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COUNCIL OF STATES
Monday, 21st September 1933
The Council met at a quarter past

eight of the clock, MR. CHAIRMAN in
the Chair.

THE ESTATE DUTY BILL,
1953—Continued

Mgr. CHAIRMAN: Mr. Deshmukh
will reply to the debate.

Tee MINISTER For FINANCE
{SHrt C. D. DESHMUKH): Sir, it is

needless to say that 1 am gratified
that the general reception given to
the Bill is entirely favourable except-
ing in regard to one Member;
.can understand his point of view al-
though I have no particular sympathy
for it. I think that he has failed to
read the signs of the times and to res-
pond to them. I also thank the hon.
Members for the kind references that
they have made to me personally in
piloting the Bill. Now there is one
general point which I should like to
refer to and that is about conjectures
made in regard to my possible atti-
tude to amendments. Many hon.
Members have assumed that merely
because the other House has been
adjourned, I shall not be prepared to

consider on their merils any amend- ' refer something to the Supreme Court

ments that may be suggested. I
should like to take the earliest oppor-
tunity of saying that that is not so. If,
for instance, I am convinced that
there are serious omissions which
must be rectified, then it would be
wrong on my part to present a closed
mind to the arguments which hon.
Members put forward. After all, let
us compute what I am going to lose
or what the Government is going to
lose. It simply means a delay of per-
haps a couple of months in bringing
this legislation into force. Now that
we have waited for 7 years—from
1946 to 1953--I don’t see that propor-
tionately we will lose very much by
waiting for another two months and
I can assure hon. Members that I
.shall be prepared to wait if they
-succeed in convincing me. I say this
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. because I want them to take on its

merits what I say. If they start with
the assumption that this is only a

: presentation of formal arguments and

and I '

. Money Bill or not a Money Bill.
. come to the conclusion that

that the Finance Minister is deter-
mined not to accept any amendments,
then I think all this debate will be
unreal and I am very anxious, Sir,
that no debate should be unreal in
this House. I attend very carefully
to what hon. Members have to say
and I do try to apply my mind to it.

Sir, I was also blamed for not
having suggested a Joint Select Com-
mittee. In a matter like this, the
choice before me is somewhat diffi-
cult. At some early stage, on my own
I have to come to a conclusion whe-
ther a particular measure is a Money
Bill or not and I have not got a very
large body of Speaker’s rulings so far
to rely upon. I read the article, which
is article 110, I take counsel with the
Law Ministry and then we decide
whether a particular measure is a
If I
it is a
Money Bill, then obviously I cannot
suggest a Joint Select Committee.
That was my difficulty, I think, last
November when I introduced this Bill
in the House of the People. So far
as I can see, there is no constitutional
procedure by which I can refer this
matter to the Speaker as one may

when a matter of law or of constitu-
tional importance arises. I cannot go
up to him and say, “This is a measure
which I wish to bring. Do you think
it is a Money Bill or not?”

SHrt J. R. KAPOOR (Uttar Pra-
desh): One never knows until the
Bill has been passed by the House of
the People whether it has the shape
of a Money Bill or not. Even if a re-
ference was made to the Speaker, he
would say, “I don’t know what shape
this is going to take.” Further at the
initial stage mo Bill is a Money Bill
and nobody can declare it so.

Surt C. D. DESHMUKH: The hon.
Member’s conclusion is against me,
but his argument is for me because
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the form in which I present the Bill
is the form which I assume as the
final form. I agree that nobody
knows whether cnanges will be made.
It is conceivable that the House of
the People may reject the Bill en-
tirely.

SHrr C. G. K. REDDY (Mysore):
Inconceivable.
Surr C. D. DESHMUKH: It might

be—with certain constitutional conse-
quences. By this Bill it is my inten-
tion to impose a tax. According to
me the Bill contains only those pro-
visions plus—I am not now arguing
against the Speaker’s ruling, I am
only giving an idea of my state of
mind—the only other provisions that
I include are procedural, ancillary
and subsidiary provisions. I am en-
titled to consider on the totality of
those provisions whether a Bill is a
Money Bill or not and I may be right
or I may be wrong—as I was shown
to be in this case. I have not yet seen
the reasons why. In due course may
be I shall know, or perhaps I may not
know. All I do know is that the In-
come-tax Amendment Bill which was
introduced some time ago was held to
be a Money Bill. Now this seems to
be similar to that. Anyway I shall
not overstress this point. I am only
anxious to absolve myself from any
charge of mala fides in this matter. I
am well aware of the desire of this
House to have the earliest opportunity
of making their contribution to a
complicated measure and I can only
assure them that if I have any other
measure to bring, I shall certainly
bear this in mind. Unfortunately
most of the measures I bring in are
perilously near a Money Bill. So the
opportunity that is available to me is
less than in the case of other hon.
Ministers.

Sir, there was also some charge in
Dr. Ambedkar’s speech that this Bill
was somewhere on the dusty shelves
of the Finance Ministry. Now I have
evidence to show that it was on his
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advice that the Bill was postponed.
He thought it was best that we
should wait—unfortunately he is not
here—till the Hindu Code was passed
11t0 law. Indeed, Sir, if I may say
so, because of the complicated nature
of the Bill, the arrangement was that
he should be in charge of the Bill. In
the time of my predecessor the ar-
rangement was that the Law Minister
should be in charge of the Bill and it
was only my desire to rush in where
lawyers fear to tread that I under-
took this responsibility of piloting this
measure. Anyway that is a point of
no great importance and I don’t sup-
pose the House takes seriously this
question whether this Bill was rest-
ing on the shelves of the Finance
Ministry or resting anywhere else or
whether the Congress Party have or
have not carried out their assurances.
I say that I feel a sense of satisfaction
that an important piece of legislation
is being brought before the House
and it appears that almost all sections
of the House are in favour of it.
Therefore there is no great question
of .0 whom the credit belongs. If
there is any credit, it is simply this,
that at long last, Government have
been able to carry out almost—they
have not yet carried them out till
they get this Bill through—the assur-
ances that they had given on the floor
of either this Parliament or the Pro-
visional Parliament that they would
pass an Estate Duty Act.

276"

I shall now come to the other
general points made. One was that
the Bill does not go far enough. Now,
if by this we mean that the provisions
of the Bill are not adequate for the
purpose which they are intended to
serve, then I cannot agree because in
essence, we have drawn upon the ac-
cumulated experience of the United
Kingdom. It may be that there will
be a wide room for difference of
opinion as to whether the rates pro-
posed, the various extensions and de-
ductions and other limits proposed,
are moderate, or err on one side or
the other, of moderation. My only
reply is certainly not what is made
out by hon. Members opposite—any
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soft-heartedness. I do not think that
a soft-hearted Finance Minister can
last very long. In other words, a soft
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heart and a Finance Minister are in-
consistent terms.
Surr S. N. MAZUMDAR (West

Bengal): But if Government’s policies
are soft towards certain sections of
the people, the Finance Minister has
got to be soft-hearted towards them.

Ssr1 C. D. DESHMUKH: The
point I wish to make is that one
might give any meaning to soft-hear-
tedness; but the point is whether it is
not essentially a matter of judement—
of human judgment—that it is in the
interest of the country, that mixed
economy should be encouraged. Other
public people or Members of Parlia-
ment or parties may strongly hold
the view that it is a broken reed, this
private enterprise, or whatever name
you give it, or the capitalist economy
is a broken reed and that no worth-
while progress can be achieved unless
we abandon that reed and take on
something else. I say this is essentially
a matter of judgment of public
affairs. In its essence, it is a matter
of the judgment of human nature,
that is to say, to what does human
nature respond? Does it respond for
a long time and at a consistently in-
tensive level to patriotism, emotion,
enthusiasm, or does it respond to the
baser motives of private profit? And
there one may import all kinds of
cynicism, scepticism or enthusiasm,
idealism and all that into the pic-
ture. Now, as I said, Finance Minis-
ters, by nature, are somewhat cynical
and sceptical. They have been
bitten too  often. Therefore one
might, even from the opposite ranks,
understand the Finance Minister
taking a view which favours mixed
economy. If all this means soft-
heartedness, then I plead guilty to
soft-heartedness. But let us not
quarrel about words.

In regard to this particular measure,
Sir, I do think it is very necessary to
find out by actual experience what
the thousand and one reactions are
going to be, psychological, socio-
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economic and all kinds of reactions.
Looking back on it, perhaps after two
generations, one might be inclined to
r gard this as an  enoch-making
uieasure, some new kiad or  taxation
put on the Statute Book of India ior
the first time. Today we are mot in-
clined to take that view and I do not
urge it. I am not much concerned
with this business of milestones, land-
marks, epoch-making revolutionary
and the like. I am not very much
concerned with that. I am a severely
practical person.

SuHr1 C. G. K. REDDY: The hon.
Minister claimed it for once.

Surr C. D. DESHMUKH: That is a
view that the historian may take.
But I think that now that we have
fashioned this instrument, one should
see how one is able to wield it. Al-
most all the hon. Members have join-
ed, curiously enough, in condemning
the whole of the income-tax adminis-
tration. They have said, “Here you
have an administrative machinery
which cannot be relied upon”. Now,
if they were to be taken at their word,
then it would amount to this, that
you should not have any tax of this
kind at all, because the administra-
tion has not made a success of the
law which they have to administer
today, and why are you now encum-
bering them with an additional and a
far more complex piece of legislation
to administer? Sir, I am optimistic
in this matter. In the first place I do
not definitely share the view that the
administration is so bad. It is my
belief that it is improving slowly and
it is responsive to the new public
angle that we are bringing to bear on
it. Nevertheless, I am anxious that
since opportunities for causing hard-
ship and harassment presented by a

piece of legislation like this are so
many, that I should have confidence
myself in that machinery, before I

could call upon that machinery or
that instrument to accomplish very
big tasks. If I may borrow a meta-
phor, Sir, it is like a new infant, soon
after birth, and somebody saying,
“Well, it looks as if he is going to be
an important bread-earner” and all
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the other good ladies who crowd
round the cradle saying the same

thing, “Yes, he has some very good
signs”, and others saying, “Oh, he is
so puny! How can he do anything
big? He is only eight ounces or ten
ounces—or is it 8 lbs. or 10 Ilbs—
whatever it is. And look at his limbs.
Thev are so soft and flabby. How do
you think that this particular article
is going to be a Dbread-earner?” But

1 say, give it a little time to grow. It

will be very unreasonable to say that
what you see before you is not going
to achieve anything. And that is
what I claim in regard to this Bill.

This, of course, does not hold any
threat that immediately I feel settled
in my saddle, so to speak—I am sorry,
I am mixing up my metaphors—it is
my fell intention to raise the rates
and make life completely unpleasant
for everybody. That is not so. I say
that if one takes the view based on
experience, one might come to cer-
tain conclusions and they may not be
conclusions in the same directions.
One might say that whereas the
exemption limit is too high, the rates
are too low, or one may say some-
thing else about deductions and
exemptions. But all these things can
be settled very well after we have
had certain experience. That is what
I would urge on hon. Members when
they criticise this Bill. I do not think
it would be right to take up every
single item and say, “Look at the
house, look at the exemption given,
look at the dowry. Why don’t you
keep on changing?” But I would like
them to take a bird’s eye view of this
measure and to try and see its com-
prehensive  pattern, before any
attempt is made to give it some kind
of arithmetical precision.

There was some doubt expressed as
to the desirability of rushing into
this legislation. The word “rushing”
sounds odd, and this suggestion came,
again, from Dr. Ambedkar. He said
that very few of the Southern Asiatic
countries have passed any such law.
Well, to our knowledge, Ceylon, the
Federated Malay States, Hong Kong,
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Jamaica, Fiji, Pakistan and Thailand
have got these duties.

SHrr C. G. K. REDDY: Not Christ-
mas Island?

Suarr C. D. DESHMUKH: May have;
but the information has not reached
us. Philippines also has this although
it is not a South-East Asiatic country
—it is a Pacific Ocean country—but
this country also has this legislation.

Now, as regards the possible effect
on capital formation, some hon. Mem-
bers quoted Prof. Pigou and so did
I at the earliest stage in the House of
the People. We agreed with him
that, on the whole, ‘the expectation
of death duties would check savings
and so contract the national dividend
of future years. Since, however, they
do not, as a rule, hit savings till some
vears after they are made, this repres-
sive effect need not be very great.
Since persons discount future taxes
precisely as they discount all future
events and since their concern in any
event is largely diminished if the tax
is known to fall due when thev them-
selves are no longer alive,”—I am
quoting Pigou, Sir—‘“the expectation
of taxes levied after the second
method will have smaller restrictive
influcnce upon the quantity of capital
created by them”. He goes on to say:
—if you will permit me to add an-
other quotation, Sir—*“It follows that
any given transference of resources
from the rich to the poor is bound in
itself and apart from the reactions
discussed previously, to increase the
national dividend of the future pro-
vided that the return yielded by in-
vestment in the poor through addi-
tions to their industrial capacity is
not less than the return yielded by
investment in material capital, that is
to say, roughly, than the normal rate
of interest.”

So, provided this condition is satis-
fied, that is to say, money is well
used—this is not a quotation, Sir, it
ended with the words ‘normal rate
of interest’—then the anxiety for
capital formation need not, I suggest,
stand in the way of this legislation.



2981 Estate Duty

Now, Sir, I referred to the question
of administrative set-up What have
we actually done to 1mprove 1t?
Many hon Members who agreed with
the principle appealed to me to en-
sure that the administration 1s made
fully capable of responding to this
new burden Now, we have been
studying the administration of this
law imn  other countries, there has
been set up a number of study circles,
as a matter of fact, in each Commis-

sioner of Income-tax’s organisation,
for several months past now Then,
Sir, 1t 1s our intention to send siIxX

hand-picked officers, so to speak, to
the United Kingdom to study methods
of operating the Act We did not
think 1t worthwhile sending them
earlier because we wanted to make
sure of the kind of legislation we
should have to administer and we are
also organising a training class for 45
officers who, we think, would be re-
quired for the purposes of administer-
ing this Act shortly, that 1s to say, at
the end of next month, in Delhi.

Sir, some hon Members expressed
anxilety 1n regard to the method of
recruitment of the officers. Now, that
anxlety 1s easily allayed. All recruit-
ment of officers will be made through
the Union Public Service Commission
and other recruitment will be made
strictly according to orders prescribed
by Government Therefore, there
can be no question of the matter being
left to the discretion of Controllers
They are only mentioned mn this Bill

because they must have powers to
take certain disciplinary action, that
is to say, whoever appoints them, all

Government officers must be subject
to instructions or directives which are
issued by Government from time to
time It does not mean as if a sort of
imperium n imperio was created by
this Bull.

As regards harassment, I am very
conscrous that 1if this legislation 1s
badlv administered 1t can cause an
unmense degree of harassment, and I
¢rn only repeat the assurance which
1 L:rve to the other House that 1t 1s my

O
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anxiety to establish far better rela-
tions between the tax-gatherer and

the assessee than seem to exist today
juagmng from the obseivailons made
here I am bound to point out, Sir,
that, so far as the public 1s concerned,
and so far as one can judge of public
sentiment from what appears 1n the
Press, they appear to have welcomed
this measure So, if they also co-
operate, while we go on improving
our machinery, 1t should be possible
to keep hardship and harassment to
the minimum It 1s not possible, Sir,
1n any country except perhaps in the
Untted Kingdom, in respect of certain
taxes, to have taxation without tears.
One could have death without tears
but not taxation without tears, some-
times

Surt C G K REDDY Sometimes?

Surt C D DESHMUKH Yes.

Now, Sir, I have already dealt with

this question of corruption 1mn a
general way, but I am always ready
to consider any concrete cases that

hon Members may have to bring to
my notice and, indeed, I should be
grateful because, as I said, that 1s part

of public relations We have now
special Public Relations Officers and
hon Members can either approach

them or myself or my hon colleagues
who are prepared to recelve commu-
nications 1 regard to this matter
without any limit whatsoever and we
promise to look into every case pro-
vided suffictent details are given to
enable us to trace the man

Certain other hon. Members have
complamed about the difficulty of the
language of the Bill So far as the
ordinary person 1s concerned, the
owner of property, such as land, 1n-
surance, building, gifts, the language
1s simple enough and those are the
essential points towards which, I
think, most of the amendments have
been directed. But, when 1t comes to
the question of settlements, trusts and
other methods of evasion, it is not al-
together possible to avoid complicated
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language. There, as Lord Macmillan
said,—I quote, Sir—‘“the legislation
on the subject illustrates the wusual

competition in ingenuity between the
tax-gatherer and the tax-evader,
which has rendered the revenue Sta-
tutes  increasingly complicated”.
People who form private companies,
make settlements, etc.,, would, in any
case, have to take the assistance of
lawyers; nobody goes and makes
trusts just by himself. If it was such
a simple matter then one could make
trusts on one’s own initiative but then
it is in practice found to be impracti-
cable. Now, when a lawyer’s assist-
ance is called in, I do not think it
would be found that the language is
too difficuit. One Judge has said—
Lord Rowlatt—“in taxation you have
to look simply at what is clearly said.
There is no room for any intend-
ment;”’—that itself is a difficult word,
Sir—*“there is no equity about a tax;
there is no presumption as to a tax;
you read nothing in; you imply
nothing; but you look fairly at what
is said and what is said clearly and
that is the tax.” Nevertheless I think
it is necessary that for the layman
for whom this tax will be a reality
there should be some guide as to what
his responsibilities are and what his
burdens are likely to be, and I have
already undertaken to publish a
manual for the guidance of the lay-
man in as simple a language as is pos-
sible. Now this is practicable because
that booklet will never be taken to a
court of law. Therefore ingenious
people will not try to pick it to bits.
They will just try and get the intend-
ed sense out of it and that is all that
is necessary so far as the layman is
concerned. After having informed
himself of the general layout of the
legislation in a particular case he
may still have to go to a lawyer to
find out what exactly, as I said. his
responsibilities or burdens are going
to be.

As my colleague reminds me, we
have published a pamphlet in regard
to income-tax which is, I think,
slightly less complicated, so far as the
language is concerned. All these
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measures require a great deal of
mental concentration, and that is the
same thing that is required in reading
a page of Bhatta’s Kadambari. I re-
member to have read it in my student
days. One page, the whole of it, is
one Samas, words put together. You
begin at the top and you have not
come to the end of it—it is all one
word—and yet, because of all the
well-known laws which govern the
throwing together of words which is
called a Samas, it is very easy, as you
go along, to make out the meaning

of it. I do not suggest that it is as
easy as Kadambari. (Interruption.)
Well, that depends on the interest

taken. If one is a lawyer I am sure
one would find plenty of interest in
this legislation, prospective and pre-
sent.

Now, Sir, the other point made was
that this Bill did not reduce inequal-
ity. 1 am glad that certain hon.
Members recognise that I made no
exaggerated claims in this matter.
Whatever the yield and whatever the
extent to which inequalities will be
reduced in the present democratic
set-up with adult suffrage, everyone
is aware of his condition and if it is
reduced it would put him au fait of
his responsibilities, and therefore
any parade of conspicuous wealth is
apt to dishearten the ordinary man
and to have psychological reactions.
That, I think, will be an important
feature of this legislation. So whe-
ther we derive a great deal of income
from it or not, I think it will secure
that that conspicuous parade of wealth
will be discouraged and that I think
will be a big gain.

As regards this question of yield. so
far, Sir, I have not hazarded a guess
because adequate data are not avail-
able. There are a thousand and one
variables in this and any result which
is calculated after summing ceriain
fixed quantities for these variables is
apt to be almost a wild conjecture. I
can only indicate to the hon. Mem-
bers the lines on which the calcula-
tions have been made by some. I
have just recently seen a calculation
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made by some other persons—not

those who are mtimate’y connected
with this—those even  outside this
country One takes the 1ncome

ranges fo1 the income-tax and super
tax One takes the average expecta-
tion of hife after one reaches a certain
income t1ange Then one proceeds to
«calculate from the income the total
value of the property which would
stand to be assessed or on which the
estate duty would have to be detei-

mined 1in the case of death Then
one assumes exemption limits Then
one assumes which of the rates are

going to apply to them One can only
take an average rate and then one can
come to some kind of conclusion that
on these assumptions the vyield 1s
gomng to be so much To that I must
point out has to be added the value
of agricultural property in regard to
which we have no statistics If 1t was
merely a question of non-agricultural
property I might perhaps have ven-
tured to make a guess But in regard
to agricultural property I have no
statistics at all and therefore an 1n-
determinate addition has to be made
to what I calculate proceeding from
the income-tax basis Now I do feel
that any firure that I might present
might be quoted against me as a sort
of estoppel and I may either be treat-
ed as having collected much less than
what I indicated I would collect or I
might be reproached for trymng to
mulct the public by collecting very
much more than what I had indi-
cated 'Therefore, Sir I content my-
self with saying that I should be very
much surprised 1f the estimates given
by other Members are realised A
Member of the House of People
hazarded an estimate that the yield
might be 14 or 15 crores and to that I
said that I should be very pleasantly
and agreeably surprised 1f that were
to prove to he the case Now from
that, Sir, hon Membeis can draw
therr own inferences

Dr P C MITRA (Bthar) It de- |
pends on the death rate of the rich

Kawasa INAIT ULLAH (Bihar)
It means that you do not even expect |
this
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Sert C D DESHMUKH No use
driving me fo a corner This 1s the
position as far as, I think, 1t 1s safe
for me to go consistently with my
responsibilities

Therefore 1t really means that the
outside limit under the present provi-
sion 1s about Rs 14 or 15 crores But
whether even that will be realised
would depend on the action which
hundreds and thousands of prospec~
tive assessees will take—not assessees
because they will be dead, but the
owners of properties and estates

There 1s another way  of
things and that exercise hon Mem-
bers can 1adulge 1n They can take
the figures of yield of income-tax and
super tax in certain countries and the
yieid of this estate duty o. death
duty They can try some kind of

doing

proportion They can calculate the
propostion, the ratio of one to the
other They maj come to certain con-

clusions They would see that

average relation 1s

the

Dr SHrimATI SEETA PARMANAND
(Madhya Pradesh) This 15 a poor
country

Surr C D DESHMUKH All that is
said 18 that even after drawmg such
an inference one would have to make
an allowance that 1s to say, 1f one
says that the death duty 1s 1/X of the
total income-tax collections, then
one would also have Y for just allow-
mg for the poverty of this country
and the mgenuity of the rich and one
would have to say that 1/X minus Y
of the 1ncome-tax will be the yield of
the estate duty Now hon Members
would work out in thenm own minds
what X and Y are Sir, I think that
15 all that can profitably be said

There 1s one matter to which per-
haps I should allude here although I
do not Lhke o refer too much t{o the
speech of one hon Member because
1t 1s not my purpose to criticise that
speech  Sir, incidentally he quoted
certain figures of tax realisation in the
U K and that i1s a matter which 1s
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relevant here.
collection of income-tax and super
tax in 1951-52 in the U. K. was 20
million pounds and he gave another
figure of 180 million as the collection
of estate duty. There is something
obviously wrong in the figures which
somebody furnished to him. Actually
the collection of income-tax and
super tax in the United Kingdom in
1951-52 was not 20 million pounds
but 1,700 million pounds. I thought
the discrepancy was large enough for
me to draw attention to it. But as I
say, apart from these figures, hon.
Members can take out the correct
figures and try to establish some kind
of relation between collections of in-
come-tax and super tax in other
countries and the death duties. Then
they can probably come within the
range, so to speak, of the Dpossible
yield of this tax. -

Now, Sir, the other point made out
was that all Part A and Part B States
should be brought within the scope of
the Bill. This was with reference to
the First Schedule. Among the Part
A States, as hon. Members know, we
added a couple of them in the House
of the People and the list is now
Bombay, Madhya Pradesh—but some
hon. Member wanted Orissa to be
placed first; he said he was glad to
place Orissa first—but ‘B’ comes
before ‘O’ alphabetically and I am
sorry I must deprive Orissa of that
distinction. So far as Part A States
are concerned, it is Bombay, Madhya
Pradesh, Orissa, Punjab and Uttar
Pradesh and the Part B States are
Hyderabad, Madhya Bharat, Rajas-
than and Saurashtra. In regard to
the others, the position is this. West
Bengal: They have stated that they
would undertake the necessary legis-
lation themselves as they wish to
have control over the rates and to be
able to adjust the rates according to
their own budgetary position. They
also think that they have all the in-
formation readily available and are
likely to administer the duty more
efficiently. Well, Sir, I am not dis-
posed to quarrel with them over this
matter. In any case the point is that
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a tax of this kind is going to be im-
Madras: They
have agreed in principle, but will
pass the necessary resolution after
the formation of the Andhra State.
This was in regard to the undivided
Madras and presumably this applies.
now to the residuary State. What
attitude the Andhra State will take,
nobody can say. But I can understand
this also, that is to say, the States
wishing to know what sort of measure-
it is. Instead of giving a carte
blanche to the Centre or the Central
Legislature, they may wish to see:
what kind of legislation emerges and
then they might make up their mind.
They have only got to pass a resolu-
tion and then the Act as it is passed
by us becomes applicable to them.
Similarly, Assam. They promised to
take steps to pass the resolution
early, as soon as our Act is passed or
comes into force. Bihar propose to
pass the resolution also in the same
way. Now, as regards Part B States,
Mysore have advanced from the ori-
ginal position when they had not
sent any reply. They have now in-
formed us that they were having the
matter under consideration and may-
be, hon. Members can do something
to promote the speed of that consi--
deration.

