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GOYERNMENT OF INDIAa,

.., LEGIBLATIVE- DEPARTMENT.

.

PROCEEDINGS OF 'THE INDIAN LEGISLATIVE COUNOIL ASSEMBLED UNDER
THE PROVISIONS Of THE GOVERNMENT OF INDIA ACT, 1815,

-

' (5 & 6 Goo. V, Oh, 61.)

The Council met at the Council Chamber, Imperial Seoretariat, Delbi, on
Thursday, the 14th March, 1818, ‘

PrEsENT :

His Excellenoy BARON OBRLMSFORD, P.0, G.M8.I, GM.ILE, 6,0.M.G., Vioeroy

and Governor Qeneral, presiding, and 59 Members, of whom b2 were
Additional Members.

QUESTIONS AND ANSWERS.

-::"I'he Hon'ble Mr. Srinivasa Sastri asked : —

1, “(a) lsit & fact that the entire Tndian trade in raw goat and shesp Tnetrase
skins has been caplured by the Ame:ican tanners and maunufacturers, consequent shesp siiue

cn the Indian Government's embargo on tanned skins ?

(b) H:s the tanning of goat and sheep skins in indian tanneries heen
prohibited with the object of inoreasing the production of tanned hides in those
tapneries for War Office requiremonts ?”

The Hon’ble Sir George Barnes replied :—

“ (a) The answer to tho firet part of the question is in the negative.

'{he export trade in Iudian yaw skins to the United Btates of America hus
beon au important trade for many year=. During the five years ;.om -1809-10 .
to 1918-14 the average anuual export was 548,269 cwis,, of which the Unitad )
Statos took 423,123 owts. )

From January to Docomber 1917, the voar in which the prohibitiou of
tanning of skins in Madras and Bombay wus enforced, ovports from India of
raw skius totalled 460,711 owts,, of which tho United States took 870,942 cwts.

(47 )
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(%) 'fhe answer to the second part of the question is in the afirmatives
excopt that the prohibition in question extends to the Madras and Bombay
Presidencies only. The objeot of the prohibition is also to conserve for hide
t-x_mners the whole of the resources of suitablo tanning bark, which are insuffi-
cient for the produotion of the full number of tanneg hides required by the
War Office."”

The Hon’ble Mr. Srinivasa Sastri asked :—

Gorarnment &, ““(a) Have the Government of India perdsed the following passage taken
faleather.” from an artiole, headed ‘ Government Profiteering’ in the issue of Shoe

and Leather Record, dated 8rd August, 1017, page 18: —

‘In the Memorandum on War Office contracts reviewed in the
Rec_ord‘of July. 6ib, 1917, it was officially stated that Kast
India kips which cost the Department 1s. 4}d. per 1b. were sorted,
tho best taken for Army work and the rejection sold at 3s. 8d.
perlb. We asked at the time whether this was profiteering,
and we repeat tho question. The truth which stands plainly
revealed is that tho demand for leather is so strong that there is
an enormous margin hetween the cost of production, when
properly controlled, and the price which the public can be made
to pay. This is a faot upon which no public department should
be permitted to trade.’ E

() Isit a fact that the wargin between the cost price to the Indian
Munitions Board in India and the War Office auotion price in London™ of
Indian tanned hides has inoreased sinoce July last by more than 50 per cent.? ”

The Hon'ble 8ir George Barnes replied :—

“(a) The Government of India have seen the article referred to in the first
part of this question. ‘

(b) With regard to the second part of the question, the Government of
India have no detailed information as to the disposal in England of such tanned
hides from India as have been found unsuitable for Army work. They
understand, however, that the greater part of the non-Army seleotion hides are
being utilized in tho manufacture of standard boots in England, which are a
war-fime necessity, and that these hides ha.o not for some time past been
offered for sale by publio auction.”

The Hon'ble Mr. Srinivasa Sastri asked :—

Purabase of 3. “(a) Does the purchase of tanned hides by the Indian-Munitions Board
g(&h;,gﬁ{: go beyond the requirements of the War Office for Ariny purposes ?

(%) U so, do Government propose to consider the desirability of ordering
that all such excess purchascs should he stopped ?

The Hon'ble Sir George Barnes replied :—

- “(a) Tn reply to the first part of this question, the War Office requirements
of tanned hides have not yet been rcached, in spito of the phenoinenal inorease
in tapning of hides in Indian tanneries,. The Munitions Foard is purohasing
all selections and weights of taoned hidesin Madras and Bombay, since the
complete control of the cutturn of the tanneries i3 essential {o cnsure the
maximum production of leather suitable for Army purposes. Prioes are so
adjusted as to make it mora advantageous for tapners to tan hides suitable for
Army work than inferior selections.

