganesh. 

SHRI K. K. GANESH : Madam, the Direcl 
raxes (Amendment) Bill, 1973 was introduced 
in the Lok Sabha on 3rd September, 1973 and 
was referred to a Select Cornmittee of the 
House on 23rd November, 1973. The Report 
of the .Select Com-n i i i l e i  was presented to 
the J.ok Sabha on 29th April, 1971. The 
Committee madi several modifications in the 
Bill. r i n se  modifications constitute a distinct 
improvement over the provisions in the Bill as 
originally introduced. The Bill has been 
passed b\ the I.ok Sabha w i i h o u i  an\ further 
modification and it is now before this House 
lor consideration. I will not tire the House trj 
going into the details of tin Bill but will onl\ 
content myself by brief!) explaining  some  of   
its  salient   features. 

M a d a n i ,  in his Budget Speech last year, 
the Finance Mfinistei had given an indica don 
"I certain proposals which Government had in 
mind lor encouraging industries in selected 
sectors and those in backward anas, aj also 
Eoi promotion of research and development 
and exports. One of the principal objects of 
this Bill is to givi effect to these proposals. 
The Bill also aontains a number of other 
proposals for removing difficulties 
experienced in the administration of d i rect  
t axa t ion  laws and for providing lax 
exemption in respect of certain   call gories   
of   income.  

Willi a i ic n  to encouraging industries in 
selected   sectors,   the   Bill   provides  for   
the it   oi   an   i n i t i a l   depreciation   
allowance of "o pel  cent of the cost of 
machinery or plaul   installed   alter   3lsl    
Mav.   197-1. 

I n i t i a l  depreciation allowance will be 
available in re spec t  ol machinery and plant 
installed for purposes of generation and 
distribution of electricity or any other form of 
power and ships or a i r c r a f t  acquired by 
s topping  oi aircraft enterprises. I n i t i a l  
depreciation allowance will also be available- 
in resped of machinery and plant instal led 
for purposes of manufacture of arti cles   and    
th ings    specified    in       the   Ninth 

Schedule proposed to be insetted in the 
Income-tax Act. Selection of industries [or 
purposes of this concession has been made 
keeping in \ iew their priority from the angle 
of exports, essential needs for intermediate 
and investment goods, essential needs of mass 
consumption, the existence ol c a p a c i t y  
constraints on production and other relevant 
factors. In order to help the small-scale 
sector,  the benefit of this tax concession is 
being extended to machinen or plant 
i n s t a l l e d  in till small-scale industrial 
undertakings, irrespective of the atli ci s 
manufactured by them. For this purpose, an 
industrial undertaking will be regarded as a 
smal l - sca le  indus t r ia l  undert a k i n g  if 
the cost of machinery or plant installed 
therein  does not exceed seven hundred   and   
fifty   thousand   rupees. 

Another important tax concession pro 
posed in the Bill r e l a t e s  to the grant of a 
partial  tax holiday in the case of industries 
and    hotels    set     up    in    speeilied    
backward 
areas.     Under  the  provisions in   the  Bill, 
new industrial undertakings and approved 
hotels sel lip in speeilied backward anas allci 
list M a r c h ,  1078 will be allowed a 
deduction equal to 211 per cent of their profits 
for a period of III years. In the case of 
industrial undertakings which commenced 
production a f t e r  31st December, 197(1 but 
before 1st April, 1973, the conc e s s i o n  will 
be available only for the unexpired portion of 
the 10 veto period from the commencement of 
production. The b a c k w a r d  areas speeilied 
in the Bill for the proposed tax concession are 
the same as have been identified be the 
Wanning Commission for the gram of 
concessional finance  by  public   financial   
i n s t i t u t ions .  

With a \ie-n to encouraging development of 
indigenous technology and self-rel i a n c e -  in 
Industry, the Bill seeks lo enlarge the area of 
fiscal incentives lor promoting research and 
development. Under the Bill, expenditure 
incurred by taxpayers on payment of salaries 
to t c - s r a i e h  personnel and on material 
i n p u t s  during the three years immediately-
preceding the commencement of the business 
will be deductible in computing the taxable  
profits erf the year in w h i c h  the- business is 
commenced. The (leehlc-lion will be limited 
to the amount certified by the prescribed 
authority to have been actually spent on the 
qualifying items. The Bill   also    seeks    to    
provide    a    weighted 
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[Shri   K.   R. t . a n e sh . J  (led lid ion  in  
an  amount  equal   to one  and one-third   
( i n n s    the   aniounl    paid   hy   lax-payers   
for   sponsored   researdi   in   any   approved 
laboratory. 