Surr C. G. K. REDDY: I wish the:
hon. Minister would address the-
benches behind him.

Sgrr C. D. DESHMUKH: Then
there is Travancore-Cochin. They
have declined to authorise the Centre-
because they do not consider uni-
formity to be desirable or necessary
and want to retain this power with
the State on the ground that there-
will not be any evasion. Therefore
we are left with only two States—
one West Bengal and the other
Travancore-Cochin.

KuawaJsa INAIT ULLAH: One is.
Communist, one iz Terrorist.

Surr S. N. MAZUMDAR: The Con-
gress Gevernment is there.
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9 a.M.
Surr C. D. DESHMUKH: I do not
asscclate myself with this labelling

process. The inclusion of the States,
1t is hardly necessary for me to re-
mind the House, is only for the pur-
poses of duty on agricultural land.
All sther property in those States, of
course, will be dutiable under our
Bill. Now, under article 252 of the
Constitution it is entirely within the
discretion of the State Legislature
whether or not to vest the power in
the Central Government and it is not
possible for the Central Government
to exercise any pressure, nor do I
consider, for the reasons that I have
given that it is very necessary.
Apparently these two States have the
intention to levy some kind of estate
duty on agricultural land.

Surr K. P. MADHAVAN NAIR
{Travancore-Cochin): Even now
there is agriculturaﬁ income-tax in
Travancore-Cochin.

SuHr1 C. D. DESHMUKH: It means
that the transition from that to the
estate duty would not be difficult for
them. They must be having all the
details and statistics. Also, Sir, sup-
posing our Act works better and we
are able to administer our piece of
legislation efficiently, maybe thai they
can later on repeal their own Acts
and adopt our Act, and I am content
to leave the matter there.

Then there was some reference to
the method of utilising the possible
yield from this tax. Several sugges-
tions were made regarding the method
of utilising the proceeds, including
the first by the hon. Shri Ghose that
it should be set aside for repayment
of Central loans; second, that it
should be used for development
schemes only; third, that it should be
set aside or earmarked for social
security measures; and last—in a
powerful plea, in an eloquent plea—
that it should be used for the deve-
lopment of art, music and literature.

Dr. SHrRIMATI SEETA PARMANAND:
I said compulsory education.
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Surt C. D. DESHMUKH: Another
worthy object—compulsory education.
The total estimate for compulsory
education is somewhere near Rs. 400
crores........

Dr. SHRIMATI SEETA PARMANAND:
A drop in the ocean.

Surr C. D. DESHMUKH: ..whereas
I had given the figure of yield. Any-
way, I am going to make a general
point; I am not going to deal with the
merits of each suggestion except the
one that was made by the hon. Shri
Ghose. I do not consider it will be
appropriate, even if it were possible
constitutionally, for the Centre to give
with one hand and take away by the
other. I think the hon. Member has
over-estimated my cupidity, although
I am quite touched by his faith. Now,
Sir, under the Constitution the net
receipts are to be distributed to the
States in the manner described by
Parliament. It seems to me—al-
thouch we have not got the distribu-
tion piece of legislation before us—
that it will not be permissible and I
am only hazarding an opinion that
that point may have to be debated. It
seems to me that it will not be open
to Parliament to enact the exact
manner in which the yield should be
utilised. All that the Constitution
entitles us to do is to pass this legis-
lation, to set up the machinery for
collection and place before Parlia-
ment a legislation suggesting the pro-
cess, or mode of distribution of the
total proceeds. Therefore, Sir, although
the States are bound to take notice of
any valuable observations that are
made by hon. Members here, since
their needs are so multifarious and
since they are so pressed for funds
for their development schemes, if one
were to make a guess one would
think that they would use it for some
development purpose. Now whether
that development will be something
that is connected with agriculture or
with education or with industrialisa-
tion will depend on a variety of fac-
tors. It may be that one State may
choose  one; another State

may
choose another. There is also

this
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possibility that the Planning Com-
mission mignt be able to indicate to
the States how exactly these proceeds
should be deployed and I th.nk that
1s where one ought to leave this
matter

Then, Sir, I will come to this ques-
tion of details of admmistration The
first question asked about this 1s, how
1s the Controller to know about
.deaths and properties left?

That difficulty, Sir, as to whether 1t
1s property or whether 1t 1s 1ncome, 1S
experienced everyday How do we
know that sales take place for the
purpose of sales tax; how do we
know that 1ncome arises or the
exemption limit has been exceeded,
mn regard to income-tax? Therefore,
we shall have to deal with this diffi-
culty as we go along. Death, S'r, and
property, like murder, will be ‘out’
some time or other If we were to
argue m a spirit of excessive caution
that we ought to maintam registers of
all properties throughout India, and
registers of wills, then, I think, we
shall cumber ourselves with too many
administrative responsibilities 1n the
jnitial stages After all, Sir, 1t 1s not
as if all these things stand fixed and
fossilized for ever Property heeps
changing hands and 1t will be very
difficult to keep pace with the muta-
tions that take place m ownership
Therefore, on practical grounds, I do
not think it would be possible to
adopt the suggestion made We have
to rely on certain mimplicit sanctions,
those sanctions arise out of the work-
ing of the Act There 1s clause 74—
“Estate duty a first charge on pro-
perty liable theire”. Here, the estate
duty payable in respect of property,
movable or immovable, passing on
the death of the deceased, shall be a
first charge on the 1mmovable
property Similarly, a rateable
part of the estate duty on an estate,

£

in proportion of the wvalue of any
benencilat interest 1n  possession In
movable properfy shall be a first

charge on such interest”. It seems to
me that taking the generality of peo-
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ple, this 1s hkely to raise some doubt
in the minds of people as to whether
death has occuited or whether death
duty has been paid In other words,
people who are concerned with tran-
sactions with regard to property will
be pu. on theiwr own 1nquiry, and
therefore the burden of dealing with
these matters will be, 1n a sense, de-
centralised, instead of a vast adminis-
trative machinery irying to cope with
an 1mpossible task Every single
person m his own interests may be
trusted to make his own investigation
in order to make sure, as far as he
can, that somehow he 15 not called
upon to pay a charge in satisfaction
of the claims of Government Iundeed
the danger sometimes arises by argu-
ing the other way These 1ntricate
sanctions will make all transactions
in property difficult That 1s arguing
in the opposite direction I think the
mean will be somewhere in between,
that 1s to say, people who are conrern-
ed with transactions with property
have a judgment, that judgment we
import 1n the conduct of our daily
affairs For mstance, when we say
the large majority of middle classes
will be left out, then we base our
judgment on ndividual cases There-
fore, 1n a transaction, the buyer may
say, “X, Y, Z 1s known to me, and
that he has nothing like a lakh or a
Jakh and o half, and that 1t 1s safe to
purchase some property from him”.
That 1s in the marginal case, and 1s
acceptable Clause 57 provides that
wherever the grant of representation
1s applied for, an affidavit of valua-
tion should be filed with the Control-
ler and an cstate duty clearance certi-
ficate obtained Clause 81 provides
for exchange of information with
State Governments This should en-
able us to get more infoimation

There 15 a recent amendment to the
Tncome-ta Act, section 22 which em-
powers the income-tax officers to call
for statements of assets and liabilities.
It 1s not the intention to call for 1t
from every single person in the coun-
lry, 1t 15 not possible It will also be

called from what we regard ag the
marginal classes We should glean
from every source before we resort
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to the specific administrative machi-
mery Municipalities and Improve-
ment Trusts—here the rental values

of property will be recorded, and with
the gradual improveinent in the tech-
nique of administration that might be
expected, I do not think one need be
over-anxious about this particular
difficulty

There was a suggestion 1n regard to
the valuation, that property should
be valued as a certain multiple of the
annual yield or of the rent fixed for
purposes of municipal valuation This
does not appea: to be practical
although 1n mlividual cases where
there 1s no other means of determin-
ing the value, we may have recourse
to this and use this as a basis But n
the generality of cases, 1t will not be
practicable, because municipal valua-
tions are not made at the time of
death, they are made only periodical-
ly This soit of valuing on a set pat-
tern may be once 1n 10 or 15 years,
and there 15 a revision every time
There 15 an element of artificiality in
the fixing of rental value of municipal

property The exact multiple will
differ from place to place Some
municipalities are very effictent and

some are not and 1t 1s difficult even to
issue administrative instructions with
regard to the multiple to be em-
ployed

It was urged, Sun, that auction
should be used as a means of testing
value It 13 not also desirable Un-
less people are certain that the pro-
perty 1s gomng to be sold at the price
at which 1t 1s bid 1 auction, the prices
1&'7111 be unreal

Certain hon Members expressed
doubts as to the method of valuation
Clause 36(1) clearly states that 1t 1s
the price which a property would
fetch i1f sold in the open market at the
time of the deceased’s death  There-
fore, 1t 1s not a theoretical figure but
1t 18 a figure which will depend on the
actual price prevailing at the parti-
cular place and at the particular time.
And, so far as logic 1s concerned, 1t 1s
not possible to take 1nto account apy
other figure One could not take into
account the difficulties urged that at
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that time there might be a slump or a
boom, whatever 1t 15 What we lose
on the swings we may gain on the
roundabouts

We come then to the question of
more immediate 1mportance which
has exercised, and demanded a lot of
attention from Members, and that 1s
the fixation of hmits wih 1egard to
property which consists of an inteirest
in the joint family property of a
Hindu family governed by the Mitak-
shard, Dayabhaga or other laws I am
loath to reopen tihese issues of so-
calied ‘discrimination’ As I have al-
1eady explamed, 1t 1s a questicn of
discretion in the mode of application
of the Act 1 an honest attempt to
ensure that the final result will be
more 01 less comparable and equitable.
Discrimination imports 1deas of con-
scious differentiation for some ulter-
1or purpo.e Now that is not so here.
It 1s not the desire to give an undue
advantage to one section or to give an
undue disadvantage to another sec-
tion

Serr H N KUNZRU (Uttar Pra-
desh) But 1s differentiation a matter
of motive altogether?

Surt C D DESHMUKH: Discrimi-
nation 1s a matter of motive, but diff-
erentiation 1s certainly not  Differ-
entiation 1s, as I said, an exercise,
for a certain end, of judgment, the
object of which 1s removal of discri-
mination Now, Sir, the bulk of the
assessees, as I have pointed out before
in the other House, will be those not
having a coparcenary interest in a
Hindu undivided family’s property
And according to the statistics that
we have, the latter will form a small-
er proportion of the total assessees.
We know also, Sir, that the number
of ...

Surt RAJAGOPAL NAIDU (Mad-
ras) Sir, may I know, when the
whole of India, excepting probably
Bengal and Assam which are govern-
ed by Dayabhaga law, 1s governed by
Mitakshara law, how 1s 1t that the
number of assessees under the Mitak-
shara system 1s less®
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Surt C. D. DESHMUKH: We are
concerned with assessees over a cer-
tain level of income ani property,
i.e. to say, largely the income-tax
payers, and among them there is al-
ready some response to the incentives
that are given for partition, because
under the income-tax law, the com-
plaint is that the present arrangement
weighs heavily on the Hindu un-
divided family, and there is no Bud-
get Session that passes without a fer-
vent appeal being made for abolish-
ing this distinction. Now we feel that
the income-tax law weighs heavily on
the Hindu undivided family and
advantage therefore is freely taken
of the provisions made for this parti-
cular assessment where there is parti-
tion. And therefore it has also been
said that only a deed of partition is
to be produced. There are rulings
given by the income-tax officers.
They will not go behind this partition
in order to see whether in reality
there is a partition or not. So long as
the form of partition is complete, we
proceed to tax as if there was no joint
Hindu family. That is one. Second-
ly, Sir, there are various modifica-
tions of the practice of Hindu law
and even the same assessee or the
same property may consist partly of
Hindu undivided family property and
partly of separate property. And I
can only quote the obviously limited
figures because, I must repeat the
point that my figures relate only to
income-tax. My figures do not relate
to agricultural income-tax. And
therefore, I do not know how those
figures will be affected. I am pre-
pared to concede that this very low
fraction which appears now from the
income-tax figures as being governed
by the Hindu undivided family rules
will probably be raised by the addi-
tion of agricultural property. That
is to say, I should imagine that the
joint Hindu family as a system is less
likely to have been affected, in regard
to agricultural property, by the
general taxation system of the coun-
try, than any property which yields
non-agricultural income. Even so,
I do think that in the totality of the
taxable field the properties which are
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regulations will be in a  minority.
Therefore, we have to consider this
as applying to the majority, whether
it is Dayabhaga or whether it is
Christian or whether it is Parsi. The
term therefore that would be used
would be ‘Mitakshara’ and ‘Non-
Mitakshara’ except that in Mitak-
shara one must include Marumakkat-
tayam and Aliyasantana. Therefore,
I shall not give the figures of the in-
come-tax return, because those I
think will give a somewhat distorted
picture. That is to say, here the
number is 75,000 out of the total
assessees of five and a half lakhs.
(Interruption.) Now, therefore, T
would regard this exemption limit as

a sort of common exemption limit
and no! a limit raised only for one
particular section—this limit of

rupees one lakh—and there is  a
special treatment in respect of copar-
cenary interest of a person belonging
to a Hindu undivided family. Now,
Sir, after all it is not as if we are
starting with a clean slate. Such
differentiation between Hindu un-
divided family income and other in-
come has existed for a long time in
the Income-tax Act, and it has not
raised any  constitutional issue,
although, as I said, it has raised in
plenty issues of inequitable treat-
ment. And that matter has been
taken notice of by the Income-tax .
Investigation Commission itself. Now,
Sir, it seems to me that various hypo-
thetical cases can be worked out to
prove either one proposition or the
other. The Hindu undivided family
is a very unique institution, and T
can say that no matter how ingenious
a person may be, it would be quite
impossible to have rates and exemp-
tion limits, which one could swear
with one’s hand on one'’s heart, would
be completely fair and equitable and
would make no differentiation what-
soever. Over a long period it may be
that the Hindu undivided family may
have to pay more than other kinds of
families. In the ordinary family
where partitions. continuously take

Principal. DEVAPRASAD GHOSH

governed by Hindu undivided family | (West Bengal): You might have look-
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ed upon all private property as copar-
cenary property for the purpose of
the application of this Act—all pri-
vate properties of Dayabhaga school
and other schools.

Snrr C. D. DESHMUKH: Now, Sir,
one can develop this argument, as I
said, and show how often that duty
will have to be paid. In other words,
it is a question of frequency on the
one hand and the size of the family
on the other. The ordinary case put
is “Look at the Hindu undivided
family or the Mitakshara family.
Every time death takes place, some-
thing will have to be paid”. Then
the retort to thati is ‘“Yes, but it will
have to be a property of Rs. 5 lakhs
or Rs. 6 lakhs”. Therefore I am sug-
gesting, Sir, that we cught to proceed
with it at least on an experimental
basis, on what we have now suggest-
ed, and when we get a little more
experience, 1 should have plenty of
statistics to prove on which section
this is weighing heavily. Now my
proposition is that if we accept this
limit of Rs. 1 lakh, let us regard it as
a general limit. When we administer
this limit of Rs. 50,000, it may be
found that it is either weighing too
lightly on Mitakshara property or it
is weighing too heavily, and then one
might bring in proposals either to
raise the limit or to lower the limit of
Rs. 50,000. That is to say, that will
be the first limit that we shall be
concerned with rather than the other
limit. That other limit will be raised
only on general considerations such
as those we dealt with in the begin-
ning as to whether too many poor
families are affected or are at a seri-

ous disadvantage and so on and so
forth.
Now, coming to this question of

gifts and to the question of the time
limit for gifts, it is recognised in all
countries that gifts shortly before
death are a definite means of evading
duty. This raises the general human
right to make a gift whenever one
feels inclined to do so, but in actual
experience which extends to 43 coun-
Aries, it is proved definitely that gifts
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made before death are a means of
evasion, and therefore it is provided
that such gifts by way of transfer,
delivery, declaration or trust, settle-
ment or otherwise, should be im-

mediate and be in the possession of
the donee to the entire exclusion of
the donor. To prove that there has
been such immediate possession by
the donee and entire cxclusion of the
donor, a certain amount of time must
elapse before bona fides can be estab-
lished. Some one must have seen the
donee exercising ownership over the
property. Otherwise, no one knows
to whom the property belongs.

Dr. W. S. BARLINGAY (Madhya
Pradesh): In clause 9, the wording is
“¢wo years or more”’. What is the
meaning of the words “or more”?

SHrr C. D. DESHMUKH: Three
years, four years or six years.

Dr. W. S. BARLINGAY:
mean any period.

It may

Sur: C. D. DESHMUKH: If it 18
merely a drafting point, we shall come
to it later. But what is meant 1s
clear. Whether the words “or more™
aire required is another matter, In
another place, there are the words ‘or
less”, in another place “beginning witn
two years”, but I dare say these are
matters of drafting. But ine intention
is two years or any longer period, two
years and five seconds, two years and
ten seconds and so on.

SHRI A. S. KHAN (Uttar Pradesh):
Death should be by natural causes and
not by an accident or violence com-
mitted by somebedy else.

Surt C. D. DESHMUKH: This point
was not raised in the debate. We
shall come to this point when we come
to clause 9. At the moment I am only
trying to deal with the points which
have been raised in the course of the
debate. I think that there c¢an never
be any mathematical reasoning in
regard to which period is appropriate.
In the United Kingdom they started
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with one year and they went on to five
years to cope with evasion. It was
suggested that we should also start
with five years, I am by instinct
a moderate man. [ thought that two
years would perhaps be good enough
to start with. Now, whica way we
shall proceed I do not know, whether
we shall go back to one year as in the
United Kingdom or we shall extend
it. That is in the lap of the gods

Kuwajsa INAIT ULLAH: Not even
a minute this way or that

Sur:t C. D. DESHMUKH: At the
time of death parucularly, it is well-
known that it is not possible for the
person concerned to express his wishes
correc.ly or precisely. It often hap-
pens that somebody puts a pen in
somebody elsc’s hand and takes his sig-
nature. This sort of thing is done, and
nobody can predict the time of his
death. fortunately

Sur1 C. G. K. REDDY: Fortunately?

Sur: C. D, DESHMUKH: Yes, tor-
tunately. I think life would be quite
1mpossible if one knew when one would
cast off his mortal coil. As I said, there
is no reason why gifts should be post:
poned till the last minute. Hon. Mem-
bers who ask that the period should be
extended, want to have things both
ways. They want that the person must
continue to exercise control over his
property, must continue to entertain
doubts on the competence of his
successors, must continue to be dubious
about the integrity of trustees and must
continue to entertain hopes that that
property can be added by his own
efforts and yet he must be able to
gift his property to somebody else at
the last minute. It has been asked
what conditions should further be satis-
fied in addition to those mentioned in
the clause to make a gift bona fide.
This is answered in Attorney (eneral
v. Richmond (1907). This is on page
84 of Hanson’s book, which says:—

“A bona fide transaction is a real
and genuine transaction intended to ‘

[ COUNCIL ]

Bill, 1953 3c00

have full and real operation without
any secret arrangement or reserva-
tion.”

In other words, a deed of gift will not
by itseif make a gift bona fide; it must
be actually operated and there must
be nu secret arrangement or reserva-
tion. These are matters of fact fo be
established. That is to say, the mere
produetion of a document, as in the
case of a partition will not make the
thing a gift. Whether in a particular
set of circumstances it amounts to a
gift 1s a question of law. It is not a
question of fact. It may have to be
determined some time. I think this
1s necessary; that is to say, the making
of the gift must be proved. The
bona fidz has to be proved by certain
sets of circumstances

SHr1 RAJAGOPAL NAIDU: It 1s a
question of fact{ rather than a question
of law.

Sur: C. D. DESHMUKH: The hon.
Member will find that, when matters
go to a court of law, things are
different.