(b) Government do not propose to discontinue purchasing non-Army selec-
tions, as the result of this would inevitably be a falling off in the quaniity of
laather suitable for Axmy work.”
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The Hon'ble My, Srinivass Sastri asked :—

4. “Isit a fact that tanners of hides have been hard hit by the ruinously sime®r* of
low prices offered to them and h¥ means of the rigid assortments of their produo-
tion for purposes of valuation ? ™

The Hon'ble Sir George Barnes repliod :—

“ The answer is in the negative, Government's inquiries show that a few
tanners have recently failed to secure & profit, owing principally ' indiscrim-
inate purchases of raw hides; but thoy are satisfied that at present. prices.’
for yaw Lides aud tanning bark hide tanners should be assured of good profits.”

. The Hon’ble Mr. Srinivasa Sastri asked :—
B. “Isit a faot— Control over
raw htden,
(a) That tho Southern India Ohamber of Commerce, Madras, sent the
following tolegraphio representation to” the Government of India on the 17th
August, 1917 :—
‘Regarding order in writing, 19th June, requiring hides to be clcan,
fleshed and free from unnecessary material, Madras tannerics
complain that the tauning of hides and buffs as now required
works out to a loss of ore rupes on each hide and that raw and
. wet hides at Oawnpore and Caloutta are not available at reduced
- prices. As it is, tanneries are turning out only half the
quantities they wero doing two months bofore. Therefore they
ask either for an increase of two annas per lb.in the purobase
price of tanned hides, or for the prics of raw hides at Osloutta
and Oawnpore being brought down by one rupee a hide. If
neither arrangement is made immediately, they inform us that
tanning operations will stop ; *and |-

(5) that the Indian Munitions Board, in their telegram of 8rd September,
1917, replied as follows :—

‘Your telegram 17th Awugust, tanned hides. Question of further
control raw hides prices is being oarefully considered by
Government,’

(¢) Will Government be pleased to state whether any reduction in
raw hide purchases has since beon effected as a result of the consideration
promised ?

'“he Hon’ble Sir George Barnes replied :—

“ The answer to the first and second portions of the IHon’ble Membor’s ques-
tion is in the afirmative. -

With regard to tho third part of the question raw hide prices at the
prinoipal markets have been appreciably reduced as n result of (lovernment
control. 8o far from the Southern India Chamber's anticipation of a falling off
in the outturn of tanned hides being realieed, tho actual outturn has more than
doubled within the last year, and the present outturn is more than threo times
as great as before the introduction of the Government purchase scheme. Exports
of faw hides in the same period have been greatly reduced.”

T
i

The Hon'ule Mr, Srinivasa Sastri a:ked :— _

6. « With referenca to the statement made bi His Bxcellency the Viceroy rahniog
on the ocoasion of the opening of the Mad:as Exhi ition in I).ec.embe.r Jast, that

.* Government is prepared io intervene more directly in obtaining for {aticrs

their supplies at {2ir rates if tho existing agenoies ara unablo to deal with the
situation,” will the Government of {ndia bo pleascd to siate bow it is proposed

{o weet the difficulties of tanners in respect of tho supplzcs and prices of raw

bides and tanning materidls P
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[ Sir Qeorge Burnes; Mr. Srinivass Sasbri; Sir [ 14va Maror, 1918.]
William Aieyer; Msr Asad Ali, Khan Buha-
dur; Mr. G. 8. Khaparde. ]

‘The Hon'ble Sir George Barnes repliod : —

“ Govornment is controlling prices and seleotions of raw hides at the two
principal markets of Calcutin and Oawnpore; at the formor through a Govern-
ment Committee of firms, and at the lattor through the Deputy Oontroller for
Hides, Cawnpore. Largo quantities of suitable hides hiave already been sent to
Madras and Bombay from Oaloutta for salo to Indian tanners at prices which
should leave « large margin of profit.

The control of tauning materials is being effected at Bombay through the
Deputy Cortroller for Hides, Bombay, who arranges for supplies for Bombay
tauncrs, and at Madras through the Controller for fanning Materials. The
latter officer, with the assistance of the Madras Government, 18 arranging for a
scheme of greatly-increased control of tanning bark rosources,”

The Hon'ble Mr. Srinivasa Sastri asked :—

e ot 7. “ Will Government be ploased to lay on the table the correspondence (if
2:,',:,“.‘,}‘"' any) that passed betweon the Government of Indin and the Seoretary of Btate
on the question of sccuring indopendence of audit and the reonnstitution and

- definition of the duties and powers of the Auditor-General ?”

The Hon'ble Sir William Meyer replied :—
“ A oopy of the correspondence® is placed on the fable.”