Under the Iniome-lax Act, a weighted 
deduction equal to fine and one-third tiroes 
die amount of expenditure incurred on 
development of export markets is allowed in 
computing the taxable profits. The Hill seeks 
in increase the weighted deduction in the case 
ol widely-held companies in one and one-half 
times the amount of the qualifying 
expenditure. 

L'ndci the provisions ol the Income-tax Aci. 
penalty is imposablc in die ease of taxpayers 
for delay or defauli in furnishing the return ol 
income. The penalty is calculated at 2 per 
cent of the tax payable In   tlie   assesses   for   
every   month   during 
w h i c h     the   default    continues,    subject   
lo   a 
maximum of r>0 per cent of the tax. Tin 
Income-tax Department had proceeded on ihe 
view ili.it the expression "the tax" means die 
tax det< i mined on the basis of die 
assessment as reduced bj the tax, ii am. 
deducted at source or paid in advance. In the 
rase ol die Commissioner of Income-tax ii.s 
Vegetable Products Ltd., the Supreme Court, 
however, held that the penalty is to he 
calculated with reference to the net tax 
payable b\ a person alter deducting not onlv 
the tax deducted at source and paid in 
advance, hut also the tax paid on self-
assessment or p rovi s iona l  assessment. In 
view ol this ruling, taxpayers will be able to 
dclav or withhold their returns of income 
w i t h o u t  exposing themselves to the risk of 
am penalty. This is because a delinquent 
taxpayer, when detected 1>\ tin; Department, 
could furnish the return of Income promptly, 
pa) the tax on the basis of tin return and thus 
save birnscll from penal consequences. 
\ n o i l n i  effect ol the judgment of the 
Supreme Conn will    be   that   in   a   very   
Large   number   of 
cases where penalty has already been im-
posed b\ the Income-tax Department, pen-alt} 
orders will have to be vacated or rectified in 
the light of the ruling of the Supreme Court. 

'Ibis would generate enormous adminis-
trative work and would also e n t a i l  a refund 
of large amounts collected by way of 
penalty. In view of t h e s e  considerat ions 
ihe Bill seeks 10 make a retrospective amend-
ment    in   die   Income   Tax    Act    I"   set 
Ul 

thai lor the purposes ol imposing a penalty foi 
dclav or d e f a u l t  In furnishing returns ii 
income, the pen a It; w ill be calculated with 
reference to the net tax determined .in 
assessment, as reduced ortl; In the tax, it any, 
deducted at source or paid in ad-same. The 
Hill also seeks lo make similar  provisions in 
r e l a t i o n  to penalties foi delay or default in 
furnishing returns of net wealth,  taxable gilts 
and chargeable profits, 

lit. bill also contains provisions relating lo a 
few other matters, such a- exemption from tax 
in respect of interest payable In p u b l i c    
financial   institutions     and   banking 
mpaiu'es established in India on loans raised 
in foreign countries in certain cases; 
exemption from tax in respect of aw for 
l i u i a i v .  scientific and artistic work 01 for i 
v in spoils and games instituted by the Central 
or am Slate Government or approved In the 
Central Government; exe m p t i o n  in respect 
of rewards given by the Central or am State 
Government lor approved purposes; removaj 
of a practical difficult) in Ihe wo r k i n g  ol the 
provision relating to tax exemption in 
respect of remuneration of c e r t a i n  foreign 
technicians; and for conferring power on die 
Central id ol Direct !'axes to mala rules with 
retrospective effect to give effect to subordi-
nate legislation n h i i h  is noi prejudicial lo 
the interests ol taxpayers. I am sure, the 
hon 'b le  Members would have Studied the 
provisions   of    Ihe'    Bill    v el v    carefully   
and 
it   is,   therefore,   not   neceraary   for   me   
to d i l a t e  on these provisions. 

Madam,   the   ob jec t s    ol   dm   bill   are   
Hon controversial   and   l audable    and   I   
am   confident   ih,it   ii   will   receive   the   
unanimous 
suppol I   of  the   I louse. 