SHrRI RAJAGOPAL NAIDU: There
is absolutely no law about it. The
intention of the donor is the criterion.

surr C., D. DESHMUKH: We will
have an opportunity to discuss these
things when we come to clause 9. I
may have a little more ammunition
then. The four conditions which must
be satisfied for gifts to be excluded
from estate duty are:

(a) the donee must take immedi-
ate possession;

(b) the donor must be excluded
from possession;

(¢) the donor must not retain any
benefit either by contract or
otherwise; and

(d) there must be no secret
arrangement or reservation
to the benefit of the donor.
that is, they must be bona
fide.
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These conditions have been extracted
from rulings in other countries where
the law is in operation. Now, Sir,
certain hon. Members have referred to
the absence of any time limit in cer-
tain States like the U. S. A., Australia
or Japan. The fact that they have
overlooked is that in these countries
there are taxes on gifts which are
imposed even when made within the
time limit allowed in our Bill. I have
no doubt, Sir, that in the course of
our future development a future
Finance Minister may have to think
seriously of some such way of dealing
with evasion.

Kuawasa INAIT ULLAH:
you will do it.

I think

Surr C. D. DESHMUKH: The sug-
gestion that instead of taking to the
full gifts within the statutory period,
the duty charged on such gifts should
be only 75 per cent. is a refinement
which we might consider some time
later. I myself think that we should
have more experience of this Act and
satisfy ourselves that the provisions
are really having a deterrent and un-
desirable effect before we think of any
measures of tempering this particular
provision. Then there was the sug-
gestion that payment should be accept-
ed in kind. Administratively it will
be impossible for Government to hold
and administer various kinds of pro-
perty. The Government will be
reduced to a sort of junk-house of un-
saleable things.

Dr. P. C. MITRA: The Government
have taken all the zamindaris now.
So that will be another zamindari.

Suart C. D. DESHMUKH: As far as
I can follow the hon. Member, he sug-
gests the addition of zamindaris to
this junk house. Now these sugges-
tions proceed on the assumption that
the valuations made by the Controller
will not be fair. It is 1n a sense a
wager with the administrative machi-
nery. You say ‘If you are right, all
right, take this’. I don’t think it is
appropriate for any Government to
accept such wager. We make tha best
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machinery that we can for determin-
Ing valuation and then one must pro-
ceed on the assumption that the valua-
tion is final for the purposes of
determining the estate duty. It is frue
that in the United Kingdom there is a
law permitting taking over by Govern-
ment of immovable property at the
value determined but this is only done
when buildings are required for
national purposes and there were only
three such cases in 1952. That is quite
different from the suggestion that has
been made. 1 have not been able to
study all the amendments but there
may be amendments which say that
power should be left to the Controller
or Government. I say that if there is
discretion, if one does want property
for a particular purpose and that could
be the only wvalid okjection, then it
would be possible by negotiation to
acquire such property for national
purposes.

Then there was the question of an
Appellate Tribunal instead of the
Board to hear appeals. The first point
that T wish to make is that the Estate
Duty Act is a very complicated piece
of legislation and generally in other
countries all assessments are made by
the Board and not by any subordinate
authority. That was the scheme pro-
posed also in the original Bill of 1946.
But we realize that centralisation of
all assessments in the Board would
cause oreat hardship and inconve-
nience. Therefore, we thought cf this
expedient of authorising subordinate -
officers to make the original assess-
ments or determination—I think de-
termination is the proper word. In the
initial stages the subordinate authori-
ties require constant guidance and
direction and errors of omis-
sion or commission for or against
assessees will have to be cor-
rected. It is likely to lead to lack
of uniformity if, from the very first
stage, appeals go to outside authori-
ties who might give difterent inter-
pretations. Here I repeat that the
questions of fact and law, as every
lawyer knows, are so inter-mixed that
it is very difficult to be dogmatic that a

effort that we can, we set up the best \ particular matter is a matter of fact
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only. The socalled appeal to the Board
is really not an appeal in the technical
sense of the word but merely an
administrative review. The final
appeal lies not to one authority but
to two authorities. One is on the
question of valuation, it lies to the
valuers in accordance with the machi-
nery with which we shall deal in
detail when we come to the relevant
clauses, and in the other case to the
High Court or Supreme Court in matters
of law. We have also some reason for
claiming that the assessees themselves
have not that lack of confidence in
administrative authorities that has
been expressed by cerfain hon, Mem-
bers. 1n the Income-tax Department
appea.:s to iribunals nave gone down
from 8,679 in 1950-51 to 8,298 in 1952-
53, a decrease of about 8 per cent.
While appeals for administrative re-
view by Commissioners have increas-
ed from 3,325 to 4,714, an increase of
about 40 per cent. It is true that the
practice in other countries is not pre-
cisely identical with the one that we
are proposing. In the U. K. the as-
sessment is made by the Board itself.
Therefore there is no question of any
intermediate appellate authority. In
U. S. A. the assessments are made by
the Revenue Agent. Appeals are in
two stages—pre-assessment and post-

assessment.  Pre-assessment appeals
lie to the District Agent and
to the technical staff in  the

Board’s office. 1t is only after the
Board has passed orders that the cases
can be taken to the Tax Courts. In
Avstralia assessments are made by a
subordinate authority, first objection
is raised before the Commissioner of
Estate Duty and fhereafter, before
outside authorities. In Ceylon the pru-
cedure is practically the same as I
the U. K.

There is a suggestion that appeals
should be allowed to district courfs.
We feel that the district courts are
unlikely to be familiar with the highly
technical matters which are bound to
arise out of this piece of legislation.
Then I have already pointed out the
dangers of conflicting decisions.
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Lastly the amounts involved being
large and that is the sort of case that
will go to a court, the bulk of the
cases would in any event go in further
appeals to High Courts which are cer-
tainly not suffering from light work.

Then thare are other matters like
quick succession relief and so on, that
have been urged. We shall have occa-
sion to deal with them later and
perhaps it is nol necessary for me to
deal with the matter here. The ques-
tion of exemption of residential house
was raised by many hon, Members. In
many cases the demand was for ex-
emption of small residential house. 1
Lelieve that the majordy of Members
of this House irrespective of party
affiliations will hold that to exempt
all residential houses as such would be
undesirable......

PrincipaL DEVAPRASAD GHOSH:
At least one residential house.

Suxt C. D. DESHMUKH: Obviousty
the hon. Member is not likely to belong
to that reasonable majority. What 1
am saying is that the request made was
that a small residential house, the
value of which should not exceed the
sum of Rs. 25,000, should be excluded.
Nov; what has been done actually, as
I pointed out, is that the exemption
limit itself has been raised from
Rs. 75,000 to Rs. 1 lakh. That includes
not only a small house but many other
things. They include bank bhalances,
may include securities......

Kuwasa INAIT ULLAH: A motur
car also.

Surr C. D. DESHMUKH: Ves. a
very nice motor car—a Cadillac—also if
anyone wishes to exempt it. There-
fore it seems that we have more than
met that by this original liberalisation
which is not, I may point out. approved
of by all hon. Members. I think Sir,
that the exemption limit of Rs. 1 lakh
plus various specific exemptions and
deductions are liberal enough in the
present circumstances

Panpir S. S. N. TANKHA (Uttar
Pradesh): But what about the case of
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those governed by Mitakshara who
own a house? In their case the value
of the deceased’s share for exemption
from taxation is only Rs. 50,000,
which includes the value of his share
in the house.

Surr C. D, DESHMUKH: Nothing
would be divided. The value of the
house would be taken into considera-
tion so far as Mitakshara families are
concerned. There is a notional parti-
tion on the strength of which the estate
duty is determined. This argument
that if the estate duty cannot be paid.
then something will happen and every-
body—the widow, the children—is
likely to be turned out of the house, is
I submit, a fallacious argument. In the
first place I say in the case of the
ordinary house this question should not
arise, If it does arise in the case ot
a house which forms part of a pro-
perty worth Rs. 1 lakh or Rs. 11 lakhs,
the duty payable will be about Rs. 2,500
which, payable over 8 years, works
out to about Rs. 300 per year. That
comes to about Rs. 20 or Rs. 25 per
month and certainly no one will
allow matters to come to this stage
that the whole house has to be auc-
tioned in default of the payment of a
monthly instalment of Rs. 20 to Rs. 25.
I cannot conceive of such a situation.
Therefore, as I have said this observa-
tion is reinforced by the argument and
the illustration in itself is not valid

Sir, I have dealt with most ot the
points and I have taken more than an
hour and a half. I shall have other
occasions to deal with many of the
details and so I commend my motion
to the House.

Dr. Surimatt SEETA PARMA-
NAND: I would like a clarification,
Sir, what is this pre-assessment appeal
in the United States of America, that
the Finance Minister referred to? How
is there an appeal before an assess-
ment?

Sur:t C. D. DESHMUKH: Even
before the final orders are passed,
when the case is put up to the official
machinery, an assessment is made.

8 CSD
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Dr. SHRIMATI SEETA PARMA-
NAND: What assessment is that?

Surr C. D. DESHMUKH: That is
before the assessment is finallv made.

MRgR. CHAIRMAN: The question is:

“That the Bill to provide for the
levy and collection of an estate
duty, as passed by the House of the
People, be taken into considera-
tion.” .

The motion was adopteq.

‘ MR. CHAIRMAN: Now we come 'O
the clause by clause consideration ot
the Bill

The motion is;

“That clause 2 do stand part ot
the Bill.”

Mr. Gupte has got an amendment to
this clause. He can now move it.

SHr1 B. M. GUPTE (Bombay): sir,
I beg to move-

“That at page 2, in lines 25-28,
the words beginning with ‘the pro-
ceeds of sale thereof’ and ending
‘by any method’ be deleted.”

Sir, the definition of property is very
important in this Bill, because on the
principal value of the property the
estate duty is to be imposed. Natu
rally, therefore, this clause attracted
my special attention and when I read
it I found we could very well have
stopped with saying: “ ‘property’ in-
cludes any interest in property, mov-
able or immovable.” I could not
understand the significance of the
latter words which I have indicated in
my amendment to be deleted. In my
opinion, the matter is sufficiently
covered by the words “property mov-
able or immovable” and I do not know
why special stress or emphasis has
been sought to be laid on the
sale proceeds thereof. Actually it
may be the proceeds of sales or
[ arrears of salary or any professional
’ fees or things of that sort. 1 do not see
1

why any specific mention or emphasis

should have been laid on the sale
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proceeds. I am not going to be dogma-
tic about it, because the provisions,
we are told, are modelled on the
English Act and that country has
accumulated experience of this sort ot
measure for many years and therefore,
there must have been good reasons for
wording the clause as it is; but I would
like to know the reasons. The amend-
ment that I have moved is more fo1
the purpose of getting light than for
effecting a modification in the clause.
Therefore, I shall be obliged if the
hon. Finance Minister would give us
an illustration of the mischief that he
seeks to avoid by this extended defini-
fion and the additional ground that is
intended to be covered by it. If thete
is no such special advantage, then I
suggest, these words should be deleted
as 1 have requested in my amendment,
for loose and involved drafting leads
to litigation and different interpreta-
tions by the courts, different from
what the Legislalure actually meant.
Courts always take it for granted that
even the addition of a coma or a single
word in a legislation is made deli-
berately, and if that is not the fact,
then certainly their interpretations
will be different. So I would be
obliged if the hon. Finance Minister
would clear this point.

SHRI RAJAGOPAL NAIDU: Can tne
clause also be discussed now?

Mgr. CHAIRMAN: Yes, the clause
and the amendment can be discussed.

Surt RAJAGOPAL NAIDU: Sir, 1
am not speaking or commenting on the
amendment; but I would like to say
a few words with regard to sub-clause
(17) of clause 2. This sub-clause deals
with public charitable purposes. These
words ‘“public charitable purpose” as
defined is to include “relief of the
poor, education, medical relief and the
advancement of any other object of
general public utility within the terri-
tory of India”. Sir, I find that this
definition is the same as that in the
Charitable Endowments Act, and my
grievance Is that this definition ex-
chydes purposes which relate to reli-
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gious teaching or worship. Sir, gifts
are made to temples, churches and
mosques and if such gifts are excluded
from the purview of public charitable
purposes, it would mean that afler
some time, thcese temples, mosques and
churches and other religious places of
worship which are not supported by
any kind of help from the State, would
ultimately be impoverished because
no person would be inclined to contri-
bute anything or donate anything to
these temples, churches or mosques.
I feel, therefore, that the words “public
charitable purpose” should include algo
contributions for religious teachings
and worship. Of course, I find that
you have also got the werds *‘any other
object of general public utility” in this
definition. But these words “of general
public utility” I find, carry the same
meaning as is given to them iIn the
Income-tax Act, and even that does
not include gifts for religious teaching
or worship, because I find that the
words “general public utility” are
defined in the Income-tax Act so as
to include the counstruction of schools,
hospitals, Dharmasalas etc. and the
point is whether it benefits the entire
community or only a particular section
of the community. If the benefit is
for the entire community, then I find
in the Income-tax Act that it comes
under general public utility; but if it
is only for a section of the community
it does not come under general public
utility. So my grievance is that these
public charitable purposes should in-
clude or comprise donations or contri-
butions made to religious teaching or
worship.

Sir, our country is well-known for
making contributions to temples, chur-
ches and mosques and such other
places of religlous teaching and wor-
ship and I feel that the examples of
other countries should not be quoted
when we are dealing with an enact-
ment of this kind which is for the first
time being introduced in our country.
So 1 earnestly appeal to the hon.
Finance Minister to include contribu-
tions for religious teachings and wor-
ship in the definition of the words
“public charitable purpose®.
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o1 d¥n . DEPIITY 1> 2 MINISTER,, |
FINANfE | (Supt. M., C.; SHAH)

Jegard 1q .the amendment of . my non.
friepd ,M.r Gupte ,I may. say that thxs
point was discussed in the Select Com-

mittee and as.we wanted to make the

definition, a very gomprehensive one,
the m‘esent definition has been Sug-
gested.  There may be certain proper-
ties which might have. been sold and
the proceeds of the sale might have
been obtained and that might be ex-
cluded.

'

SHrI B. M. GﬁPTE: Anyway, that
1s movable property.

Surt M. C. SHAH: We did not want
that to be excluded. Therefore, in
order not to have any ambiguity. this
definition was made very comprenhen-
sive. That is the reason why we have
inerluded these words and it is no use
dropping them now. If we drop these
words, there is a possibility of some
ambiguity being created and some pro-
perty being left out.
cannot accept this amendment.

KuwaJa INAIT ULLAH: Sir, what
is the meaning of charitable purposes?
Will the hon. Minister explain?

SuHri C. D. DESHMUKH: He is still
on the first point.

Suri M. C. SHAH: I am talking
about the first point. This definition
is based on the United Kingdom mode!
from which we have copied. We
cannot accept this amendment.

With regard to public utility chari-
table purposes, as a matter of fact,
there was a proposal to exclude dona-
tions to religious teaching institutions
or places of worship. Later on, it was
found not necessary to include them in
the definitions.

In the Public Charitable Endow-
ments Act of 1800 and 1904 the British
Government had purposely included
them. We have not put in those words
but if religious teaching is a public
utility charitable purpose, it will be
included.
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Surr RAJAGOPAL NAIDU: No.

Surr M. C. SHAH: It was discussed
threadbare and it was explained that
donations for religious teaching insti-
tutions will come under public chari-
table acts.

- SHrr B.'B. SHARMA (Uttar Pra-
desh): Not_ if the words are not ex-
pressly mentioned.

SHRt M, C. SHAH: We cannot have

i all these things in the definitions. It
they are donations of which advantage
is taken by sections of the community
then that will be general public utility.

Kuwasa INAIT ULLAH: That can
come in the explanations, if you cannot
put them in the Act; otherwise it will
be very peculiar.

Surt M. C. SHAH: If we propose
to have these explanations ang illustra-
tions. it will be a very difficult task. We
have decided not to have explanations
and illustrations of the things in the
scheme of this Act, and, therefore, we
have not thought it fit to have these
things.

Mr. CHAIRMAN: Take his assur-
ance.

SHrr RAJAGOPAL NAIDU: Sir, |
want to put a specific question to him.
I want to know whether he means that
general public utility includes con-
tributions or donations for religious
teaching institutions and places of
worship?

MRr. CHAIRMAN: He has said that.

Sur1 RAJAGOPAL NAIDU: I want
a specific answer,

Sury M. C. SHAH: If religious teach-
ing institutions and places of worship
are public utility purposes thevy will
be included in this.

SHRr C. D. DESHMUKH: 1 may add

to what my hon. colleague has already

. said that the definition excludes only
| private religious purposes. I do not

i see from where he drew the inference
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that we will base our comclusions on
the Income-tax Act and. therefore,
there is a danger of general public
utility being interpreted in a certain
way. The definition in the Income-
tax Act, as amended, only excludes
annual income from property held in
:rust and other legal obligation 1or
private religious purposes and the
specific mention of private religious
purposes seems to me clearly to safe-
guard public religious purposes.

Mgr, CHAIRMAN: Do you want to
press the amendment, Mr. Gupte”

SHR1 B. M. GUPTE: No, Sir, I want
to withdraw {t.

The amendment was, by leave, with-
drawn.

Sur1 J. R. KAPOOR: Sir, I want tu
say a word or two for clarification 1
want to understand the implication.
Does the hon. Minister mean that an
expenditure incurred over the con-
struction of a temple or a mosque is
covered by it? And, secondly, does the
hon. Minister think that general public
utility is almost the same thing
as sectional public utility? Sup-
posing an institution or a school
is constructed and run only for
the benefit of the Brahmins or only for
the benefit of the Parsees, will that
also come within public utility purpose
or not?

10 A.m.

SHrr M. C. SHAH: If it is open fo
the genera! pubhlie, it will come under
it. 1f the school is donated by a certaln
person and if there is no clause that
certain sections will not be admittest
in other words, if there is no restric-
tion that only students of a certain
community will be admitted and it is
open to the general public, then it
will be included.

SHrr J. R. KAPOOR: My specific
question is, a scheol is open only to
Parsees or only to Sikhs or only to
Hindus. Will it or will it not come
under “public utility purpose”?
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SHRI M. C. SHAH: Public charitahle
purposes include relief of the ponor,
education, medical relief, etc, The
word here is ‘education’ and, therefore.
public charitable purposes include
relief for the poor, education or what-
ever it may be. Then you have “the
advancement of any other obiect of
general public utility”. Education of
public is not there. but education is
there

SHrI B. B. SHARMA: Supposing a
gentleman erects a temple of Vishnu
and dedicates certain property to
and dies suddenly within two years.
Do you mean to say that that will be
assessed towards estate duty because
it is not for any general public chari-
table purpose?

Surr C. D. DESHMUKH: I think
if it is a Hindu temple it is generat
public utility.

KawaJA INAIT ULLAH: There are
temples where the general public can-
not go. Even yesterday Shri Vinoba
Bhave was asked not to enter a
temple. :

Surr C. D. DESHMUKH: That is
against the law and so on. One dves
not take extreme cases, but it is not
the intention that when somebody
huilds a temple it must be open to
every individual before it is treated
as a general public utility charity.

Sur1 B. B, SHARMA: That has got
to be clarified in law. It is not &
question of intention; it has got to be
clarified beyond doubt.

MRr. CHAIRMAN: The question is:

“That clause 2 do stand part of
the BIll.”

The motion was adopted.
Clause 2 was added to the Bill.
Clause 3 was added to the Bill.

Mr. CHAIRMAN: Motion moved:

“That clause 4 do stand part of
the Bill.”
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Surr B. M. GUPTE: Sir, I move:

“That at page 3, lines 47-48, the
words ‘within twelve months after |
the commencement of this Act and
may thereafter’ be deleted”

Mr.
moved:

CHAIRMAN:

“That at page 3, lines 47-48, the
words ‘within twelve months after
the commencement of this Act and
may thereafter’ be deleted.”

|
|
Amendment r
!
|
|

SHr; B. M. GUPTE: Sir. this amend-
ment of mine is on the same lines as
the earlier one that I had moved. In
my opinion, even if these words are
deleted, there will be no effect on the
appointment of the valuers because,
nobody is going to ask for mandamus
if they are not appointed within twelve
months.

Nobody is so much interested in pay-
ing estate duty. The work of the
Government itself will be held up if
these appointments are not made. 1,
therefore, submit that there is no
necessity at all for these words. It is
from the point of view of accurate
drafting that I have moved the amend-
ment.

SHRI RAJAGOPAL NAIDU: Sir, 1
am talking on the clause, not on the
amendment. Sir, at the first reading
and also at the time when the hon.
Minister gave the reply, he said that
only on questions of law, a provision
has been made for appeals to the High
Courts and the Supreme Court but,
on a question of fact, no, appeal lies
either tn the High Courts or to the
Supreme Court. Sir, if I am right.
the practice in the United Kingdom
seems to be that appeals lie to the
High Court both on a question of fact
and on a question of law. It is very
difficult to differentiate or draw a line
and decide as to what 1s a question of ‘
fact and what is a question of law.
A question of fact is always mixed up |
with questions of law and there can be |
no question of law without questions
of fact being inter-mingled with it so l
closely that we cannot differentiate as
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to what s a question of fact and what
is a question of law. So my submis-
sion would be, Sir, that when we have
been following closely the English law
with regard to the dratting of the
Estate Duty Bill and when there is a
practice in England for reference to
the High Courts both on questions of
fact and on questions of law I faiu to
see, Sir, why that method should not
be adopted in our country also. Only
that much I wanted to say.

Dr. P. C. MITRA: Sub-clause (3)
of clause 4 reads “The Central Govern-
ment shall appoint a sufficient number
of qualified persons to act as Valuers
for the purposes of this Act and shall
fix a scale of charges for the remunera-
tion of such persons.” What is meant
by ‘qualified’ persons? ‘Qualified’
has not been defined here. I ask:
What will be their qualifications?

Sub-clause (5) of clause 4 reads.
“All officers and persons employed in
the execution of this Act, other than
Valuers, shall observe and follow the
orders, instructions and directions of
the Board.” Whose orders will they
follow?

SHr1 C, D. DESHMUKH: Their con-
science.

Surr M. C. SHAH: Turning to the
amendment of my friend Mr, Gupte,
I do not understand what purpose
will be served by accepting his amend-
ment. As a matter of fact there should
be a statutory obligation on Govern-
ment to appoint the Valuers within
twelve months and ¢hat is there. If
thiz statutory obligation is removed,
the Government will be free to appoint
the Valuers at any time it likes—this
is what the amendment seeks to effert.
What there is in it. T dn not under-
stand.

SHrr B. M. GUPTE: If you do not
appoint them within a vear the work
will be held up.

SHrt M. C SHAH: So it is better
to have the <tatutory obligation on
the Government. I am sorry there is
no meaning in this amendment. There

'
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is no improvement aimed at and so
we cannot accept the amendment.

About the.points of fact and of .aw
raised by arother hop. Member, Tthink.
when we come to clause: 61 or 30
dealing with appeals, we can deal with
the wmatter. Just now .there is no
amendment regarding that point.- The
provision relating te appeals to the
Board and the scheme of the Valuers
will be explained later on when that
clause comes.

With regard to Valuers, practically
they will not be Government servants.
The valuers will be people who have
some technical knowledge of valuation
in the matter of immovable property,
in the matter of the assessee’s secu-
rities, etc. There will be different
types of valuers and they will not be
Government servants. There will be
a panel of valuers and they will have
to be paid a certain comrmsswn which
will be fixed later on by the Govern-
ment on the valuations made by them
of the properties. So they must act
according to their conscience. They
must be independent. The qualifica-
tions of the valuers will be prescribed
in the Rules. They cannot be in the
Act itself and therefore the qualifica-
tions have not been mentioned in sub-
clause (3) of clause 4.

whose

1

Dr. P. C. MITRA: Under
orders will he do such work?

SHrr M. C. SHAH: Please read the
sections coming later on. When there
Is an appeal made to the Board of
Revenue against a valuation there is
a provision that if the assessee insiste
that the question of valuation be
referred to the valuers and if the Con-
troller thinks it proper, he can choose
a valuer from the panel which will be
formed by the Government and which
will be notified. The assessee can
select one and the revenue authorities
will select one and if there is a differ-~
ence of opinion among the two there
is provision for a third umpire. As a
matter of fact, they are independent
people. They cannot be under the
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orders- of, Government; Theyr swerk
will be to value the property._ "lhe
question® Wwill‘bk teferréd By §hé Con-
troller td the valherd thdtha pattiedar
properly may We Vikied aridHien tey
will value that préperty ‘4nd WillF&ib-
mit a report of valua’aon to the C n-
traller and their valuafidh will be fital
and if there is a differenée” Céf
OpinioR.ay. | s e e e

. Dr. P.'C. MITRA: Finally adopted
by whom?

Surt M. C. SHAH: 1f,you kingly
read the section fu);ther there will be,
as 1 sa1q a panel af valuers appointed
by the Government _in the different
zones. From this panel of valuers the
assessee will have 1o cnouvse ope valuer
in each individual case and the revenue
authorities will choose another. These
two valuers will value the property
and send a report of the valuation to
the Controller and that report will oe
accepted.

!

Dr. P. C. MITRA: Will there be
fees 1or the valuation?

Surr M. C. SHAH: .I have alreaay
sald that there will be a scale of
charges for their remuneration hxed
by the Government.

SHRI A. S. KHAN: Sir, the speech
just made by the Minister raises 4
very Important question. The Minister
said that these valuers will not be
permanent and they will be selected
from time to time from amung
experlenced people and they will be
paid a4 commission on the vaiuation.
If that is going to be the case, it will
be in their interest fo raise the value
so that they may earn more comrimis-
sion out ot #.

1

Sarr M. C. SHAH: We uare just
going to have the technical experts on
the one hand. It has been objected to
as 10 why there s not an appeal
against the valuation to the Controller.
Valuation is a very difficult and techni-
cal type nf work which will have to be
done with the assistance of some ex-
perts.
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Mnr CHAIRMAN: The hon Minis-
ter has already replied to the clause
and discussed the important issues.
The whole point 15 this The valuers
may be selected but they are deerred
to be decent people and therefore othei
questions do not arise.

Do you press the amendment, Mr.
Gupte?

Surt B M GUPTE. I beg leave tu
withdraw the amendment.

The amendment was, by leave, wiin-
drawn.

Mgr. CHAIRMAN: The yuestion 1s.

“That clause 4 do stand part rf
the Bill.”

The motion was adopted.
Clause 4 was added to the Bill
Clause 5 was added to the Bill.

Mr. CHAIRMAN: The motion 1s

“That clause 6 do stand part of
the Bill.”

There is one amendment of Mr
Nausher Ali. He is not here and so
that amendment drops. Any remairks?

KuwaJja INAIT ULLAH: I seek
some clarification, Sir. Clause 6 reads*
“Property which the deceased was at
the time of his death competent to
dispose of shall be deemed to pass on
his death.” It means that If any ruan
possesses any property which he could
not sell in his lifetime then that pro-
perty will not be taken as the
deceased’s property. There are some
properties in India which were made
long ago as gifts to their descendants
and only their income can he taken by
their descendants and they cannot sell
these properties. You will find so
many, especially among Muslims-—that
is what is called Waqf-ul-Autad. They
can meet every kind of expenditure
from the income out of that property
but they are not authorised to sell the
property and they cannot dispose of
these properties. Am I to understand,
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Sir, that this class of properties wtich
were made as gifts some hundreds of
years ago or long ago to their sons and
daughters with this intention that they
could not sell them but could only
enjoy the profit of that property, will
not come under this clause and will not
be subject to estate duty?

[Mr Derpury CHAIRMAN 1n the Chair ]

SHR! RAJAGOPAL NAIDU: {f you
read the illustration under clause 6
which was given in the Bill that was
introduced in the House of the People
originally—it 1s not there now. .

Mr DEPUTY CHAIRMAN: There
is no illustration now.

SHRI RAJAGOPAL NAIDU: This
was the illustration, Sir, given in the
Bill as originally introduced in the
House of the People A devises a
house to his son, subject to a puwer
for A’s wife by deed or will to charge
on 1t a sum of rupees one lakh, On
the wife's death estate duty is leviable
in respect of this sum as property of
which she was competent to dispose
and this is so whether she exercised the
power or not Sir, this will lead to
hardship i1 my opinion because where
that lady in whose favour this gift has
been made with permission to charge
on that estate to the extent of one
lakh, if she has exercised that power
1t 1s all right, but suppose she has not
exercised that power, my submission
1s that it will lead to great hardship.
So this anomaly I think should be re~
moved If A has devised a house to his
son subject to a power for A’s wife by
deed or will to charge on it a sum of
one lakh of rupees, and if that wife
has not charged this estate of that
sum, 1t will lead to great difficulties. I
wish the hon. Minister explains this
postiton as to why whether the charge
has been made or not the estate 18
made liable to tax.

Dr P C. MITRA:- Many families
are there in Midnapore District in
Bengal who have got estates under
hadshaht panja from Nawab Alivardhi
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Khan. They can enjoy .se wroperty
but canuot sell it. Will that property
come uader this act?

Sunr C. G. K. REDDY: Certainly.

Kpwale INAIT ULLAH: 1If
cannot dispose it of?

they

Dr. P. C. MITRA: They never can
be disposed of. Those families and
their descendants have been enjoying

* that from the time of Alivardhi Khan
up till now. My maternal uncle’s pro-
perty for instance......

Surt M. C. SHAH: The criterion
will be whether he is in a position or
whether he is entitled to dispose of
that property. If he is entitled to dis-
pose of that property, that property
passes on his death. If a property
cannot be disposed of by a person then
it cannot come in. But I am sorry I
do not follow the hon. Member's
question

Dr. P. C. MITRA: One family......

Mgr. DEPUTY CHAIRMAN: You
must finish all your questions at one
time. You cannot go on carrying on
a discussion like this.

Dr. P. C. MITRA: One family has
got property from Nawab Alivardhi
Khan.

Mgr. DEPUTY CHAIRMAN: Please
address the Chair.

Dr. P. C. MITRA: 1t is panja to
the family and its descendants. They
are not entitled to sell the property.
but they can enjoy the income from
that property. That is the position.
So many years have now passed.
They have not sold it; in fact they
cannot sell it. So I want to know
whether that property will come under
this Act or not.

Surr M. C. SHAH: 1 think my
friend Khwaja Inait Ullah raised a
point. He possibly referred to waqf-
ul-aulad.

Kuawasa INAIT ULLAH: Other
trusts also like that.
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Surr M. C. SHAH: It is a trust and
only 75% is payable to the wagqif or
his family. It is not different from
any settlement made by anybody else
for providing another gentieman the
major portion of the interest as de-
termined by the settlor himself. There
is no reason whatever why merely
because it is called a waqf exemption
should be granted. If in a particular
case the settlor himself is completely
excluded and if a period of two years
has passed since the gift of the waqif,
there will be no duty as has been pro-
vided for.

3020

As for my friend Dr. Mitra’s point
if the succession is not to be recognis-
ed by the Government then there is
no cesser of interest. But if there is
cesser of interest at the time of death,
then the successors of the deceased
will be hable. It is very clear.

Mr. DEPUTY CHAIRMAN: The
question is......

Suri RAJAGOPAL NAIDU: Sir,
my doubt has not been cleared by the
hon. Minister.

Mr. DEPUTY CHAIRMAN: Has the
hon. Minister got any reply to his
poini?

Surr M. C. SHAH: I have not fol-

lowed his point, Sir. I am sorry.
SRt RAJAGOPAL NAIDU: My
point is that if A devises a house to

his son subject to a power for A’s wife
by deed or will to charge on it to the
extent of Rs. 1 lgkh, it is said that on
the death of the wife the estate duty
is leviable whether she exercised that
power or not. If she has made that
charge, I can say there is some mean-
ing in it. But suppose the estate is not
charged to the extent to which she
was authorised to do, then it would
be a hardship if the property is made
taxable. I would request the hon.
Minister to read the illustration given
in the Bill as introduced in the House
of the People.

M=r. DEPUTY CHAIRMAN:
have made your speech, Mr.
You cannot repeat it.

You
Naidu.
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Syri RAJAGOPAL NAIDU I am
only pointing out to the hon Minister
where the 1llustration could be found
because I find he 1s searching for it
It 15 on page 31

Sart M C SHAH It 1s very clear
She has been given this power toraise
one lakh and can dispose of 1t in any
way Well, that 1s a property wortha
lakh and 1t must be chargeable for
duty It 1s very clear

SHr1 RAJAGOPAL NAIDU With
the permission of the Chair, Sir, she is
entitled only to enjoy the property as
a limited owner And she 1s author-
1sed to charge on the property to the
extent of a lakh of rupees If she has
charged the estate with one lakh there
15 some point i1n 1t

Sert M C SHAH 1 think 1t 1s very
clear She had a power to raise one
lakh That much interest she had, so
that even though she has not exer-
cised that power she had that much
interest and that interest passes

Surr RAJAGOPAL NAIDU Suppose
she has really charged Is that taken
into account in computing the estate
duty”

Surt M C SHAH If you read
clauses 6 and 7 together, it will be
clear. If there 1s interest passing on
the death, then 1t will be chargeable
and according to clause 6 1t will be
And 1if there 1s hiimitation under ('ause
7, that will apply Clauses 6 and 7 i
read together will make 1t clear

Mr DEPUTY CHAIRMAN The
question 1s

“That clause 6 stand part of the
Bill”

The motion was adopted

Clause 6 was added to the Bill

Clauses 7 and 8 were added to the
Bill

Mr DEPUTY CHAIRMAN Clause
9 There are seven amendments to
thas clause.
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SHrt H N KUNZRU Sir, I beg to
move

‘That at page 5, lines 24 and 25 be
deleted ”

I also beg to move

‘That at page 5, for lines 26 to 29,
the following ne substituted,
namely.,—

‘(2) The provisions of sub-sec-
tion (1) shall not apply to—

(a) gifts made for public chari-
table purposes,

(b) gifts made 1n consideration
of marriage, and

(c) gifts which are proved to
the satisfaction of the Controller
to have been part of the normal
expenditure of the deceased, but
not exceeding five thousand rupees
m the aggregate’ '

Surr J S BISHT (Uttar Pradesh)-
Sir I beg to move

“That at page 5, for lines 24-25,
the following be substituted, name-
ly —

‘Provided that gifts may be
made for public charitable pur-
poses at any time before death.”

Suarr KISHEN CHAND (Hydera-
bad) Sir, I beg to move

“That at page 5, hine 25, for the
words ‘six months’ the words ‘up to
the time of death’ be substituted’.”

Kuawasa INAIT ULLAH Sir, I beg
to move .

“That at page 5 line 24 after the
word ‘charitable’ the words ‘educa-
tional and religious be inserted ”

Mr DEPUTY CHAIRMAN Mr
Nausher Al1 He 1s not present Mr
C G K Reddy has given notice of an
amendment at 8-10 amM today As
1t 1s barred by time, 1t 1s out of order

Surt J R KAPOOR Sir 1 have
also given an amendment this morn-
g Before the Chair gives a ruling

on the subject, may I respectfully sub-
mit that in this House 1n the matter of
procedure we have not been very

’
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technical and we have been going on
observing more of equity than of tech-
nicality. In this connection, I may
draw the attention of the House to the
fact that though it was necessary
that the molion for consideration of
this Bill should be given two days
prior to the time when this would be
taken for consideration, that was not
the case. The notice of consideration
of the Bill was given on the 15th
some time in the afternoon and we
began considering this in the early
morning of the 17th. I am not object-
ing to that. I am only saying that we
Membery of this House have never
stood on technical grounds. The Chair
very generously and liberally has not
been insisting too much on technical
grounds. If that rule of notice of time
can be waived in respect of the con-
sideration of the whole Bill I would
submit that too technical a view of the
rules with regard to an amendment
should not be taken. Moreover, the
amendments are not entirely of a new
nature; the amendments are already
before the House and mine is like an
amendment to an amendment; it is an
mmprovement on the amendment.
Sir, this list of amendments was sup-
plied to us late in the evening of the
18th. Of course, we could not put in
any amendment on the 19th and 20th
—being holidays. Moreover, as I said,
they do not cover any new ground.

Mr. DEPUTY CHAIRMAN: Mr.
Kapoor, the Chair has been indul-
gent to several Members on several
occasions. This Bill had been before
us long before it was circulated on the
15th. 1 think the hon. Members had
had sufficient time to table all amend-
ments. Moreover, your amendment is a
substantive amendment; it is not an
amendment to an amendment as you
call it. Therefore I rule them out of
order. The amendments and the
ctause are now open for discussion.

SHrr C. G. K. REDDY: The amend-
ment that I wanted to move, Sir, was
to exclude gifts to relatives whether
by way of settlement on death or
otherwise. I wanted that clause to he so

[ COUNCIL ]

|

Bill, 1953 3024

amended (clause 27) that settlement
of gifts to relatives will be excluded
and any gifts meant for their succes-
sors or inheritors may be excluded.
The reason why I wanted to move
that amendment was that we are im-
posing tax on inheritors, legally and
illegally; the holder of an estate is
able to avoid that tax and then pass
on this estate wholly or partly to his
son or relatives who would normally
have enjoyed it. I don’t see how this
estale duty would be effective. Even
two years before the death of persons,
as I have already indicated, there will
be attempts, there have already been
attempts, to see that almost all these
estates belonging to rich landlords are
settled immediately on their sons,
daughters, relatives and others whom
they wish should enjoy. The clause
says: “whether by way of transfer,
delivery, declaration of trust, settle-
ment upon persons in succession, or
otherwise, which shall not have been
bona fide.”

I would like you to note the
words “bona fide”. If the settle-
ment is made bona fide on the 4 or 5
sons or one son, then, the duty will
not be paid. As I have indicated
already. so far as the ‘bona fide’ part
of the Bill is concerned, I do not
know how the Government or the
administration is going fo establish or
disprove the bcnae fides of a particular
deal. It can be done in many ways.
If you give alsc a legal exemption for
the tax to be avoided, if you permit
them to settle the entire property on
the sons, successors and other rela-
tives, I doubt if the hon. the Finance
Minister would be able tc expect even
two crores of rupees.

As it is, even today, people are try-
ing to settle their estates on their sons.
Regarding that, the hon. Minister said
that there are four points which should
be satisfied so that this gift is made
valid: (1) the donee must take imme-
diate possession, (2) the donor must
give up possession, (3) there should
not be any retention of any kind of
interest by the donor, and (4) there
should be no secret arrangement. I
should like to ask the hon. the Finance
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Minjster rwhether all the four poeints
coulg not..be satisfied by a mala fide
adjustment? Is it difficult for a father
having a property worth Rs. 4 lakhs
to settle it on his four sons or other
meinbers of ‘hi$ family, making a
_ mdle “fide 'deal’ today and making it
appear that it! was made two years
agd?*’ A§°I have’ dlready pointed out,
one® car “afways get ‘stamp paper in a
big city dated'two or even 10 years
ago* You do hnot even have to regis-
ter i1 The father can see that all
the! groperty is gifted away two years
bg'ten Years previous to death. He
c&n' $fill hold an interest or make him-
"e??“*heV é\:ecutol or the manager of
ti& estate o ‘Behalf of his ‘sons. How
is-ftSpoussible for the hon. the Finance
Mihlster*to prove that it ‘is a mala
fide -ttansaction because the four
poiifs enumerated by him are com-
pletely satisfied. He may say that he
has already given up possession; that
the ,donees have already come into
posFessmn ‘that he is there only as
a servant; and that there is no secret
arrgngement except the obvious ar-
rangement that his son should get
everything that he was going to leave
on his .death and that the State shall
not: touch a pie of it. I would ask
the hon. the Finance Minisler whe-
ther he seriously thinks. that there
will hardly: be an estate which will
be taxable after giving the exemption,
after providing such loopholes in the
law itself.

This loophole, Sir, is nol merely an
exemption. It is an invitation, not
that those gentlemen needed the invi-
tation of the hon. Minister or the invi-
tation included in this Bill. Even six
months ago, as I have already said,
people had been pestering me and
asking me whether the Bill was going
to be passed. Last week, I got two
telegrams asking me whether -there
was any likelihood of its being passed
in thic session or its being postponed
to the next session. The purpose is
quite obvious, to gift away the pro-
perty to their sons.

I cannot understand how there can
be a gift from-a father to a son. It will
come automatically, Where is the ques-
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tion of a gift? There can be a gift for
some public purpose. If you allow the
property to be gifted away to a son,
then you are going to see that there is
no tax leviable on that estate. Then, in
that case, everything will be gifted
away. I ask the hon. Members pre-
sent here, who may be fortunate or un-
fortunate in having large portions of
wealth, to honestly tell this House
whether they would or would not take
advantage of this provision. I “want
to know from them whether, as soon
as they go back from the session here,
they would not gift it away to their
sons. There can be nobody in this
country, Sir, who would not take ad-
vantage of this prowvision, Even the
honest people will do this thing

Dr. W. S. BARLINGAY: The pro-
perty of the father may be self-
acquired property.

Surr C. G. K. REDDY: Are you
not dodging the tax? It does not pre-
vent a self-acquired property to be
administered by oneself. Now, sup-
posing I have a self-acquired property
of Rs. 5 lakhs; I do not belong to a
joint family, or let us say, Mitakshara.
Then what will happen? I am going
to gift it to my son. I say “I gift it
to so and so.” 1 make a perfectly
honest and legal deed. And by an-
other deed I appoint myself as the
manager of the estate. I draw a
salary. According to the four points
enumerated by the hon. Minister, that
cannot by any stretch of imagination
be called a mala fide transaction. I
can be a servant to my son. There
are cases where partnerships have
been registered. where companies have
been registered, and where the actual
proprietor has become the servant of
that partnership. Now, I want to
know from the hon. Minister how it
is possible for the State to say thot
such gifts are mala fide in so far as
attempts to escape the estate duty are
concerned, because such gifts may not
be mala fide according to the law asit
exists.

How is he going to see that these
four points that he has enumerated
will apply in cases of this kind? T
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personally believe that they cannet
be applied, it I gift it away t my
children—if 1 do not have children,
then to my near relatives. These
points cannot in essence apply to any
cases where 1 gift away property to
the person who is going to inherit it
in any case after my death. Then
that means that it is a clear invitation
for the dodging of this tax and- legal-
1y escaping it. Now, I fear very much
that not Rs. 14 crores, not Rs. 10
crores, not Rs. 2 crores, but not even
a crore of rupees may be collected,
because if you keep an open invita-
tion like this, I cannot imagine of a
man either in this country or else-
where who will not take advantage
of this clause.

Therefore, Sir, I should very much
have liked to have moved an
amendment and seen to it that in
so far as the gifts for public purposes
were concerned, only such gifts were
exempted, and gifts for the personal
enjoyment of the natural inheritors of
an estate were definitely excluded
from the operation of this clause. That
would be my submission and that
would have been the intent and pur-
pose of my amendment. If the hon.
Minister agrees with me and if it is
possible for him to move an amend-
ment, if not now-—I see that it rnay
not be possible at the present moment
but if not now, then he must definiie-
ly keep this in mind. I can assure
him that during the next two montus,
three months or six months vf the
operation of this measure, he wili coine
to the same conclusion as I have,
even before the passing of this Bill,
that because of these two small words
that have been added, anything is go-
ing to be gifted away if it has not
already been done. to the natural
inheritors of the estates all over the
country.

Tue LEADER or THE COUNCIL
(Seri C. C. Biswas): Long before
this estate duty was thought of there
have been numerous transfers of
large proportions in the owners’ life-
time, perfectly bona fide, and why
shoulg these estates be brought under
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this estate duty? There is no reason
to assume that every gift must be a
colourable transaction for the puipose
of defeating this Act.

SHRI C. G. K. REDDY: To explain
it again, I said a gift which is for the
personal and direct benefit of a natu-
ral inheritor, an inheritor who would
have got it in any case—such gifts
should be excluded. I did not say
that the gifts which would have gone
to public institutions for charity or
other things should not be exempted.
I said that gifts which would have
constituted a property that would
have passed, that would have been
deemed to pass, according to clause
4, such property should be taxed.
But if you, exempt these gifts, then

you will not get anything. In that
case, everybody is going to gift it
away. That is what I meant. 1 ao

not think that every gift is mala fide.

SHrr B. P. AGARWAL (West
Bengal): How would the hon, Member
provide for cases where there is a
widowed daughter and the father
wants to make a gift to his daughter?

SHRI C. G. K. REDDY: A widowed
daughter or any other female depen-
dent on a joint property cannot, even
if you want to gift it, lay claim to
that gift. There is no power unless
that property is self-acquired.

Surt B. P. AGARWAL:
daughters !

For

SHRT C. G. K. REDDY: It cannot
happen. No head of the family, of
an undivided family, has a right to
gift away anything to anybody other
than the natural inheritors of that
joint family property. It is not pos-
sible for a father to give to a widowed
daughter something which belongs to
the ancestral property He has no
right to do so. As scon as he dies,
the property goes to the joint family.
(Interruption.)

Mga. DEPUTY CHAIRMAN: Order,

order.

Surt H. N. KUNZRU: Mr. Deputy
Chairman, the amendment that I have
moved for the deletion of lines 24 and
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25 in clause 9 is a consequence nf
the amendment {o sub-clause (2) of
c¢lause 9 that I have given notice of.
I shall therefore deal only with the
proposed amendment of sub-clause (2).
That amendment, if I may read out,
Sir. runs as follows:

“That at page 5. for lines 26 to
29, the following be substituted,
namely:—

‘(2) The provisions of sub-
section (1) shall not apply to—

(a) gifts made for public chari-
table purposes;

(b) gifts made in consideration
of marriage; and

—
.