With   these- observations,   Matlam,   I   

move. The question wot proposed.... 

SHRI S. S. MARISWAMY | I .ami Nadu); 
Ihe hon 'ble  Finance Miniate! has said that 
the    bill    is    a    laudable   one   and    is    
non- 
controversiat,     1  ai...... JI  in  a   position   to 
accept his statement. Of course, the bill has 
goi loin objects: (1) allow tax con-les- icns  
lor encouraging establishment of 
i ndus i i i e ' s  in selected areas; (2) promote 
industries in backward pa r t s  specified by the 
erve Bank; (8) g i v i n g  tax concessions for 
the' advancement of scientific research; and   
(Ii   emphasis  on   expenditure   cm   the 
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development of export market etc. If the Bill 
envisages i;n relief,  to tliat extent I ;im 
prepared to welcome it. Bui this Hill is bring 
passed on the 8th August. In the tasl week of 
Jul) we were g i v e n  a kick in the lj.uk b\ a 
Supplementary Budget, hi the annals of th( 
history ol I n d i a n  Parliament never a 
supplementary budget had been introduced in 
the House within such a short period of four 
months, that is, from March to [nly. On the 
one side we get a supplementary Hill with a 
view to netting R,s. 250 crores and on the 
othei side \i get tax concessions, loom this it 
appea s thai there must be some chaotic 
conditions prevailing in the Finance Mi n i s  
try. There must be some uniform policy. We 
do not know what will come in the next 
M o n t h .  We may be presented with nnolhe; 
supplementary   budget  and. again, the next 
month we ma\ gel sonu- mote tax relief here 
and there. That is the state of affairs today, 
Madam. 

As Hoards the merit of the bill, there  are 
certain meritorious parts and also there an 
parts which are to he condemned. First of all. 
let ns take the priority list that they have 
given. In that thev haw inc luded the cotton 
texti le  industry. But the\ have debarred front 
the list synthetic fabrics. NOII know. Madam, 
this anamolous silua lion has been prevailing 
lor a long lime. \! one stage the Manning 
Commission in consultation with the 
Petroleum and Che l Ministry and the 
Industrial Development Ministry w a n t e d  
that nylon and synthetic f ibre should develop 
at n greater speed in the country. For your 
information, Madam, the Planning 
Commission has : i"iled a bigger role to this 
industry for clothing  millions  of our  
countrvmen. 

"The target for the Fourth Plan is 11,000 
m i l l i o n  metres and for the Fiflb Plan, 
lfi.000 million metres with a per capi ta  
consumption of "..r> metres of synthetic fabric 
out of a total of 14.5 metres. This will call for 
a massive investment for ins ta l l ing  the 
latest and up-to-date  machin ,\ to achieve 
the ambitious targets fixed bv the 
Government. In addition to meeting the 
increasing home demand, the synthetic fabrics 
have also to c a p t u r e  the world market in an 
increasing degree fo earn valuable foreign 
exchange for the country." Madam, we have 
seen a very anomalous situation. Some of the 
renowned cotton t ex t i l e  mills like Mafatlal, 
Calico, Bombay Dyeing,    Tatas,    
Sarangpur,     Delhi   Cloth 

Mills, Khatau. New Shorrock. kohinoor, 
Binny and Madura Mills of Madurai— 
the) all enjoy a good reputation—use 80 
pet cent cotton and 20 pei cent synthetic 
fibres and yet they arc given the i n i t i a l  
deprecia t ion  allowance to the extent of 20 
pel lint and also a higher rale of develop 
ment rebate. Hut the?' i eral 
uni ts  
in Punjab, Harvana. Bomba\ and Gujarat 
in the smal l -s ia lc  sector which are engaged 
in the production of synthetic fabrics. But 
they are denied these two incentives. i,g, 
b ighe i  ia!i ol development rebate and ini 
tial depreciation allowance of 20 per cent, 
whereas   these   big   houses   enjoy   these   
two i ess, ionv        
I    do   mil    understand    the 
logic behind it. What is the rationale behind 
it? During 1973 the production ol polyester 
fibre was expected to be around 16,000 tonnes 
and at least 90 per cent of it. i.e. 12.000 
tonnes—if my figures are correct—go to these 
big houses, to these cotton t e x t i l e  mills so 
(ha) it could be mixed with cotton. Now. at 
the instance of the Planning Commission, the 
Ministry of Indie Irial Development, under 
Mr. C. Subra-n i ju i am.  sent out circulars to 
all the State Governments asking them to 
start nvlon factor ies ,  synthetic fabric 
factories.  Twelve Stale Governments 
applied for it. The Petroleum and Chemicals 
M i n i s t i y  said "Vou should li\ to stall these 
industries in the j o i n t  sector  and vou must 
produce 36,000 tonnes of nylon yarn before 
the end of tin Fourth Plan." Immediately these 
S t a t e  Governments sent tluir representative! 
all o\ei tin world, some to Cerniauv, some to 
Japan and scum to Italy and other p l a c e s  in 
gei collaboration. Many of the State 
Governments succeeded in getting col-
laboration. Then they chose the site. They 
co l l ec t ed  the material. Hut when they ap-
plied for the licence, it dawned on somebody 
in the Planning Commission, some Gautama 
Buddha, that it was a l u x u r y  item, a rich 
man's item and licence should not he' given. \s 
a matter of fact, our S t a t e  Government, 
Tamil Nadu Government, had spen t ,  if I H 
member correctly, more than Rs. 15 lakhs on 
this. The Mysore Government had spent Rs. 
20 laths on this. Vou may remember, Madam, 
last time I read in the House a letter written In 
Mi. Devraj Urs himself to Mr. Subramaniam. 
In that l e t t e r ,  Mr. Devraj Urs had said that   
"by  shelving  this  project,   the)   were 
ghing room fol people to t h i n k  that ihe\ 
wcie playing into the hands of Birlas. I.nas 
and Other  big bouses in the country. 
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[Shri S: S. Mariswaim | Having gone so far 
we should not rettace our steps. Willi \oiu 
influence in the Central Government, I would 
request you to see that this project is passed." 
That letter I read out before Mr. 
Subramaniam. The nilni clac when he was 
here I asked him what happened to this aspect 
of our project. Pat came the reply that it is not 
his mistake: the mistake ties with the Planning 
Commission. And on that day luckily Mr. 
Dhar was sitting bv his side. 1 (old hire in the 
last Session he gave an assurance that the 
matter will be tlecided soon. Then I told him 
van gave this assurance and it is alreadv more 
than no days, and according lo the Rules of 
the Assurances Com-mi i tee  you could be 
hauled tip before the Assurances Committee 
that you have not kept ii]> your word. Then he 
said "the fault does not lie on my Secretariat, 
it is on me as well as mv colleague, Mr. Dhar. 
We have no time to sit and discuss the 
matter." He also made a request to Mr. Dhar lo 
discuss the matter and dispose il of one way or 
the other, The}  are 
in the same Government. 1 believe the Cabinet 
is meeting quite often. Could they not find a 
few minutes lo sit and discuss this matter? I do 
not know how strong is the relationship 
between one Minister and another that they do 
not have even social contacts. Either Mi. 
Subramaniam or Mr. Dhar can just make a 
telephone call to the other and invite and sit 
over a cup of tea and discuss the mailer. They 
tan easily settle the mai ler .  In the absence of 
such a thing, now many state Governments air 
in a quandary. Then do nor know what to do. 
When they included in the priority list the 
cotton textile mills, I thought these inan-madc 
fabric fa< tones which are producing synthetic 
fibre would also he included. But 1 am very 
sorry to say that in the fifth schedule of the 
Income-Tax Act 10G1 entries 32 and 31! 
say—textiles in-cltlding those dyed, printed 
and/or otherwise processed made wholly or 
mainly bv cotton yarn. . . .and. thin, dyed, 
printed or otherwise processed, made of jute. 
etc. etc. and there is no mention about this 
syn-i h e l i c  fabric. If they want to reach t In -
target of 16 million metres which would give 
14.5 metres to an average man and out of 
which S.5 metres will be synthetic fabric, 
these people should be given an incentive. 
Furthermore, you will be surprised to know 
that so many small countries   have   now    
laken    up   this   th ing  