(c) gifts which are proved to
the satisfaction of the Controiler
to have been part of the normal
expenditure of the deceased, bhut
not exceeding five thousand
rupees in the aggregate.’"”

Now, Sir, the existing sub-clause (2)
deals with two kinds of gifts—gifts
made in consideration of marriage
and gifts which are proved to the
satisfaction of the Controller to have
been part of the normal expenditure
of the deceased, provided these gifts
do not exceed Rs. 5.000. Now, Sir,
paragraph (c¢) of my amendment which
relates only to gifts which are proved
to have been part of the normal ex-
penditure of the deceased is a part of
the existing sub-clause (2). The other
two paragraphs, (a) and (b), introduce
new conditions under which gifts made
for public purposes should not be
chargeable to estate duty,

I shall therefore deal with only
these two paragraphs. Sub-clause (1)
of clause 9 deals.with gifts made for

public charitable purposes. Sir, my
hon. friend, the Finance Minister,
when he was speaking eloquently

about the effect of the Bill, said that
the estate duty was in force in about
43 countries and that in everyone of
those countries it had been recognised
that gifts made shortly before death
are not bona fide gifts but are made
with the intention of defrauding the
public exchequer. I do not know
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whether his attention has been drawn
to the American law on the subject.
] am dependent for my information
on  Buehler’s Public Finance which
was published in 1948. 1 believe that
this book deals with the American law
relating to death duties as it stood
in the year 1946 or 1947. I do not
know whether the law has been
changed since then. I hope that it
has not been. but in any case the ex-
ceptions made under the law as it
existed up to 1947 seem to me to be
desirable. Buehler says on page 592:

“All contributions made by the
deceased in his will to Corporations
operated exclusively for educa-
tional, scientific, literary, religious
or charitable purposes as well as to
any American Government may be
deducted.”

I admil that the language here is not
“shall be deducted.” I do not know
in what circumstances such gifts may
be deducted from the principal value
of the property but the principle that
gifts made for public charitable pur-
poses may be deducted from the prin-
cipal value of the estate is recognised
or at least was recognised in the
United States of America up to the
year 1947. I think that this is a very
good precedent, and that we should
follow it, but there are other argu-
ments to support this amendment.
Suppose a man donates three or four
lakhs of rupees to a schoof for a suii-
able building and he dies soon after-
wards. i.e. within six months of the
making of the gift.

PanpiT S. S. N. TANKHA:
charitable gifts
months before,

Public
must be made six

Surr H. N. KUNZRU: My hon.
friend. Mr. Tankha, thinks that if the
man dies within six months of making
the gift, the gift will be taxable, hut
if he had made the gift six months
before his death, the gift will not he
taxable. What I am asking for is that
gifts for vpublic charitable purposes
should he exempted from the payment
of estate duty, no matter when 1zade
The American law, as it was, at least
exempis gifts made by will to public
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charitable institutions.
which an institution would receive
even after the death of the donor
might be exempted or might have
been exempted from the payment of
estate duty. I want the same principle
io be followed, and the illustration
that I have given is, I think, a very
useful one. Suppose a man makes
such ™ gifts even a month before his
death, woulq such gifts, whether bona
fide or mala fide, be really against
public policy? Will they serve a good
purpose or not? You can regard it as
a colourable transaction if it dces
not serve any public purpose
but is meant at the same time
to evade the payment of estaie
duty, but when the gift fs de-
cidedly useful in the public interest
when it is made for a purpose that we
all value, is there any reason why it
should not be made exempt from duty
in all circumstances? My hon. friend,
the Finance Minister, spoke of the
circumstances in which sometimes
wills are written. Yes, sometimes
wills are wriiten under such conditions
as to lead to a great deal of litigation
but the courts afterwards decide the
matter, and if there is any doubt
about the bona fide character of the
gifts made by a man before his death,
the matter  will be settled by the court
as other matters that go before it are
setiled, This raises, therefore. no spe-
cial difficulty.

There is one other matter that I
should like to refer to in regard to
this paragraph. Taxation is fairly high
in this country, and everybody who
has to collect money for public insti-
tutions knows how difficult it has be-
come during the last seven years 10
persuade anybody to give any sub-
stantial sum for any public purpose. I
have had the misfortune, Sir, of trying
to collect funds for a number of pur-
poses, but I have never found my task
easy. Even people from whom good
help might be expected plead in ex-
cuse the incidence of taxation and the
various impositions to which they are
subject. Now, when the Estate Duty
Bill is passed, they will have one more
excuse in their armoury for refusing
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! ;0 part with money even for .a highly
meritorious public purpose. Should
not the Government. in these circum-
. stances, deal with this matter of gifts
for public charitable purposes with
some leniency? I don't accuse the
Finance Minister of hawing been un-
duly severe or even severe, By say-
ing that such gifts will be exempt
from the estate diuty if they
are paid six months before ithe death
of the owner, he has shown a willing-
ness to make an allowance for the cha-
I racter of the gift. I only ask him to
' carry his principle {further on the
, ground that in a country like India
it is desirable to go further. I don’t
| know what the policy of the Govern-
" ment is. Do they want really that
while the Government may be demo-
cratic, in form, it should become eco-
nomically tofalitarian? There may be
! private enterprise but if the making
. of gifts for public purposes cannot be
| safely made from the point of view
of the payment of estate duty, then I
submit that it will virtually come to
‘ this that public workers will have to
seek financial help from Governmenti
for every institution that they are inte-
rested in. I am sure the Finance
Minister does not desire this state of
things He wants that along with pri-
vate enterprise in economic matters
there should go public spirit in matters
pertaining to the public good and in
order to bring a connection between
these two things, that is public spirit
and economic enterprise, it is desir-
able to encourage gifts for charitable
purposes,

I come to sub-clause (2)—gifts made
in consideration of marriage. It may
be thought that sub-clause (1) covers
such gifts; but it will, only if a period
of two years elapses before the donor
dies. Let us take an illustration to
make this clear. A girl is married in
her father’s life-time, She receives
jewellery worth Rs. 25,000 because her
father’s circumstances were such asto
enable him to make this gift to his
daughter but if he dies within two
years of making the gift, then it seems
{ to me that a tax will have to be paid
t on the value of the jewellery. I don’t

know what is the effect of clause 33......
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Kuywasa INAIT ULLAH: If it is | 11 am
above Rs. 1 lakh.
\ SHrr C. G. K. REDDY: I should
Surr H. N. KUNZRU: 1 have as- | like to ask for clarification from the

sumed that the jewellery is worth ‘

Rs. 25,000. Let us suppose that the
man leaves behind a property worth
more than Rs. 1 lakh. His estate will
then have to pay estate duty. Will this
sum of Rs. 25,000 which is the value
of the jewellery given by him to his
daughter in consideration of her mar-
riage during his life-time but within
two years of his death form part of
the property on which estate duty will
have to be paid?

Kuwaja INAIT ULLAH: Never.

Panoir S. S. N. TANKHA: It is
certainly a perfectly bona fide transac- |
tion, but still two years must elapse
before death to save it from duty.

Surt M. C. SHAH: Yes.

Surr H. N. KUNZRU: My hon.
friend Shri Shah says ‘Yes’.

Surr M. C. SHAH: Excepting

Rs. 5,000 as has been provided for. It

is under sub-clause (2).

SHRI H. N. KUNZRU: Yes. Only a-
sum of Rs. 5.000 will be deducted anc
estate duty will have to be paid on
the remaining Rs, 20,000. If a man’s
circumstances are such as to enable
him to make such a gift, if it is found
that in the case of the marnage of
another daughter he made a similar
gift, then there is every reason to think
that the gift was a bona fide gift and
made in accordance with his circum-
stances. There is nothing toshow that
it was made in order to evade the pay-
ment of estate duty. Are you going to
penalise the daughter of a man who
has the misfortune of being wealthy?
Is it your intention to make a disline-
tion between two daughters one of
whom is married two years before the f
death of her father and another within |
two years of the death of her father?

I think this is undesirable and that '
the exchequer will not lose much if |
it allows gifts made in considerafion |
of marriage to be excluded from the |
property on which estate duty will I
have to be paid.

that such gifts were allowed

hon. Member. Supposing, according
to his amendment, a father has no son,
he has only two daughters, would 1t be
in order for the father to gift away
all his property before his death and
yet be exempted?

Sur1 H. N. KUNZRU: My hen.
friend puts forward an extreme case.

Sur1 C. G. K. REDDY: It will apply.

Surt H. N. KUNZRU: That cannct
prave the rule. but what do we f{ind
in actual practice? A man has crores
upon crores with him. He has two or
three sons. He gives them limited
allowance. They ask him for a higher
allowance but he does not listen to
them. Now when this is the stale of
things, can we believe that huwmran
nature will change as soon as the
Estate Duty Bill is passed and a man
who has one daughter or two daughters
or more will be in a hurry to part
with all his property with the abject
of cheating the exchequer? This is a
far-fetched assumption; in a particuiar
case the man may give a large sum
of money to his daughter but I find
it very difficult to believe that a man
will, in his own life-time, make h:m-
self penniless in order to have the
satisfaction of feeling when he is on
his death-bed that no death duty will
have to be paid on his property to

' the wretched Government that has

passed the Estate Duty Bill. Let us
take such circumstances into account
as are normal. If you think that this
concession is likely to be abused, by
all means introduce some restriction
which will not make any concession
i'lusory. The other day I pointed out
iznder
the English law too. I suppose as
we are going to find out how the law
relating to death duties is adminis-
tered in England, we may as well
follow the practice there. If no harmn
has resulted there from unlimited
gifts being allowed to be made in con-
sideration of marriage, I see no reason
why we need be unduly nervous.
There is another thing that we should
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consider, This language ‘gifts made
in consideration of marriage’ may
rclate to a man’'s own marriage and
the English law does contemplate
gifts made in connection with such
marriages. When a man is married,
he himself is not likely to settle pro-
perty of a large value or give very
costly jewellery to anybody except
his wife. Ang even if the provision
relating to gifts in consideration of
marriage were relained as it is in the
Bill before us, he could still setitle
valuable property on his wife. There
would be nothing to prevent him from
doing so. Taking all these things t{o-
gether, I think that a strong case ha:
been made out for the amendments
contained in parts (a) and (b) of sub-
clause (2). I do not think, Sir, it is
necessary for me to read out the
passage relating to this particular
matter, that is to say, gifts made in
consideration  of marriage, from
Dymond’s “Death Duties”. 1 beiieve
I read it out the other day. I do not
know what the intentions of the
Finance Minister are; but I feel. and
feel very strongly. that the amend-
ment of which I have given notice
deserves to be accepted by him.

Sur:t J. S. BISHT: Sir,
moved my amendment:

I have

“That at page 5, for lines 24-25,
the following be substituted. naine-
ly:—

‘provided that gifts mav be
made for public charitable pur-
poses at any time before death.'”

Sir, of all the amendments to clause
9, this is the most important, and
for that reason 1 specially recommend
it to the hon. Finance Minister for
his consideration and acceptance. The
Finance Minister in his speech advanc-
ed certain reasons and arguments in
regard to gifts and the scale or rate
of payment of the estate duty. I was
hoping that he would give us the
reasons as to why gifts for public
charitable purvoses should not he ex-
cluded. After all a man when he
makes a gift for public charitable pur-
poses does not make it in the interest
ot his family or his heirs or descen-
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dants. In the case of public charitable
purposes, the gift property passes out
of the estate of the deceased person
the moment he has made that endow-

ment. The Finance Minister has al-
ready conceded that
Surt C. C. BISWAS: Sir, on a

point of order. This amendment in
the form in which it now stands does
not seem to be relevant to the clause.
The amendment seeks to substitiite
the words: “Provided that gifte may
bhe made for public charitable purposes
at any time before death.” for lines
24 and 25. But the provision in the
Bill does not prevent anybody from
making a gift. It does not say that
nobody can make a gift. That rizit
is still there and may be exercised
any time before death. He car do
that even under the present Bill; but
all that the Bill says is that if the gift
is made within a certain period and
not earlier, then the subject matter
of the gift will be treated as part of ihe
estate and will be deemed to pass
along with the rest of the estate. There-
fore, this amendment is out of order
and not relevant to this clause.

Surr J. S. BISHT: It only means
that the exemption limit extends right
up to the time of death.

Mr. DEPUTY CHAIRMAN:
your amendment is badly drafted.

Surr J. R. KAPOOR.
arafting matter.

SHRr J. S. BISHT: But there are
other amendments to the same effect.
The point in all of them is the same.

But

It is just a

Mgr. DEPUTY CHAIRMAN: You can
speak on the clause then.

Surr J. S. BISHT: In the first place
the Finance Minister has conceded it
in one type of gifts, namely, gifts made
on deposition or trust in favour of, say
a descendant or any other person. But
in the case of these gifts for public
charity purposes he has reduced the
time limit to six months. That, in
fact, is itself a concession, but it I8
more or less a sort of arbitrary cunces-
sion. Nobody can foretell when he 18
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going to die. He may not expect to
die within six months, but there may
be an accident or heart failure, or any
other thing and he may die.

Secondly, if you remove this limit of
six months and allow the man to make
gifts for public charitable purposes
right up to the time of death. that will

encourage Dpeople to make gifts
for objects in which they are
interested. For instance a man
of arts may be interested in

making a gift for some art institu-
tion or maybe to the study of some
science or to some university. It may
be his desire to make the gift some
time and as he is hale and hearty. he
may be expecting to live for some
years more; but then it may just
happen that he dies within six months.
and this sort of gift will not be en-
couraged. We have to encourage the
making of such local gifts. Then there
are areas in, say, Assam and other
hilly regions and also some places in
the hills—there are some places in the
Uttar Pradesh—and those who made
fortunes in Assam would like to make
some charitable gifts for public pur-
poses in their own places, for an edu-
cational institution., for instance, in
their own particular locality. This
sort of gift should be encouraged. If
something happens and he js not able
to make this gift sufficiently early, he
shoutd be allowed to do so even atf the
last moment. There are similar in-
stances in the case of the integrated
States, like Sauraghtra, Rajasthan or
Orissa. People living for centfuries in,
Bikaner, for instance, would like to
make certain gifts to such puhlic
charity purposes in Bikaner or Jaipur,
or say in Pilani. There are such chari-
table-minded people who have made a
fortune and who want to make gifts
of public utility. Why should they not
be allowed to make these giftc and
why should not such gifts be exempted
from the paymeni of estaite duty even
though thev may be made only at the
time of death?

And then there is this point which
is not clear to me. Who is to pay this
estate duty on the gift made within
six months of death? A man makes a

8 CSD
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gift 1o an institution, say an educa-
{ional institution in Pilani, of Rs. 10
lakhs. Let us say “X” makes this
gift of Rs. 10 lakhs for a particular
object, and he dies before six months
are over. After that period, who pays
the duty that is payable on this gift?
Will the heir pay it or the institution
that receives the gift? The institu-
tion will not pay and if the registeted
deed of gift has been made and the
man has taken charge of the property,
he too will not pay. In that case it
is not clear who will be the person
who will be liable to pay the duty on
a donation of that type. I therefore,
submit that this period of six months
be omitted angd the clause amended in
the manner suggested either in the
amendment of Shri Kishen Chand or
Dr. Kunzru so that gifts made right
up to the point of death may be ex-
empted from payment of estate duty.

Surr KISHEN CHAND: Mr Deputy
Chairman, the hon. Finance Winister
has. in his speech, said that nobody
knows the time of death and there-
{fore, people are very diffident in mak-
ing any gifts during their life-time.
They are reluctant to give away control
over the management of that property
during their life-ttme. Our aimm is to
have a Welfare State and when that
aim is placed before Government, they
always plead inability on financial
grounds. 1f the State cannot help in
the attainment of that ideal will {t not
be better if every encouragement IJs
given to the public to come forward
and help 1o some extent in the attain-
ment of that ideal? The two main
objectives will be education and pubiic
health and if. as pointed out by Shri
Kunzru, people are reluctant to give
donations and charities, they will have
the added fear that if they make big
donations and keep only a small por-
tion for their descendants and depen-
dents and if the duty is to be paid on
the entire amount by the descendants
or the dependents, even on that part
which is given free to charity, it may
happen that the dependents may not
get anything at all. A concrele exam-
ple has been given by an hon. Member
that 1f Rs. 10 lakhs are given to a hos-
pital and only Rs. 2 lakhs are left to
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the descendants, the duty on Rs. 12
Jakhs will be over Rs 2 lakhs.
Kawasa INAIT ULLAH: No
Surr KISHEN CHAND: Yes, it

-will be. The estate duty will be
Rs. 2 lakhs on an estate of Rs. 12
Takhs. The net result will be that it
the hospital or the charitable institu-
tion does not pay the duty then the
remaining dependents who are going
te get a share in the Rs. 2 lakhs, will
have to pay the entire duty. In this
way, we are discouraging people from
giving a large portion of their property
Tor charitable purposes It would have
keen better if the hon. Minister had
wonsidered this type of anomalies. An
«easy solution of this is to permit people
to give these gifts free of the estate
duty right up to the time of the death.
By this one alteration, all sorts of com-
plications are avoided. The hon. the
Finance Minister has stated that the
proceeds from this duty will go to the
‘States. It is not within the province
©of Parliament to prescribe for what
purposes the proceeds will be spent
by the States. Will it not be better,
Sir, if direct encouragement is given
‘1o public spirited people to spend that
money directly on welfare activities
than to give it in the shape of estate
duty which will be sub-divided between
‘the States to be utilised for any pur-
pose? It will be far easier to approach
a man in a hale and hearty condition
and to tell him that if he gives these
gifts subject to the condition that
ithese may be utilised only after his
death, it may be possible to persuade
people to give a large part of their
accumulated wealth. You want a man
to give during his life-time. But you
do not know the psychology of the
rich people. A rich man is more
greedy than even a middle-class man
.and he wants to stick to his wealth
1ill the last moment. It is wrong fto
say that people will gift away all their
wealth. [t has not happened in any
one of the 43 countries where estate
duty has been levied so far A small
number of pecple may gift their pro-
vperties away but the majority of the
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people stick to their wealth till the
last moment; in spite of knowing the
fact that they will not carry this wealth
to the other world, they stick to it
It will be far easier if some sort of
incentive is given in this Estate Duty
Bilt to encourage these people to give
a large part of their accumulated
wealth for charitable purposes. There-
fore, ¥ would suggest to the hon. Minis-
ter that even though he may not accep
the amendment now, he may keep thi
in view when an amending Bill i
brought forward soon.

Only slight alterations will have t
be made: the words “six months” ar
to be substituted by another five words
"up to the time of death”. Such :
slight variation of two words wil
bring ever-lasting credit to him by
encouraging public charitable pur
Poses.

Mr. DEPUTY CHAIRMAN: Does
not “public charitable purposes” 1n-
clude “education”?

Kuwasa INAIT ULLAH: No, Sir
we have discussed this in clause 2.

I have moved. Sir:

“That page 5, line 24, after the
word ‘charitable’ the words ‘educa-
tional and religious® be inserted.

Sir, we have discussed this in clause
2 when we were discussing the mean-
ing of public charitable purposes. Na
doubt the hon. Minister could satisfs
us that public charitable purposes in:
clude relief of the poor, education
medical relief and the advancemery
of any other object of general publit
utility.

MRr. DEPUTY CHAIRMAN: Educa
fion is already there. He explalnec
“puLlic charitable purposes.” He sai¢
that it would include that also provided
it is for a public purpose.

Krwasa INAIT ULLAH: If this
word “charitable” is deleted then 1t
can be very clear; it may be for public
purposes; not that everything can coms
in, If it is public charitable purposes.
then, I think the religious purposes
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«do not come within it. The hon, the
Finance Minister may say that reu-
:gious purposes may come within it but
I do not understand how. Sir, after
the passing of this Bill, we are golug
1o increase litigation throughout India

I
i

" because when a Hindu or Sikh or Mus- ‘

lim dies leaving a gift to a temple or
a gurdwara or a mosque, nobody can
say that this will come under general
Jpublic utility.
means that the Muslim or Hindu ecan
give a portion of his property to &
mandir or a mosque, he should have
-clearly said that these also will come
within charitable purposes. After the

If the hon. Minster

explanation of public charitable pur- !

poses, a mosque cannot come under
this definition; neither can a mandir
<come under this definition. So, we
should have the words “educational
and religious” or we should delete the
word “charitable”. 1 am sure, Sir, as
is known to everybody, that giving any
gift to a mosque 1s not a charitable
act. You can have the meaning of
*charitable” in any way but dictiona-
ries show that the word ‘“charitable”
‘has never meant and will never mean
religious work. I don’t think the hon.
Minister will accept the amendment
but I want to make a request to him.
Under clause 32, we are going to give
him more power to exempt certain
things. By that clause, he can exempt
such gifts which are given for religious
purposes Then only it will serve the
purpose; otherwise, it will never be
clear by these words only that a man
can make a gift for any religious pur-
pose. I am against all these exemp-
-tions and I do not want any exemp-
tions because a man having a property
of more than one lakh of rupees, when
he can give some gift to a mosque or
“to any charitable purpose, must give
something to the Government so that
the Government can develop India.
But when the Government is going
to pass this law—I am sure that the
ton. Minister is going to exempt nearly
all rich men—and when he is going
-to be very generous towards the heirs
of rich deceased, I think he is not so
generous to this religious purpose. 1
am smelling something of Communism
in this because they don’t believe In
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religion. We Indians care much more
for religion than for other charitable
purposes. So I request the hon. Minis-
ter to change these words and if he
cannot change them, at least assure
the House that no litigation will be
increased by these words only and that
the Indian Muslims or Hindus or Sikhs
or Christians can give gifts to their
chosen public charitable purposes as
well as to their religious institutions.
There may be some schools where the
Quoran is taught. There may be some
school where only the Vedas are taught.
These educational institutions are also
public institutions so that the Hindus
can go to read the Quoran and the
Muslims can go to read the Vedas.
These institutions will be called reli-
gious institutions. I wish to stress that
either these words may be changed or
the hon. Minister should satisfy us that
these public religious purposes will
come under thig provision, Sir. Thank
you.

SHRr J. R. KAPOOR: Mr. Deputy
Chairman, Sir, I whole-heartedly sup-
port the amendment moved by my hon.
friend Pandit H. N. Kunzru, with one

slight amendment if the Chair be
pleased to permit me to do so. His
amendment reads thus: “The provi-

sions of sub-section (1) shall not apply
to—(a) gifts made for public chari-
table purposes.” If you permit me,
Sir, 1 might insert only one word
before the word ‘public’ and that word
is ‘prescribed’, so that thereafter the
amendment would read like this. “The
provisions of sub-section (1) shall not
apply to—(a) gifts made for prescribed
public charitable purposes”.

‘(HWAJA INAIT ULLAH: Prescribed
by whom?

Sk J. BR. KAPOOR: ‘Prescribed’
has been defined in the Bill. Pre-
scribed by the Central Government.

Parts (b) and (¢) of the same
amendment of Pandit Kunzru may
stand as they are.

Failing this amendment, Sir, I would
support the amendment moved ry my
hon. friend, Sirt Kishen Chand.

Sir, with his usual thoroughness my
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non iriend Pandit Kunzru has made
out a very strong and irrefutable case
1 support of his amendment and while
moving this amendment he does not
stand by himself in this House He
has the support, I am sure, of almost
every Member of this House who 18
not a member of the Government I
make bold to say so because through-
out the discussion in this House so far,
this point has been supported hy almost
everyone of the speakers parficularly
the powint relating to gifts made for
public charitable purposes No Mem-
ber who has already spoken has to
the best of my knowledge said one
word against the suggpestion and there-
fore, 1t 1s obvious that every secltion
of this House 1s strongly in favour of
this suggestion or this amendment be-
ing accepted I hope and trust, Sir,
that the hon the Finance Minister
would not be so adamant and would
not be so hard-hearted as not to accept
this We have always found him to
be soft-hearted and even sweet-hearted
and we hope therefore, Sir that on
this occasion

Kuwata TNAIT ULLAHI Sweet

hearted!

SHr1 J R KAPOOR I wish he had
heard what I am saying for I am sure
he would have relished it Anyway
I am sure that he would have due
regard to the unanimous views and
wishes of this House Sir I submt
that the clause, as 1t stands is against
public policy and 1s agamnst public in-
terests because 1f 1t 1s allowed to re-
main as 1t 15 11 will discourage to a cer-
tain extent maybe a very substant
extent the making of gifts for cha
table purposes Sir  Members here
ke my hen friend Pandit Kunzru
and some humbler persons like myself
and manv others who during the course
of our public life have had occasion to
collect money for charitable purposes,
know how difficult 1t 1s to take out
money from the pockets of the rich
Many persuasions have to be made
and many pressures have to be brought
to bear upon them to make them con
tribute to public charitable funds If
on the top of 1t all this clause is
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allowed to remain as 1l 1s the diffi
culties would increase rather than
cimimish  And then 1s anybody going
to gamn thereby? If my suggestion 1S
accepted S that the word ‘pre-
ccribed’ be 1moerted before the words
public charitable purposes’ then let
us analyse what would the position be
The position then would be that the
Central Government would make out
a list first of all and then amend 1t
by mncreasing o1 decreasing the items
contained therein from time to time,
laying down therein as to which sort
of public charities would be recognised
hy the Government for the purposes
of death duty not being leviable on
contributions to them even if the gitt
1> made within the period of si1x
months of the death of the deceased
Now the estate duty which the Govern-
ment proposes to realise is not to throw
1L off 1n the air Certlainly 1t proposes
to realise it for nation-building pur-
poses and for social welfare activities
The purpose of the Government there-
fore would be amply served even fully
served 1f the donor selects one of
those objects enumerated by the Cen-
tial Government in the list of approv-
ed chanties and makes a subslantial
contribution to 1t Now 1f on the other
hand that gift 1s also subjected to
death duty that will act as a very
strong deterrent against charities being
made Who suffers then? In the first
place if the gift 1s made for anyone of
the specified or prescribed purposes
then the entire gift comes to the society
1t benefits those very institutions which
would be benefiled by the Government
itself 1f 1t realises the duty and spends
1t for such purposes Obviously the
duty in every case would be very much
less than the entire amount of the
contribution made for charitable pur-
poses To 1llustrate my pont Sir,
suppose a man contributes Rs 5 000—
I will not mention lakhs because such
big figures are beyond the comprehen-
sion of poor man like myself—for the
benefit of a prescribed charitable pur-
pose and 1f the Government 1 tu
realise death duty thereon, then the
Government will realise if the pro-
perty left 1s worth Rs 100,000 about
5 per cent
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Kunwasa INAIT ULLAH: Nothing.

Surr J. R. KAPOOR: Let us not
be too technical. Let us understand
the particular meaning of what | am
submitting. If the charity is only to
the extent of Rs. 5000 and the
deceased jeaves a property worth one
‘lakh and Rs. 5.000 including this
Rs. 5,000 also, then on this Rs. 5,000
ithe death duty realised would be
Rs. 250. This is all that comes to
‘the coffers of the Government Now
‘because of this fear of an amount of
Rs. 250 being realised out of the gitt
made by the deceased, the deceased
is deterred from making a contributiun
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-of Rs. 5,000 to a public charitable pur- .

puse. Ultimately, the Government. of
«course, will get Rs. 250 when the man
+dies, leaving the property in his own
hands at the time of death, but then
this Rs. 5,000 which he would other-
wise have contributed for a specified
public purpose does not reach the
public. So the Government or the
public would be losing Rs. 4,750.
Now, does it appeal to our sense of
propriety? Is it in public interest? Is
it in consonance with public policy?
Does it not run counter to the very
-object which the Finance Minister has
.n view and we all have in view in
bringing forward this measure?

Surr C. D. DESHMUKH: May I
"know what he does with this Rs 5,000
‘if he does not make a gift?

Sarx J. R. KAPOOR: If he does not
make a gift he might utilise it in any
way he likes. Sir, there are moments
and moments in the life of a man
‘when he feels persuaded to contribute
sometning for a charitable purpose.
iif at that time he is deterred from
inaking this contribution, he might
utilise the amount he has for some
-other purpose; he may purchase fur-
-niture, visit cinemas and theatres for
aught we know. The whole money
gues off. Let us even suppose he does
-not squander that money; he does nnt
spend it away within that six months
-period. Even then what does the
“Government zain? Only Rs. 250, Even
‘if the entire amount of Rs. 5,000
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remains intact at the time of death
which is very unlikely, the Govern
ment gets only Rs. 250 as death duty.
whereas in the other case the full
amount of Rs. 5.000 would have been
donated for a specified charitable pur
pose and the object of the Government
would have been fully served—not only
fully served, but served so many times
more. Rs. 250 in one case it gets;
Rs. 5.000 it will get in the ofher case.
Now this is a point which must be
seriously considered by the hon. the
Finance Minister. He is losing heavily
by having this clause as it is.

Now. Sir. about that six months
period. Is it not the experience of
every one of us that one becomes chari-
table-minded only when one is nearing
death? I have known cases. Sir,
where persons who have been declared
to be on the verge of death refused
to believe that they were going to die.
Doctors. in some cases to my personal
knowledge, had declared that the man
was not going to live for more than
three, four or five months or even a
year sometimes. But the doctors never
say this to the patients. They say
this only to the relatives or the atten-
dants lest the patient should collapse.
To the patient they will say ‘You are
vetting on better and better, you will
be all right within a short time' anu
s0 on. So the patient who never re-
lishes the idea of d(}ing encouraged by
the assurances of the doctor fee]s that
he has to live long and he need not
part with any of his property for chari-
ties. It is only when he is faced with
death that he feels like giving sub-
stantial charities. Now. why should
we not encourage him to do it if just
at the time of death he is inclined to
give money in charity? Tf those chari-
ties are made taxable, you are dissuad-
ing him from making them.

Then, Sir, there would be so many
administrative difficulties in this con-
nection. I mentioned the other day
while making my submission on the
first reading of the Bill that we might
take the case of a man subscribing
Rs. 5.000 to the Hindu University and
dying two or three months thereafter.
The Hindu University would be liable
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{0 tax to the extent of the gift gien
to 1t

KuwaJa INAIT ULLAH  That 1s

not yet clear

Surr J R. KAPOOR: It 1s all very
clear 1 have mnot forgotten that
Every Dbenefictary whether a living
human bemng or an ncorporate body
will be Liable And you have further
provided under sub-clause (3) of clause
53 that every person accountable for
estate duty under the provisions of
this section shall, within six months
of the death of the deceased or such
later time as the Controller may allow,
deliver to the Controller and verify to
the best of his knowledge aud behef,
an account of all the property in res-
pect of which estate duty 1is payable
Now, Sir, the Hindu University in this
case 1s a person accountable for estate
duty. How 1s the Hindu Umversity to
keep 1tself informed of the health and
physique of the donor? And must It
keep 1tself constantly informed of the
date of death of the donors at least
for this period of six months? How 1s
the University to know about it, or
for that matter how tne various other
institutions to whom the deceased may
have donaled are to know when the
donor dies?

Surr C. D DESHMUKH:" Is it urged
that they have no further interest in
the donor?

Mr DEPUTY CHAIRMAN It will
be too fresh in their minds. They
will know 1t.

SHrRt J. R KAPOOR 1 did not
follow the hon. Minister.

Mr DEPUTY CHAIRMAN. The

hon Minster wants to know whether
the institution will have no further
interest 1n the donor.

SHRI J. R KAPOOR They may or
may not have, but there is a statutory
obligation on them to submut this state-
ment They cannot get out of it and
if they do not submut this statement,
they are liable for a penalty It 1s a
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criminal offence and the Vice-Chan-
cellor of the Banaras University our
hon iriend who 1s not present here
today, Acharya Narendra Deva would
be hauled up for not submitting this
statement If I may be permutied to
say so, does 1t not look absurd, Sir?*
The relations and successors of the de-
ceased normally would always know
when the man 1s dead—more particu-
larly those who inherit the property,
after death But how are these chari-
table institutions which have got
money from the donor four or five
months before his death, to know
when the donor 1s gomng to die?
It will lead to a great adminis-
trative difficulty and there 1s no
use trymng to get over this diffi-
culty by saying that we shall not
realise the tax from the Hindu Um-
versity. That wili be sull mora unfair.
My hon. friend Mr. Kishen Chand has
just given an illustration according to
which person though he may not have
inherited all the property may be
called upon to pay duty on the fotat
value of the property Would it not
be unfair, Sir, to get out of thus diffi~
culty by suggesting that the Central
Board of Revenue would not realise
death duty on the gift from the Hindu
University or any charitable nstitu-
tion? This is an aspect of the case, Sir,
which must be seriously taken inte
consideration.

I would like to come to part (b) ofu
the amendment of my hon friend Dr.
Kunzru, “gifts made in consideration
of marriage”. May I agam draw the
attention of the House to the almost,
1f I may be permitted to use that word
again, ‘absurd’ way in which sub-clause
(2), of clause 4. has been drafted? Let
us see this sub-clause It says.

“The provisions of sub-section (1)
shall not apply to gitts made tn “con-
sideration of marriage or which are
proved to the satisfaction of the
Controller to have been part of the
normal expenditure of the deceased,
but not exceeding rupees five thou-
sand 1n the aggregate”

I draw particular attention to the
words ‘in. the aggregate’. What are
the implications of these three words
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“in the aggregate”? Suppose a person
has married off three daughters within
a period of six months before his death
and has married a son also. In the
experience of all of us this happens.
Sir, that when a person thinks that he
is very near his death, he likes to
marry off his daughters and his sons
and wants this and that to be done
so that the difficulties may not remam
for his successors who will have to
marry off the daughters and son. Now,
a father would like to marry off his
three daughters, and his son, and
would also like to give some amount
to his nephew for his education.
According to the sub-clause, if he
marries off his three daughters and
his son and if the aggregate of all this
is beyond Rs. 5.000, the extra sum will
be taxed. I am not in favour of per-
sons giving a huge dowry. But even if
a person gives Rs. 3,000 or 2,000
which I do not think is much, for his
three daughters, and marries his son
also giving Rs. 2,000 to the daughter-
in-law, it comes to Rs. 8,000; then
Rs. 1,000 or Rs. 500 he spends as nor-
mal expenditure in these six months,
all this will certainly go beyond
Rs. 5,000.

Mr. DEPUTY CHAIRMAN: 'the
word ‘marriage’ is in singular and not
in plural.

SHR J. R. KAPOOR: If that is the
intention of the hon. Finance Minis-
ter, Sir, then I have no quarrel with

him. I am afraid, then, Sir, that
the words ‘in the aggregate’ will
have no meaning. 1 wish, Sir,
that the interpretation that you

were pleased to put on it is the one
intended by Government also. i that
is the intention of the Government,
this may be suitably amended, and I
would have no quarrel with it then.
The Chait has thrown out a guoa sug-
gestion. That being the case, I hope
the Finance Minister will be well-
disposed to sultably amend sub-clause
2 of ciause Y

So also, we have part (¢) of Panait
Kunzru’s amendment. Except the limit
of Rs. 5,000, I think that is a reasun-
able one. If you are so inclined, you
might reduce the limit of Rs. 5,000 in
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the normal expenditure of the deceased
bul so far as the gift 15 concerned,
there should be absolutely no restrie-
tion, whatsoever. I have nothing
further to add because I would wisn
all Members who {feel strongly on
this—and everyone of us who 1s pot
i the Cabinet feels strongly on mt—
they may have an occasion to express
their views strongly. I am sure that
if the Finance Minister is convinced
that such 1s the strong feeling in the
House, he is sure to accept the amend-
ment moved by Pandit Kunzru. or,
failling it, the amendment moved by
Shri Kishen Chand.

Dr. W. S. BARLINGAY: .
Deputy Chairman, although I am not
moving an amendment, I want to Invite
the attention of the hon. the Finance
Minister to certain points in clause 9
of the Bill. The first point is more
or less a drafting point. I would invite
the attention of the hon. Minister to
page 5, line 22: “which shall not nave
been bona fide made two years or

more before the death of the
deceased shall be deemed to
pass on the death”. The words tu

which I want to draw the attention
of the Minister are *“two years or
more”. Suppose, Sir, we take a point
of time two years before the death of
the deceased, then the period between
this point and the point of death wili
surely be covered by this. There 18
no doubt about this. But when yovu
say “¢wo years or more” then, obvious-
1y this point of time may recede to
any extent in the past and that is what
is meant by saying “two years or
more”. Any mala fide gift made at
any time will thus be covered by ihs
particular clause. In that case, 1 au
not see any point in saying “two years
or more”. Why not say simply “any
time before the death”? That will
be perfectly all right.

Then the other point that I wish
to make is the same as what several
Members had been labouring just
before me. And that is with regard to
gift for public charitable purposes; I
am referring to the proviso to clause
1. And here I entirely support the
hon. Member, Pandit Kunzru. Sir, I
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do not want to repeat the arguments
that have already been made 1n this
House before me but I would give just
one argument 1n support of the view
expressed by Pandit Kunzru 8ir,
after all, what 1s the princaple which
lies behind this Bill? Suppose a persol
dies So far as his property 1s con-
cerned, there are two main factors
which are presenf in the creation of
that propeity One 1s the person him-
self and the other 1s the society As
soon as the person dies his property
really and truthfully belongs to the
soclety as a whole and therefore when
you give away the property in public
charity :1e. when you “Give unto
Caesar what belongs to o1 1s Caesa1’s”,
there 1s no reason whatever why the
State should come 1 between the
donor d4nd the chanty and say ‘we
want something out of that’ (lu-
terruption ) I know what Shri Reddy
1s talking about I am also one of
those who believe that the State 1
one of the very important institutions
which deserve everybody’s charity 1
am perfectly conscious of this But
then there 1s no justification whatever
Sir, for that limitation of six months
A person cannot know that he is dywng
s1x months hence He cannot know
that si1x months prior to his actual
death If a person knows that he 1s
dymng and then in contemplation ot
his death he gifts away his property
m charity and thus wants to defrauo
the Government of 1its revenue, theu
cerlainly there would be some justt
fication for not exempting such a gft
from duty But in this case, Sn, the
iimitation is of six months and you
know very well Sir, that a person
cannot know six months prior to his
death that he will be dying after that
period

Dr SuriMaTt SEETA PARMA-
NAND Very often, one does

Dr W S BARLINGAY No He
does not Now, if a gift 1s made 1n con-
templation of a person’s death and m
that case 1f the State comes in and
says ‘please pay something in charity
to us” then there would Le every
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justification foi that pioposition But
when a gift 1 made not in contem-
plauon of a person’s death, then there
18 no justification whatever for the
State to come 1n between the peison
and the charity

There 1s one other point which 1
want to raise in this connection and
which has also been raised by Mr
Kishen Chand Who is gomg to pdy
this amount of tax”? Suppose a person
dies and he gives most of his propertly
to public charity If that public chari-
table nstitutton 1s gomng to pay the
taxes then the matter 1s entnely
different But 1 do not think that that
18 the scheme of this Bill I suppose 1t
will be the residuary person who will
be required to pay all this tax And
if that 1s so then this person will be
mulcted by a very heavy tax indeed,
and I do not think that that will be
fair to anybody 1 therefore suggest,
Sir and suggest 1t very strongly that
giit meant for public chanties should
bhe entirely excluded from taxation
This 1s all that I had to say i ths
connection

SHrRt A S KHAN Mr  Deputy
Chairman I would hke to draw the
attention of the hon Minister to clause
9 of the Bill To make my point clear,
T first of all wish to deal with clause
8 which has been passed Clauce 8
says as follows

“Property taken as a gift maue
1n contemplation of death shall be
deemed to pass on the donot’s
death ”

This clause makes it quite clear that
any gifts made 1 contemplation of
death will not be vald

Now, coming to clause 9, we tind
that they have given two years’ time
That 1s to say, any gift made before
two years if it 1s bona fide—of course
that term ‘bona fide’ will cause a lot
of htigation later on—shall not be
deemed to pass on the death Now
my point 1s this I wanted to send an
amendment but 1t was too late anq
therefors I could not send it in time
My point 1s this that clause 8 contem-
plaies a death by natural causes
because nobody can possibly contem-
plate 1t tbrough accident Suppose if
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somebody makes a gift today to an iu-
stitution or to a person and if he dies
through an accident—say a motor
accident or somebody murders him---
within six months or within two years,
a* the case may be, then will Govern-
ment hold that he was contemplating
death like this? Therefore, Sir, equity
.and justice demands that Government
should make it quite clear that the
death contemplated in clauses 8 and 9
is death by natural causes and not
through accident or through violence
committed by somebody else. This is
my point.

Surr B. P. AGARWAL: Mr. Deputy
-Chairman, I would like to place my
views before the hon. Finance Minister
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with regard to the amendment pro-
posed by Dr. Kunzru and very ahly

.supported by so many other hon. Mem-
bers. The whole object of these pro-
visions in clause 9, if I am abte to
wnderstand it, is to provide safegunrds
against possible evasions so that undue
.advantage may not be taken under the
guise of a gift. When it is provided, Sir,
that gifts made for public charity
should be excluded if they are made
within six months, perhaps that takes
into consideration the fact that evasion
1s likely to take place. and therefore
this safeguard may be necessary. But
when the gift is made for public chari-
t1es. then where is the case of evasian?
That I really do not follow. Charity
has also been defined here as charity
for public purposes. Therefore there is
no reason to suppose that there is
any possibility for evasion. But it
appears to me, Sir, that in the anxiety
to provide safeguards against evasion,
provisions have been made so strict
that charity may not be possible at
all. Sir, you know that there are 30
many charities existing in the rountry
and there are some very fine charities
which have been made in the last days
of donors. It is very easy to say ihat
evasion will take place, but as it has
been pointed out, Sir, nobody contem-
plates his death. Very often chari-
ties are made quite in good time and
with the best of intentions, but if
accidentally something happens, well
under these clauses they will all be
debarred. Now, my hon. friend, the
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Nawab of Chhattari has pointed out
just now that if there is any char'ty
which is made in contemplation of
death or any gift made in contempla-
tion of death, then that becomes a
different question. If a charity is
made today and the person dies
through accident, if such action is to
be taken mala fide, that step will be
a very harsh one. Therefore, Sir, I
would request the hon. the Finance
Minister just to take up this matter
more sympathetically. Very often
charities are made at the last moment.
When a man appears to be just on
the verge of going, his friends and
sympathisers go to him and advise
him that at least in his last moments
he should do something for the public
good.

Surr C. G. K. REDDY: To wash
away the sins.

SHRI B. P. AGARWAL: You may
not believe in that, but a vast number
of Hindus believe in it. These ideas
cannot be wiped away like that.

Knwasa INAIT ULLAH: Not only
Hindus.

Surt B. P, AGARWAL: Yes, people
of all religions. Therefore to aeny
this right to people will not be desir-
able.

Then, the other suggestion made by
the amendment of Dr. Kunzru ts with
regard to gifts made to daughters for
marriages. The other day, while
speaking on the consideration of the
Bill, Dr. Kunzru very ably potnted out
that under the Hindu law the daughter
does not get any share in the father’s
property. She does not inherit any-
thing. When the Hindu Code Bill is
passed, it may affect that aspect In due
course, but at present the daughter is
not entitled to any share in the father's
property by her birth. The only thing

which she gets is what the father
chooses to give her during her
marriage. Supposing the father is a

millionaire and he wants to make gifts
to his daughter—possibly she may go
to a poor family—which will provide

for her needs, why should you in
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{Shr1 B. P. Agarwal.] vision. I personally think that on
such cases restrict the amount to ethical grounds 1t 1s not 1ight to watet

Rs. 50007 In the circumstances in
which Hindu society 1s constituted
today, 1t will be very unfair to say
that Rs. 5,000 1s the amount which
should be suffictent for a daughter’
marriage and nothing more This
completely 1gnores the existing price
level and the existing circumstances

Another thing that I would lke to
suggest 1s that the main provisions ot
this Bill—unfortunately I was not
present here at the time of considera-
tion of the Bill-—are not very murh
liked by the country in general

Mgr. DEPUTY CHAIRMAN: You
cannot make any general remarks now.
Confine yourself to this clause and the
amendments.

SHR1 B. P. AGARWAL: I am only
speaking on the clause There are many
persons here who want to support this
Bill out of a sense of discipline because
they belong to the Congress Party but
if you ask the Members individually,
I am sure many of them will say that
many of the provisions of this Bill are
of a serious nature.

Kuawasa INAIT ULLAH: Many, not
only the rich people

SHrR1 B. P. AGARWAL: Therefore
I would suggest that the hon. the
Fmance Minister should not take it
that this Bill has received the support
of all sections of the House. It is out
of sense of discipline that many Mem- |
hers are agreeable to supporting this
measure If the clauses are examined
individually, you will tind that there
is wide divergence in views.

NAND: Sir, I must say that I am not
in sympathy with the amendment
because I do not appreciate what has
been stated as the reason for the
amendment I think that we have
already blamed the Government for
having diluted the Estate Duty Bill to
such an extent that we cannot blame !

them now for having made this pro-
S o S .