and are earning a lot of foreign exchange, For 
example, fapan is taming about Rs, i HI!! 
crores per year. Korea, which was a war-lorn 
eoutry, is earning about Rs. :'.Ofi crores. 
Hong Kong is r a i n i n g  about Rs. 20(1 
irores. And we are earning a grand sum of Rs. 
]() crores pel year. Mien how would people 
come and invest money? li von want to attract 
capital  to come and sink money in this 
projeii ,  you must give incentives as you give 
to other industries. You must give protection 
to this industry! If a little incentive is giveri, if 
it is included in the priority list whereby these 
people enjoy the higher talc ol   development   
rebate   .<\.d   also   initial   de- 
pieciation allowance of 20 per rent, then 
people will not only reach this target, but also 
exceed the target. This is my information. 
Not only do you earn Rs. 10 crores, s<HI will 
earn i i i u c l i  more. We can export lo Middle-
E.IM countries, to South-East Asian countries 
and earn a lot of money. Furthermore, this is a 
ver] false notion thai il is a lie li man's 
garment and is not used li-' the common man. 
People who s;:\ ii themselves use il. and al the 
same lime they call themselves socialists, In 
the recent AICC meeting there was a discus-
sion whether they should wear KJiadi oi not. 
Somebody came forward, a ymitlg man, and 
said if ibis restriction lie there then 
intelligentsia would not come to the Congress. 
I do not know what he mean! by ii. whether he 
means that the people who are in the Congress 
and wearing Khadi do mil belong lo ihe 
in te l l igents ia  class. I am also wearing 
khadi in spite of the fact that I am nol a 
Congressman. But what about the common 
people, the poorest man in the country? 
Whoever it is, even die poorest man. whatever 
his profession, has nne   or   Iwo   nylon   
fabrics   with   him. 

"i  P.M. 
Ii is inn because ii is colourful, but il 

is economical and also durable. You lake one 
nylon shirt, li can be used loi years in come 
provided you do not tear it. It is not the ease 
with other things. So, I would appeal lo the 
Finance Mi n i s t e r  to see that in ihe priority 
list synthetic fabric is also included and 
incentive given so that ihe country will stand 
to gain by earning more foreign exchange. 
More number of peoph also can be absorbed. I 
am not talking of big people; 1 am speaking 
of small-scab people and medium-sized indus-
t r ies ,      I   am  only  speaking for  them. 
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(Interruption) 

(Interruption) 
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SHRi D. li. PURI (Haryana): I rise on a 
point of orclir. May I know, Sir, if all that lu- 
has said is relevant to the Bill at all? 
Secondly,   he  has  not  made  the statement. 



247 Direct Taxes [RAJYA SABHA] (Amdt.) Bill, 1974.          248  

 

SHRI H. M. TRIVEDI (Gujarat): Mr. Vice-
Chairman, Sir, I will probably have to 
recollect my thoughts before 1 slarl speaking 
in view of all that has transpired. 1 rise to 
welcome this Bill and its major features. 
Some of the features are only technical 
provisions which arise from the Supreme 
Court's decision granting powers. 
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(Interruption)

(Interruption) 
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as I said, I rise to welcome some of the 
features of this Bill. I started saying that some 
of the provisions of this amendment Bill 
really relate to taking powers in order to 
safeguard against or get over the impli cations 
of certain judgments of the Supreme Court. I 
would not like to comment upon them, but 1 
would sincerely welcome the provisions in 
this amendment Bill which r e l a t e  10 fiscal 
incentives being granted for research. But 
looking at the wording of the sections whicli 
have been provided here for fiscal incentives 
for research, I would only like to urge that in 
the implementation of the amendments, in the 
implementation of the Income-tax Act, they 
may be liberal. As fax as the provisions go, 
perhaps no further improvement can be 
effected at this stage. However, in relation to 
the fisiat incentives, definition of 'hotel', 
'period', 'salarv'. etc. in relation to research 
and so on. some of the provisions are rather 
rigidly worded. I hope in the implementation 
of the Act. there will be a certain liberality. . . 

 

 

(Interruption) 

SHRI H. M. TRIVEDI: Mr. Vice-
Chairman,   Sir.   do   you  want   me   to  
speak 
now? 

SOME      HON.   MEMBERS:       We 
adjourn now. 

THE VICE-CHAIRMAN (SHRI JAGDISH 
PRASAD MATHUR): The House stands   
adjourned   till   11   A.M.   tomorrow. 

The   House     then  adjourned  at six  
oi   the clock  till  eleven  of  the clock   
on   Friday,   the  9th   August, 1974. 
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