DRr. Surmmatr SEETA PARMA-"
|
\
[
|

1t down sull further I feel that the
51X months’ limit is more than adequate
on ethical grounds. I am not able to
understand how it can be said that
people who are so ungenerous as not
to part with their Rs. 8 lakhs out of
Rs 10 lakhs up to six months before
their death could be persuaded to patt
with 1t at the time of their death. I
have not been able to understand that
argument, nor am I able to understand
how it would be necessary for the heirs
who would be inherifing Rs. 2 lakhs
to pay duty on Rs. 8 lakhs. If you
turn to the clause on the payment of
the duty namely, clause 53, “persons
accountable, and their duties, and
labilities”, 1t 1s laid down that the
duty has to be paid jomntly aba
severally 1f necessary. It 1s obvious
that nobody would frame a law —no
legislature would frame a law—wheile
the duty on Rs. 8 lakhs will have to be
paid by a person who would be getting
only Rs. 2 lakhs as his share. It can
never be done and no legislature will
be guilty of such a piece of legislation.

Coming to the marriage gifts for
daughters, I am not one of those who
would like to prevent any girl from
getting anything more than what she
would ordinarily be getting, but I
think that mm framing a legislation,
it 1s not right to have in view any
microscoplc minoiity. How many
parents will be there who can afford
1t but who will not be able to give
their daughters in their own life-time
whatever they want to give, 1f it is
more than Rs. 5,000? And how many
parents are there in the country who,
1f they have more than one daughter,
would be able to give more 1haun
Rs. 5,000 to every one of them? Just
for safeguarding the interests of those
girls who would be getting more than
Rs. 5,000, just for safeguarding this
mucroscopic minority, I do not think
we should sacrifice the sound principles
bebind the Bill That, in my opinion,
1s very narrow-minded. Sir, you had
said this Bill has nothing to do with
the Hindu Code Bill too. I maintain
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it has. It has to do with shares in the
property. When in our society women
get the right to property along with
men on terms of equality, then this
would not be necessary. So, from that
point of view, for a short-term advan-
tage, I do not think it would be right
to do away with this clause.

With regard to the time factor for
making gifts before death, it was said
that nobody knows when he is going
to die. But many who suffer from
long illnesses know that tney are not
going to live beyond four or five
months. When this time factor is in-
troduced to guard the interests of the

. State, I do not see why people should
object to it. It has been said that
charity is for the public good. When
the State collects the tax, does it con-
sume the whole thing for its own enjoy-
ment? When the State is a Welfare
State and the Government is doing
everything for the people, why should
there be any quarrel? I said that I
am not entirely in eympathy with this
amendment, but I would have been
if it has been clearly proved that the

Mr. DEPUTY CHAIRMAN: You
need not say anything about what has
not been said.

Dr. SHRmMATI SEETA PARMA-
NAND: I would have supported the
amendment irrespective of whether
the gift was made two years in
advance or a few days earlier or
even on death-bed, if the amount
gifted did not exactly enable the
donor to evade the tax by being
subject to a particular  ‘higher
rate. I do not like to differ from my
esteemed friend on the motives, which
are good, and I would have liked to
support him; but I do feel in this parti-
cular instance not much would be
gained by changing this present clause
as it stands, because the six months’
limit T think, is really based on ethical
grounds. So I am not in favour of
this amendment.

Panprr S. S. N. TANKHA: Mr.
Deputy Chairman, Sir, I strongly sup-
port the amendment which has been so
ably moved by my revered friend hon.
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Dr. Kunzru. He has so ably put his
case that very little need be said by
me in favour of it now. I have only to
add something further in the proviso
to section 9 namely the words ‘religi-
ous also’. The effect of the inclusion of
these words will be gifts made not
only for public charitable purposes hut
also gifts made for public religious
purposes will be exempted from duty.
Dr. Kunzru has told the House that in
the American law, as it stood until
1947, the words ‘religious gifts’ existed
and I sve no reasnmn why religious gifts
alszo, which are made within the pres~
cribed time under the existing sub--
clause, or, if that clause is omitted, at-
any time whatever, should not be-
allowed.

Mr. DEPUTY CHAIRMAN: I think
the hon. Minister made it very clear
in his speech. It includes gifts for
religious purposes provided it is not a.
private thing.

Paxpir S. S. N. TANKHA: ®per-
sonally I think the Bill as it stands
will debar all those gifts whatever-
assurance the hon. Minister may give:

MRr. DEPUTY CHAIRMAN: It
comes under the definition ‘public
charitable purposes’.

PanpiT S. S. N. TANKHA: How can-
it? Under sub-clause (17) of section 2
the definition is that ‘public charitable
purpose’ includes relief of the poor,
education etc. The word ‘education’
here includes religious education also—
I concede that. If a school is opened
for imparting religious instruction, 1
admit that charity given for it will
be exempted from duty but......

Mr. DEPUTY CHAIRMAN: Any’

Panoitr S. S. N. TANKHA: The
definition provided under sub-clause
(17) of clause 2 further provides for
“And the advancement of any other
object of general public utility within
the territory of India”. It is difficult
to say whether or not the words ‘for
general public utility’ will include reli--
gious gifis, for instance, those made for
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building temples etc. The question is
whether such gifts will be said to be
.for general public utlity. My own
view 1s that they will not be termed as
being for general public utility How
.can you say for instance, that if 1
dedicate a sum of money for making
of a temple, that it will be classed as
.being for general public utility? So
whatever assurances the hon. Minis-
.ter may give, 1 submit that unless
.clause 9 is altered to include the
words ‘public religious purposes also’
.1 am afraid such gifts will certainly
.be debarred. All religious gifts.
-for whatever object they may be made,
except for education, will not fall
under the present sub-clause (17) of
-clause 2. Some of my hon. f{riends
have said that it will be a good thing
if religion is taught and Vedas are

taught. I think that objection is not
barred because according to me
it falls under the existing defi-
nitio® but other gifts made for

religious objects will certainly not be
-covered, unless the existing clause is
altered......

Mr. DEPUTY CHAIRMAN:
point had already been touched.

This

PanpiT S. S. N. TANKHA: Then
. 8Sir, in sub-clause (2) I find the words
.are:

“The provisions of sub-section (1)
shall not apply to gifts made in con-
sideration of marriage or which are
proved to the satisfaction of the Con-
iroller to have been part of the
normal expenditure of the deceased,
but not exceeding rupees five thou-
sand in the aggregate.”

My first difficulty with regard to this
sub-section is a proper understanding
of this sub-section namely as to what
are the gilts contemplated here as
being gifts made in consideration of
marriage. According to the legal
phraseology the words ‘in considera-
tion of marriage’ means only such sum
which is to be given either to the hus-
“band for entering into marriage with
the bride or gifts made to the bride-
groom’s family members in considera-
tion of the contemplated marriage but
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il cannot include any sums which may
have to be spent over the marriage of
the daughter. If the intevpretation of
this sub-clause ...,

Surr H. N. KUNZRU: That is dealt
with in clause 33

Panpir S.S.N.TANKHA: If by the
words ‘in consideration of marriage’
it is meant dowry, or such stipulated
amount as is agreed to be paid betweel
the parties for entering into that con-
tract of marriage, then I submit that
this sum of Rs. 5,000 is quite a reason~
able figure, because it should be our
endeavour not only to cut down this
amount of dowry, but to abolish the
system of dowry altogether as a social
ohligation. as far as it is practicable.
But if these words are supposed to 1n~-
clnde the entire expenses of marriage
of ‘the daughter, then I submit that
this amount is too little because in all
marriages that take place among the
middle class today, the expenses come
to nothing less than Rs. 10.000, and
they even go up to Rs. 20,000 if the
jewellery and clothes of the bride are
included. Therefure 1t seems to me
to be absurd to mention here a sum
of Rs. 5,000 only in the aggregate to
be allowed to be exempted under the
Bill because no middle class marriage
can possibly be performed within this
small amount of Rs. 5,000.

Then, as regards the amendment of
my friend Mr. Kapoor when he
suggests that the word ‘stipulation’ be
added to the word ‘charity’ in the sub-
section......

Mgr. DEPUTY CHAIRMAN: There
is no amendment.

PanpiT S. S. N. TANKHA: It is not
an amendment exactly but it is his
suggestion. About that, I would sub-
mit that I am not in agreement with
it, because the tnclusion of those words
would restrict the donation to the
stipulated charities only and we all
know that charities depend upon the
whim of the donor. It is not necessary
that he or she should agree upon giving
any sum to any particular charity
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which may be named by the Govern-
ment as he or she may like a charity
to be named after his or her daughter
or in memory of his or her father,
wife or husband or anyone else in-
" order to perpetuate their name. He
or she may like a particular charity to
be made 1 a particular way. There-
fore there is no point in restricting the
charities to stipulated charities only.

As regards the period of six rnonths,
T have already made my submission
during the first reading of the Rill and
I have submitted that the restriction
imposed is not proper as it would
restrict and hamper the giving of chari-
ties by the public

Next Sir, the Nawab of Chhattary
has raised some objection to clause 8
and he has some doubts and fears as
to which gifts vil! e termed as gifts
mortis causa ...

Mr. DEPUTY CHAIRMAN: There

is no amendment.

Paxorr S. S. N. TANKHA: He has
expressed his fears and desired to know
what these words connote.

He had some difficulty on the sub-
ject and so 1 would like to invite his
attention to the explanation which is
given under clause 8 which says:

“In this section. the expression
‘gift’ made in contemplation of
death, has the same meaning as in
section 191 of the Indian Succession
Act, 1925.”

And. Sir, section 191 gives certain cases
of gifts which will be covered under
the section as also the cases which
will not be so covered. I would like to
Invite attention to the two illustrations
given under the section, namely the
first and the last illustrations. The
first illustration is;

A being ill, and in expectation of
death, delivers to B, to be retained by
him 1n case of A’s death—

a watch,
a bank note,
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a bond granted by C to A,
a promissory note,

3062~

a bill of exchange, and
certain mortgage-deeds.
illness during which he

these articles and B is
all these artlcles.

A dies of
delivered
entitled to

Tha last illustration namely the
third under the sectlon is as follows:

A, being ill, and in expectation of
death, puts aside certain articles in
separate parcels and marks upon the
parcels respectively the names of B
and C. The parcels are not delivered
during the life of A. A dies of the
illness during which he set aside the
parcles. B and C are not entitled to
the contents ot the parcels,

This will show which cases will be
covered and which will not be covered
by section 8.

Regarding criticism of the hon.
Member—Shrimati Dr. Seeta Parma-
nand—I can only say, if I may be
permitted to say so. that she has not
properly understood human feelings

and human psychology so far and.....

Dr. Surmmati SEETA PARMA-
NAND: We are trying to change it,
or rather, raise it—human psycho-
logy.

Panpir S. S. N. TANKHA: It is
within the experience of everyone that
all the softer sentiments and feelings
that are embedded in man come to
surface when he is on his death-bed
and it is seldom a fact that his in-
stinets for giving charity comes into
play at a much earlier time before his
death. Therefore. Sir, the hon. Mem-
bers who have suggested that this
stipulation of six months’ period should
be removed from this sub-section are
perfectly justified in asking for it and
making that suggestion and I whole--
heartedly endorse 1t.

SR ONKAR NATH (Delbi):

st wiw A (faeet) © goreger
wEza, # @ AAmAi F1 91 fE g
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WIFT FEE So FAE AT AT o
TR AT g, g2y Arm iR
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¥ wfir g s wfed 2w foew
FT @ AT I WEAT BT 3F,
e o faear ST 3§ daw g
FIH T AT F T FRI;AF], FE AIT
RIS gU, FEr @wid I AN g,
FE MF T ARQA W A FEI
F7 3 F 7 97 aTagA @ )
faaq amrfes a7 (worker) =
o & IE AW e fy mwamF
FH ¥ fad a7 w7 fegma &1
6 N F1 FEFIT FI9 ¥ oF
grafas ot 7 58 gifq 7w
dz1 2 fee 9@y T § aEe
qgadt ¥ W a1 @t gy afx
TaA AT F1T §RT 3T T FT 57777
(emfed) #va % fam w18 377 Faw
FETAY, WX AT ST Y WTATTHT H7T FieAT-
feg @ | &7 fGA@T S & wde
R 77 942 fama & anifeawg wifia-
FTO ATEET /T FTET |

qF qgA 3F T qG AA wOAT

=

gAAar afgq, oA JAT oW,
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F1 AT & favg  F|d go A7
3TTAE 35 Tg 71 AIAW F w1 fomeiy
AT A7 fergerra Forger § et Ay
R @Y & frad e, FIras, seqqid
T agid g Iy T g 7w O
T WE | FFIIY AETA, T FrfaT
qifgar s oF AT E I IT
A Faay F IAR W SwrEE A
ot o A faea o1 5 aeT F 3
AR AT T3 A FAT T3 WY
W ITANAATFTE ? AT FE A1
TRFT AYWIHT GUAT ¥ AT FE AfHF
& uftrs 319 707 F7 A FY 95T FEAT
& W FT FW T AT Fvar g fF
S gIAfq ST grTr,  IFEFT T
TEY ZATT | AT WHT W owAT

T A A9AY &+ W FRAT 3
fF ag am¥ w7 waw  faepd
AT AR 2 afEm g i A 20
aEg MA KA TFAGE fFoaia
WEHT T G & a1 3§ T FH
F AT FAT F | FIA T FIT ATIAT
A% 39 AAF TIAT T AT E | AH AR
fF g AT 339 oF Fifas
fafaTa < =% &, = 7z fF 97 wifasr
F AT ST T FAT I7F ATAF ZAT AT
for sz FTHTE wAY AT Ay mraAy vy v
9 g a1 98 9+ 7o ¥ fod am wve
TET AT I M ITALZ F IFF aral
AT geAy Ay faAmav o d maw 18
a1 g i f=efy 9 %2 =37, Tifaw
FTAF Ay AW E | gFaEE
A T gy farmem o0 g w0
#1 a9 frar fsmg gra oF grf &
o T & W TF FETAH g7 A1AT2 )
7T fge Wi oF gsew A AT A
fas s-¢fza qf 3 Traaqd A 4o
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geqara wife & o a9 & 7o
EeEisEcEaudhuiEstedEic]
d wioewt FaFArg | w A feafg R A
T 1 HIT ARG TR 77T &, FH A qoemar
g 5 afz maevz A (charity)
97 2o AfY, AT SHA A HT AST AFATA
AT I gR A g fraas® vo wradr
faar 9¢ fa mawt & 1 co wmd) & fAa
TEF U T A AET 2 | FEIAT HIT
fererr qeara wfvTer 19 grer g wd
2, FTF G T I IE F17 1T 787
g1 FAT |

TAF  AFW FT  HAAT IENET T
XA F FA1 & o o7 oFAT F9AT ar
 ZAT &Y & aX 79 faa 1 wfrry o
T R wifaE WA aEr o
AT AATE | TG A1 63 T F Ava<
¥z AT a9l § A1 2, g FEr oA
oY feafr ad 2, Fp e SRR awER
2, a1 5ier fret a g A maAITaT <
IS ET 19 Fzarg BF A wraRE A
A FAT T @ew F7, qIfF FT qUa”
o= T #3999 79 S A9
FATIR AT, 799 AQ T ¥ faq
w17, f#r & 2@ fam &1 0d Fr STe@ @
TEN W gHT § @t (equa-
liry) 2 g @ feesa fam s s
T | F4 AT 1T FT TIAT F 1 Fras
AT TG, qgUF THAAET Fruwmdy
(( reactionary) §AIT & A
2 ST T AT g9 § qA

AEAT AR FIT ZAT TATZ W1 | T

O T 1T | AT GHIR I FT gAY
ST 7 fw 7R ggar g7 frdy TR

I AT HF1 AR T F FATT Ao Ay

¥ AT TELEET G, TF aﬁ“r_mr(
AR 7F ATF FO—fq@ ¥ oF FTHT
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¢ foo fagwwga g fa sone o= wvam
IFE AT AE Fex 5 g @ Adr oA
F1ga I ATH HT F FAEET S
N aET @ AT Q@I AT FX AT
g Ad 7 ﬁ%mmqmqgaﬁﬁ
ST % F19 G FIfAsT S T2 a1
g fr foma #rd famly 77 FolIT A @,
F15 frfr 7 fFogaie 7w, A 8
far TR F A @ OHR AT @
I SR § gHHaT 93720, 7@ 5 53
frer #1 fao #Y 9@ F7 F1% gIF
AEY TET EAIT, S qF UHT  SqIEAT
T8 g AT aF W19 gE Foforw wfoT
fr FEdm N fagn @ @
qfaar a1 Mg Ag AA AW &
IF AT IS A 19 awar F faew
femt g1 otar i gt agr w1F TEGR
g1

Tq  WFHT KT AW FT AFA FIAT
£, 9a I9FT gF wEd {19 FAr & ar
IEHT AT WEAT Iosad g1 AR |
geamA Bl ar feg s ag wRa &
AIGH 73 F q1€ 797 gF7 1 |iAd
A AT @A T F A T T
#i &8 fafy ffema a8 gt 17w
FT AT FF eror A FT A FT AT
gIE %A, IF gHeAT AT gATE gl
W §gd ¥ HITEA IO
oy WY Fq E W &% A AP
7 qifeT @A § ST Do o
F A0F | T FH AW ¥V AT F2AT

fr ¢ AR TEE A1E WAy s

Ffaa zm #1 faoa #3798 g0
¢ = b weg ¥ fad wrf arda fafea
AFTHT T gFAI, SAFT FE < HE
gz & g9 w0 W Aifzw Ad
faetar 1 71, wizAa fafaeex @ge
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[Shri Onkar Nath.]

A ) 3z fewm wwr fan ol
oY 78 AT g At et | mfuwier A
Wﬁﬁﬂmﬂﬁﬁ'@mﬁqﬁaqw
T OF L F AgEr gl
fpra amr =wwAr § & samgmEx
TA g F WY Wiy mEd  fEn
™ Z AR faE adr @ qeng
T+ g€ ¥ A g AT e AR A1
THTT TIF A7 U7 7190} & A4 o9
ga am FadE A el § e W
SATIT 7 SR A FAT qifgg, wR
FT FeFY qf 7 & forg wrwrd Faeivat
WE & HTEAL T 98 HT qEAAT
N1 F37 F 7 1A o anfiey #7998,
qr fev =97 wEAr F7 ew faer grew
g fvrEe Y ey 2, o | BT
ST F T AT HT GO5T &9 f2q7 97
wr? & foas o s Srargw a8y
g SEET TW 7 T g fewen 29
T WAATFT 2UIT AFGT T WA
AR ATF FYI, FAMAE qroige AT
§ Rearfedt #Y Az g AT
v #7 wifgr Fw @ OF oz
sfva zm 7 wifax mamAar o
wHALE | ST A wfd
femrfear s 7 feft o1 F soefas wifeq
mEATT AT AFN 2 | (79 a7 & v
S 79 AA N A ITFAER A I H
fRa w211 & fram g Ao F9% I
HIT F7 Qo UTHS & 91T ¥ TvHT F7
fear av si= 21 E A g Y 0
frar gt wer fadar &z o 2 ey 2
TH1 &1 39 A9 W g a8 1wy
5 99g v At 7z o FA7S FAT
F w4 ¥ wRaF it uw feer
T 4T

[ COUNCIL ]

|

Ball, 1953 3068.

zAfad  FAIY TR WA 999 F 19 I
AY Za7 AT F0AT 2 | GEATT E AE
3T qHTH WTEATHT 7 fady FIF7 8 ;Y
HETHT MY qEY WA T EA qAATHA
T | g ST 3 WA Ay wafy v af §
ag At W F fars AR averrE faw -
fa Frd fargr W@1g)1 gwafag 7 am
F wag iAW g, 0w, fE S ow
w fam & & s w1 9T
HIAT g a1 IEEF FO®A  F HAEL
xH A @ far Wy g fowd weas
qg WAt BT g fF s, S wag
3Ig% T AT |GLTH T & wIF
g fars g § gl UF & w99
A% FAE ) TRl F ATAH I
HEEA FT AWAA FIAT

[For English translation, see Ap-—
pendix V, Annexure No. 109.]

Mgr. DEPUTY CHAIRMAN: The
Finance Minister.

Suri RAJAGOPAIL NAIDU: Iwant
to say a few words, Sir.

Mr. DEPUTY CHAIRMAN. [ have
called upon the Minister.

Suri RAJAGOPAL NAIDU: I amu

sorry, Sir, I have been getting up a
number of times.

Mgr. DEPUTY CHAIRMAN: Well.it
has been discussed sufficiently long

Surr M. C. SHAII: DMr. Deputy
Chairman. there uare two or three
points urged by the hon. Members

First, Mr. Reddy wants the provision
to be made rather stricter. He wants
to exclude these gifts to the relatives.
I am afraid we will be going too far
if we accept that. It may be that
there are occasicns when attempts are
made to evade tax but, we have
tried to provide against it as far asis
possible; we have provided that not
only the possession is to be handed
over but enjoyment also is to be:
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handed over to the entire exclusion
of the donor and, in the conditions as
explained by the Finance Minister in
his reply, it becomes rather very
difficult to have a bogus gift or bogus
trust or a bogus settlement made.
Still, if we find from experience that
there are people who try to do that
we will see that those are removed,
if necessary by an amendment later
on but, just now, in the United
Kingdom Act also which we have
followed in so many sections, those
words do not appear and, therefore,
it will not be possible for the Gov-
ernment to accept the amendment
restricting the benefits that are given
in clause 9.

Now, Sir, I would take up the point
of Mr. Naidu. He is afraid because of
the word “religious” not being there
and he feels that for religious purposes
donations cannot be given. It has been
made clear by the Finance Minister
that if those activities are of public
nature then there is no difficulty about
it. There are so many rulings but I
will read only one where it has been
said that the charity, in the legal
sense, comprises four principal divi-
sions: trusts for removing poverty;
trusts for the advancement of educa-
tion; trusts for the advancement of
religion and trusts for other purposes
beneficial to the community not fall-
ing under any of the preceding heads.

Sur1 J. R. KAPOOR: Where is that
from?

Surr M. C. SHAH: It is an English
case; those are the principles that
have heen followed by our High Courts.
So, I submit, Sir, that the amendment
that has been moved by my hon.
friend, Mr. Inait Ullah, has no rele-
vance to the subject. The word is
already included and, therefore, that
should not be accepted. It was also
made clear when the amendment was
moved to clause 2, definition of public
charitable purposes. So, I am sure that
my hon. friend will be satisfied with
this assurance and that he will not
press his amendment.

8 CSD
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Surr J. R. KAPOOR: The hon. the
Deputy Finance Minister is making a
very big commitment which is against
the phraseology used in our Constitu-
tion. May I, Sir, just draw his atten-
tion to article 26 of the Constitution
in the Fundamental Rights chapter.

Surr M. C. SHAH: I know, but it is
not necessary.

Surt J. R. KAPOOR: Article 26
specifies that religious and charitable
purposes are entirely two different
things. We have, in this article,
“subject to public order, morality and
health, every religious denomination
or any section thereof”—a section also
is included—‘“shall have the right—

(a) to establish and maintain in-
stitutions for religious and chari-
table purposes; * * H

So, obviously, according to our
Constitution, ‘charitable purpose’ does
not include ‘religious purpose’; these
two are entirely difterent things. The
hon. the Deputy Finance Minister is
making a very big commitment which
will not be horne out by the interpre-
tation in law courts.

Surr M. C. SHAH: Gifts made to
those religious institutions which are
meant for the public will come under
the public charitable purposes defined
earlier; there is no doubt about it.

Kuwasa INAIT ULLAH: Public or
special secti%n?

Surr M. C. SHAH: As the Finance
Minister has explained, the general
public of the Hindu community, the
general public of the Muslim commu-

nity, etc., these will certainly come
within its purview.
Knwasa INAIT ULLAH- If these

will come, then that is all right.

Surr B. B. SHARMA: Sir, is it the
position that assurances of the Fin-
ance Minisler which are not incorpo-
rated in the law will be accepted by
the courts?

Suri M. C. SHAH: I have just read
from the ruling.



3071 Estate Duty

SHRI B. B. SHARMA : But that ruling
is not of a High Court of this country.

SHr1 M. C. SHAH: That ruling has
been followed by our High Courts.

KrwaJsa INAIT ULLAH: Were these
rulings given before our new Consti-
tution was enacted or afterwards?

(Interruptions.)

Mr. DEPUTY CHAIRMAN: Order,
order. Let him proceed.

KHawasa INAIT ULLAH: This is a
matter to be satisfied about. Sir. Were
these rulings given before the Con-
stitution was framed or afterwards,
because in our Constitution we have
defined charitable purposes and reli-
gious purposes separately. If these
rulings were given before that, then
our Constitution differs from the
rulings but if it is after the
Constitution was framed, I am satis-
fied that charitable purposes can come
under this clause. That is what I
want to know. As the hon. Minister
says that it will, I am satisfied. I
wish to bring it within the purview of
this clause but my hon. friend just
now asked whether the meaning jusi
now explained by the hon. Minister
in the House will be accepted by our
courts or not. If these are not accept-
ed then I would request the hon.
Minister to make this point clear in
the law itself so that there may not be
trouble in the future and so that our
courts may not understamd the mean-
ing of this clause different from the
meaning which 1s being explained
here by the hon. Minister.

Surr M. C. SHAH: Let us not anti-
cipate the rulings of our couris. Even
after the Bill is passed if there is any
difficulty there is time enough to look
into the matter. Just now the mater-
ial bhefore us justities us fo interpret it
in the way in which we are interpret-
ing it.

The amendment of my hon. friend
Dr. Kunzru suggests that there should
be no time limit for public charitable
purposes and many of the other Mem-
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bers who followed him have also
suggested that the fixing of a time
limit will be driving out public chari-
ties and therefore it is not in the
interests of public charities to have
this time limit of six months inserted
in the clause. As I said, at the same
time it has been suggested that there
should be no time limit.

I may just draw the attention of the
hon. Member that in 1946 when this
Bill was drafted, the time limit for
public charitable purposes was one
year. Later on that time limit has been
reduced to six months. In the UK. the
time limit is even to-day one year.
But considering all the aspects
we considered that six months’ time
limit would be Aquite sufficient here.
The Select Committee also accepted
six months as the time limit. I do
not accept the argument that by
adopting this six months’ time limit
public charities will be drying up.

Suri H. N. KUNZRU: Please do
not put in my mouth a statement
that I did not make. 1 did not say
that the sources of all charity would
dry up if this provision in the Bill
were retained. What I said was that
it was desirable for the Government
to encourage charities for public
purposes, particularly, for educational
purposes as it was very difficult these
days to pursuade private donors to
give money for such purposes.

Surt M. C. SHAH: I am sorry if I
have misunderstood my hon. friend
but the trend of opinion of some of
the speakers who spoke was that by
introducing this clause vprivate cha-
rities would be drying up almost. On
the contrary how is it better to allow
people to wait to make their charities
till they die? It may be that they
have died before making the chari-
ties they thought of doing. This time
limit will accelerate the pace of cha-
rities. People will know that there is
a provision that if charities are given
within six months before death then
there is the possibility of the estate
duty being paid by his successors and
therefore those whc want to make
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.charities will rather like to have their
desires fulfilled earlier. It may be
that there may be a case here or there
where after making a certain donation
to a certain charitable institution the
donor may die. The illustration quo-
ted by my hon. friend Mr. Kishen
+Chand of a man having properties
worth Rs. ten lakhs giving away Rs.
eight lakhs within six months before
his death and the remaining Rs. two
lakhs being liable to be paid as estate
.duty, I think, is a very very extreme
.case. 1 have some experience at least
for more than 33 years in the public
affairs. 1 have seen so many people
giving big sums as donations. As a
matter of fact I have seen that those
persons who donated big sums to big
institutions did donate long before
their death and they always liked to
see the fruits of their donations during
their lifetime. I feel that it may be
possible that there might be a case
here or there where donations
-made and the donor immediately
died. There can hardly be a case as
-the one cited by Mr. Kishen Chand
-where an entire property or nearly
4/5ths of the property were donated
and the man immediately died. If a
-good sum is donated naturally that
aman must be worth much more and
his successors should not mind paying
that additional sum to the Govern-
‘ment which sum will go for the wel-
fare of nearly thirty-six crores of
people in India. Some Members have
-urged that for social welfare all these
donations should be encouraged. 1
, rconcede their point that we should
.encourage such donations but by
putting a limit of six months, I do not
think, there is going to be any retard-
ing action on the part of the Gov-
«ernment. As a matter of fact Gov-
ernment have already provided four
.erores of rupees for social welfare in
‘the Plan. That amount has been
provided not by the States but by the
‘Central Government. I{ cannot be the
intention of the Central Government

to just retard the charitable motives
or charitable actions of individuals.
We should see that there is no

-evasion of estate duty. As was said

were |
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by the Finance Minister in his reply,
even at the time when a dying man’s
hands may be shaking, when he may
not be in a rather fit condition to
know what he is doing, the people
around him will get all these gifts
presumably for charitable purposes
but they may be bogus ones. As a
matter of fact nothing unusual is put
in this clause. As a matter of fact
we have rather brought it down to
six months though originally it was
one year and I think that that is good
enough.

Surr R. U. AGNIBHOJ (Madhya

Pradesh): Is the hon. Minis-
ter aware of the fact that
generally in the whole country

and in the world over people give
charity just at the last moment when
they are about to die and not within
six months or one year or five years
before their death?

Surr M. C. SHAH: My experience
from Gujerat is not of that type. I
know that at death-bed people can
give a Rs. 100 to the Pinjrapole, a
Rs. 200 to the Goshala or a Rs. 300 to
the Anathalaya. Whenever big dona-
tions have been given my experience
has all through been that those dona-
tions are given during the lifetime of
the donors concerned. They make the
donations when they are prosperous
and when they have acquired so much
property. They want to give big dona-
tions to big institutions and they
want to see the fruits of those dona-
tions if possible during their lifetime
itself. They want to see how the
institutions prosper. They go on giving
donations that way.

SHrt GOVINDA REDDY (Mysore):
In Gujerat it is different. It is the
case there that the more they give for
charitable purposes the more they will
get.

Surr M. C. SHAH: Hon. Members
of the House must remember that this
is a Bill in which we have 1to see
whether the crdinary middle-class
people are affected. As a matter of
fact the middle-class families will not
be in a position to give much towards
charity. For them also we have al-
ready provided, namely Rs. 2,500, and
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[Shri M. C. Shah.]

ifn such cases we have not put down
any limit of time. At death-bed a man
can give up to Rs. 2,500 for any good
charitable institution or charitable
objects and if those who possess huge
fortunes prefer to give gifts to chari-
table instituticns at death-bed, by this
Bill that is also not prevented. The
only thing that this Bill places on the
statute is that on those big charities
some estate duty will have to be paid
to the Central Government which will
use all these sums collected in giving
to the States concerned, who will in
turn spend all those for the benefil of
the community at large. I think these
people should not grudge to pay the
small sums of estate duty, They can
choose to give for charitable purposes
at death-bed at any time and let their
successors who get the huge fortunes
pay a small slice out of that fortune
that they may inherit to the Govern-
ment of India. I think that would be
quite proper in the circumstances.
(Interruptions.)

Mr. DEPUTY CHAIRMAN: Order,
order.

Surr R. U. AGNIBHOJ: When Hari
Singh Gour made a gifi of two crores
of rupees there was no question of six
months or one year or five years.

SHRI M. C. SHAH: When did he
die?

DR. SEHR1MATI SEETA PARMANAND :
Maybe two or three years after the
gift.

Surt M. C. SHAH:
months?
argument.

Is it within six
Rather, that strengthens my
(Interruptions.)

MRr. DEPUTY CHAIRMAN:
order.

Surt M. C. SHAH: I say that those
people who have got huge fortunes
would always prefer to give donations
during their lifetime, that is, when
they do not expect to die, and they
would like tc see the fruits of their
donations during their lifetime. They
would rather like to take an interest
in those institutions and they will
just give further donations in order to

Order,
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strengthen those institutions. They
are all protected by this. I say th-

instead of being sentimental we should
be realistic and we should see
whether by this section we are just
retarding the progress of charities.
I feel that rather the pace of charities
will be accelerated. People who are
charity-minded cannot he charity-
minded just on the death-bed. If they
are really charity-minded, they will
immediately begin to give donations-
instead of paying estate duty to the
Government and they are all welcome
to do so.

Dr. RADHA KUMUD MOOKERJI
(Nominated): Is it possible to govern
this world from the other world?
(Interruptions.)

Mgr. DEPUTY CHAIRMAN: Order,
order.

Surr M. C. SHAH:
looking to all the
the advantages and disadvantages.
that this is a moderate time limit—
these six months—and I am sorry I
cannot accept the amendment of my
hon. friend Dr. Kunzru.

So, Sir, I feel,.
circumstances, to

Now, there is another part of Dr.
Kunzru’s amendment and that is with
regard to the gifts made in considera-
tion of marriages. There too if my
hon. friend would just look at the
original Bill as it was introduced in
the House of the People, he would see
that this sub-clause was not there. As
a matter of fact, after the Select
Committee reported to the House, we
looked into the matter and we thought
that there might be some hardship in
the case of gifts in consideration of
marriage during the course of these
two years. Therefore we thought it
better to make this provision. And
then consider what a middle-class
family can do. Can a middle-class
family afford {o pay more than Rs.
5,000 in consideration of marriage?
We have to consider that aspect while
considering this question. We consi-
dered that Rs. 5,000 was quite reason-
able. As a matter of fact, a person
with a property of one lakh or so will
not be in a position to give away Rs.
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25,000 to his daughter as a gift at the
time of marriage. If he wants to give
he can give before two years. He can
give away whatever has been provid-
ed for. We are also not accepting
the suggestion of my friend that we
should make this clause strict in
favour of relatives. Therefore this
sum of BRs. 5,000 is quite reasonable
for a middle-class family. And then
we have provided so many concessions
in clause 33. We have made exemp-
tions up to Rs. 5,000 for each marriage
after the death of the deceased. 1If
you take into account all these conces-
sions, it will come to more than Rs.
19,000 or so. In view of all this, I do
not think that it will be fair for the
Governmeiit t6 accept any of the al-
terations in the concessions already
granted. Therefore I am afraid that
it is not possible for the Government
{0 accept that amendment of my hon.
friend Dr. Kunzru.

1 pM.

Then there was a question raised by
Mr. Kapoor. Suppose a sum is given
to the Hindu University and if a per-
son who donated it dies, what will
happen? Will the Hindu University
have to pay or the estate of the de-
.ceased? As a matter of fact, the
responsibility......

Surr J. R. KAPOOR:
aoubt on that matter.

SHR1 M. C. SHAH: But you just
said that the liability is joint and
several. As a matter of fact, in prac-
tice we always go to the successors
who have inherited, but if we fail to
get from them, then certainly we will
have to go to the University and that
400 within six months. Whenever a
gift is made and if an institution gets
that gift, in case the donor dies within
six months and if the estate of the
«Jonor is not sufficient to pay the

I have no

Surt J. R. KAPOOR: Then you will
pick and choose between the various
persons liable?

Surt M. C. SHAH: No, no, Sir.
“Ordinarily always in administrative
Jpractice it is the estate of the deceased
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thdt has to pay the estate duty but

Sarr J. R. KAPOOR: And the
amount given in charity is also pro-
perty passing on death?

Surr M. C. SHAH: Certainly, if it
is within six months. There is no
doubt about it. It is very clear. Ifit
is within six months, then it forms
part of the estate and on that part of
the estate also duty is leviable. But
after all it will be a small {fraction.
Why should a man having so much
property grudge to pay such a frac-
tion to the Central Government, I do
not understand. How can he refuse
t0 pay in the name of the masses for
whose benefit this money will go?
Why should he grudge that much,
if he is in a position to pay, when he
has actually succeeded tc the estate?

SHr1 J. R. KAPOOR: I am afraid,
Sir, my point has not been caught by
the hon. the Deputy Minister. 1 do
not grudge paying estate duty to the
Government but I do grudge a chari-
table institution being deprived of a
part of the property which has been
given to it in donation. It is that
which I grudge.

Surr M. C. SHAH: 1 see the point.
Why could not the money coming to
the University safely remain in its
hands? Why should it be taxed to
the extent of the duty leviable on that
part of the property which the donor
gave to the University? In connection
with the time limit I have already
tried to explain that we cannot accept
the position. I say if there is a small
slice to be given out of that, what is
the harm, I do not understand. After
all the money is not going to the
personal gain of anybody. It is going
to the Central Government for the
benefit of nearly 36 crores of people.
And how many such cases will be
there, that has to be seen.

So, Sir, those are the two main amend-
ments proposed—one with regard to
the time limit of six months and the
other with regard to gifts made in
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consideration of marriage. Mr. Kishen
Chand’s amendment also comes to the
same thing. I submit, Sir, that these
amendments be not accépted by the
House and the clause as moved by the
Government be accepted.

Mgr. DEPUTY CHAIRMAN: Do
you press your amendment?

Surr H. N. KUNZRU:

Mgr. DEPUTY CHAIRMAN:
question is:

Yes, Sir.
The

“That at page 5, lines 24 and 25

be deleted.”

The motion was negatived.

Suri J. S. BISHT: Sir, I would like
to withdraw amendment No. 4.

The amendment was, by leave,

withdrawn.

Mgr. KISHEN CHAND: Sir, I desire
to withdraw my amendment No. 5.

The amendment was, by leave,

withdrawn.

Mr. DEPUTY CHAIRMAN: Dr.
tunzru, do you press the amendment?

Sari H. N. KUNZRU: Yes, Sir.

Mr. DEPUTY CHAIRMAN: The

question is:

“That at page 5, for lines 26 to
99, the following be substituted,
namely:—

“2) t.he provisions of sub-section
(1) shall not apply to—

(a) gifts made for public chari-
table purposes;

(b) gifts made in consideration
of marriage; and

(c) gifts which are proved to
the satisfaction of the Controller
to have been part of the mormal
expenditure of the deceased, but
not exceeding five thousand ru-
pees in the aggregate.”

The motion was negatived.

[ COUNCIL 1}

Bill, 1953
Kuwasa INAIT ULLAH: Sir, ...

MRr. DEPUTY CHAIRMAN: No
speech at this stage, Mr. Inait Ullah.
You will have to say whether you
press the amendment or withdraw it.

Kuwaia INAIT ULLAH: I willnot
say more than one sentence. Though
the words of my amendment are not
accepted, I am thankful that the sense
of my amendment is accepted. Now,
let us see and pray to God that the
officials accept the meanings and ex-
planations to this clause which are
given by our hon. Minister. So I do
not propose to press the amendment.

The amendment was, by leave,
withdrawn.
Mgr. DEPUTY CHAIRMAN: The

question is:

“That clause 9 stand part of the
Bill.”

The motion was adopted.

Clause 9 was added to the Bill.

MRr. DEPUTY CHAIRMAN: Clause
10. There is one amendment by Mr.
Nausher Ali. He is not here.

Clause 10 was added to the Bill.
Clause 11 was added to the Bill

MR. DEPUTY CHAIRMAN: C(Clause
12, There are three amendments to
the clause. Mr. Nausher Ali is not
here.

Clause 12 was added to the Bill.

Clauses 13 to 20 were added to the
Bill.

MRr. DEPUTY CHAIRMAN: Clause
21. There are two amendments 7
and 8. Mr. Maheswar Prasad Narain
Sinha. He is not here. No. 7 is dis-
allowed. Amendment No. 8.

Smrt S. N. MAZUMDAR: Sir, I
move:

“That at page 15, after line 3, the
following be added, namely:—

‘Provided that the assets situat-
ed or located in India of the
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company or the corporation in-
corporated outside India shall for
the purposes of the Act and this
section be taken as situated or
located in India, namely, within
the territories’.”

Sir, the amendment which I have
tabled is a very important one, as I
have indicated in my speech on the
first reading of the Bill. There, I have
already mentioned the importance of
this very thing that it should be the
purpose of this measure to see that
foreign concerns who have their busi-
ness here have no loopholes left for
evading payment of the duty. It is
true that the hon. the TFinance Min-
ister will reply that he does not intend
to exempt them. If that is his inten-
tion, there is no reason why he should
not accept my amendment which
only makes it ciear and definite that
no loopholes are left for foreign con-
cerns for avoiding payment of the
tax. It is practically very innocent,
those who have their concerns here
they should pay this. That is whyin
this amendment I have mentioned
that the “assets situated or located in
India of the company or the corpora-
tion incorporated outside India shall
for the purposes of the Act and {this
section be taken as situated or located
in India, namely, within the territo-
ries.” Some may argue that as a
result of such restiictions foreign
capital which is working in India may
fly away from it and thereby produce
some disastrous resulls. But, without
going to other coniroversies, I may
assure those persons {hat there is no
such possibility. This bogey of going
away of foreign capital has been
raised only recently when the work-
ers in West Bengal under the leader-
ship of the different Trade Unions are
demanding bonus, the Chief Minister
of West Bengal has come out with this
bogey that the foreign capital will go
away from India. I think, Sir, that
firstly it is a kind of bogey which has

no foundation in reality. Secondly.
it will not be irrelevant to mention
certain other factors which  would

assure those friends of mine who are
apprehensive about this. Today, in

I
|
I
|
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the Middle East, In Africa and in
South-East Asia, a conflict is goingon
between British and American Impe-
rialism in order to dominate and re-
capture them as a market, as a source
of raw materials, or a field of invest-
ment. I shall ask the hon. the Fin-~
ance Minister to think as a person
who wants to tackle with reality; it
is his duty to take note of this fact.
There is a conflict going on. They are
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not going to leave the field clear for
being dominated by their rival. Tak-
ing all this into consideration some

measure can be iaken to see that these
foreign concerns who work here do
not evade the payment of this duty
or taxes. Not only that. It should be
seen to thal they are made to contri-
nule to the development of the econo-
my of our country.

Sir, I wish to mention about another
aspect—these managing agencies.
You know. that ahout these manag-
ing agencies many comments, many
criticisms have been ventilated in the
Press, on the platform and in the
other House and in this House also.
There are many foreign managing
agencies who have controlling inter-
ests in various concerns like jute,
engineering, shipping, ete. I am not
going to detail out a list of them. I
made one point during my speech on
the first reading. It must be the duty
of the Finance Minister and the Gov-
ernment to see that they cannot avoid
the payment of this duty. As I have
said before, there is no clear statisti-
cal information as regards the amount

of their assets, that is a very big
loophole which should be carefully
examined. These managing agents

may argue that they have no proper-
ties in some of these concerns. Actu-
ally what are their assets? We have
no precise idea, but that is the reason
why we should try to make the provi-
sion fool-proof; there should be left no
loophole for avoiding payment of this
duty. That is why I have tabled this
amendment worded as it is. And, I
think the hon. the Finance Minister
should find no eobjection to accept my
amendment when he is gning to assure
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them any loophole for the
of this duty.

avoidance

Suri M. C. SHAlI: Ordinarily, the
situation or location of a company or
corporation is considered from the
point of view of where the company is
registered. If you just accept this
amendment the administrative diffi-
culty will be very great. As a matter
of fact, we are providing in section
84(1) that the estate duty will be pay-
able on certain shares if their value
exceeds Rs. 5,000, at the rate of 7% per
cent. That is to be taken from the
company itself. If this amendment is
accepted, it will become very difficult
to collect the estate duty from the
foreigner. Supposing a shareholder
belongs to Canada, and he has a share
here, it will be difficult to collect the
duty from him. In clause 84(1), we
have provided for the collection of the
duty from the company itself and if
we accept this provision it will be-
come administratively very difficult to
work it out. I am sorry I cannot
therefore accept the amendment.

Mr. DEPUTY CHAIRMAN: The

question is:

“That at page 15, after line 3 the
following be added, namely:—

‘Provided that the assets situat-
ed or located in India of the
company or the corporation in-
corporated outside India shall for
the purposes of the Act and this
section be taken as situated or
located in India. namely, within
the territories.”

The motion was negatived.

Mgr. DEPUTY CHAIRMAN:
question is:

The

“That clause 21 stand part of the
Bill.”
The motion was adopted.

Clause 21 was added to the Bill.

SECRETARY: Sir, I have to report
to the Council that I have received a
petition in respect of the Estate Duty
Bill. 1953, as passed by the House of
the People,

Mgr. DEPUTY CHAIRMAN:
be referred to the
mittes.

It wil
Petitions Com-

The Council then adjourn-
ed till four of the clock.

The Council re-assembled at four
of the clock, Mr. DepuTy CHAIRMAN
in the Chair.

Mgr. DEPUTY CHAIRMAN: Clauses
22 and 22A. Syed Nausher Ali is
absent. On clauses 23 to 26 there are
no amendments. On clause 27 there
is one amendment by Syed Nausher
Ali. But he is absent. ,

Clauses 22 to 30 were added to the
Bill.

Mgr. DEPUTY CHAIRMAN: Now
we take up clause 31. There are eight
amendments.

Surr H. N. KUNZRU: Sir, I beg to
move:

“That at page 19, for clause 31,
the following clause be substituted,
namely:—

‘31. Exemption in case of quick
succession to property.—Where the
Board is satisfied that the estate
duty has become payable on any
property passing upon the deatb
of any person, and that subse-
quently within five years estate
duty has again become payable on
the same property or any part
thereof passing on the death of
the person to whom the property
passed on the first death, no
estate duty shall be payable on
the second death in respect of the
property so passed.

Explanation.—For the purposes
of this section, deaths occurring