The Hon'ble Mir Asad Ali, Khan Bahadur, asked :—
;'_i::: “‘é‘: 8. * Will Government be pleased to state fc: each of the last five years—
tare o (a) the total quantity of food grains used in the manufacture of beer and
kindred liquor in this country ; and

(b) the quantity of alcohol (in gallons) used for commercial and industrial
purposes ? '

The Hon'ble Sir George Barnes replied :—

“'There are no figures available which would enable me to answer the first
part of the Hon’ble Member's question. :

'With regard to the seoond part, alcohol used for commercial and industrial
;urposes bas only been sh own scparately in tho statistics for the last two years,
am laying on the table a statcment t of the amounts of rectificd and denatured
spirits issued in the various Provinces during the years 1015-16 and 1916-17,
which I :.ope will give the Hon'ble Member the information he desircs.”

The Hon'ble Mr. . 8. Khaparde asked :—
Inoome-tax

Gated o 9. “(a) Has the attention of Government been drawn to the following
M’{: Income-tax cases published on page 6 of the issuo of the T7ijune, dated the 8lh
beme”  Pebruaiy, 1918 :—

(i) The order of the Income-tax Collector in objection case No. 84-86 of
1917 in which the Collector, after noticing the faot that the objector produced
no accounts alleging that he bad none and disbelieving him on the strength of
the statements of the Illaquadar and Lambardar, proceeds to disouss the objce-
tion with the following remark :—

¢ He has three sons and will not enlist one of them. e hasalso not sub-
scribed to any war fund or war loan although he could easily do so.’

(#) Thes order of the income-tax Collector in objeotion nase No. 43-170 of
1917 in which the Collector, after referring to the admission of the objector that
he went towards Bind and did business thero, proceeds to dismiss the objection
with the following remark :—

*Up to daia he hins not helped sven by a single pice any of the -var or
Red Cross funds. Be has proguced no accounts, and I eannot take his vorbal

T 1 Vide Appnu.-];t A T #ide -i;;"“‘ dis B'M
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[Ura Manon, 1018.]  [Mr. 'G. S. Khaparde; Oir William Meyer;
Rai Sita Nath Ray Bahadur; Sir George
Barnes. ]

statemont 83 to his income, The Lambardars and Tllaguadars testify to his
income and I accept their version,’

(i) The order of the Income-tax Collector in objeotion case .No. 134-146
of 1917 in which the Collector, after stating tho facts and holding that the

assessment was made by the Tahsildar aftor careful inquiry, disposes of the
objection with the remark :— :

‘He (the objector) is & miser and has not helped with a single pice in any
war fund or loan. He says he has no proper accounts., Itis clear hé wishes
to conceal his true income and will not therefore produce his accounts. Objee-
tion dismissed.”

(o‘zg The order passed by the Incomestax Collector in objeotion case No, 81- .
42 of 1017 in which the Collector, after noticing that the objector is a Sahukar,
has & fair monéy-lending business, has obtained deorees in Courts, but has not

roduced acovunts and says that he has none, disposes of the case with the follow-
ing remark :—

“The objeotor has so far not helped in any way towards the war and has not
subsoribed a single pice to any ‘war fund or war loan. His objection is dis-
missed. e has not even given a ‘Statement. ’

(8) Do Government intend to ascertain whether the above objection vases
have been ocorrectly reported, and, if correct, to tako any notice of the manner
in which, and the propriety of the remarks with which, the said Income-tax
Collector disposed of the same?’

The Hon'ble Sir Williama Meyer replicd :—

“ The Government of India have no information.as to the facts alleged and
the question should be put in the Legislative Council of the Punjab Govern-
ment with which Government the detailed administration of the Income-tax Act
in the Punjab and the control of Income-tax Colleotors in that £rovinoe rest.’’

The Houn'ble Rai Sita Nath Ray Bahadur asked :—

10. * (a) Will Government b pleased to state what progress has been made s
in forming a Ship-building Branch of the Indian Munitions Board with n view
to examine the possihilitics of ship-building in India P

(8) Are Goverunent awaro that in his evidence beforo-the Industrial
Coromission, Bir Vithaldas Thackbrsey said that the establishment of the ship-
building industry was necessary to further Indian trade and industries after
the war ?. I

(¢) Are ship-building concorns subsidised in Japan?- Do Government °
intend subsidising ship-building donoerns in India with a view to encourage the
establishment of the ship-building industry?

The Hon'ble Sir George Barnes replied -

“{(a) A Ship-huilding Branch of the Indian Munitions Board has recently
beon formed, It is in ohiarge of an officor whose services have becn _bo.rrmfed
from the Admiralty to take control, and who is now engaged in examining ‘he
possibilities of ship-building in India. : .

(%) The Government of India have nok yot xrocived {he fu'll qvldence .
recorded by the Industrial Commission, but thoy understand that Sir Vithaldas ,
Thackersoy did express the view staled in tho second ,art of the Hon'ble
Momber's question. N

(¢) Tho Governmeit of Iadia aro nob awaro whqﬂ:er abip-building con-
corns afe subsidised in Japan, Until they _}}:}ve recoived thg | r.:pqrt.1 fi,)f t;xo
Qontroller of Ship-building, they caunot consider the lsh questic - vaised by the
Hon'ble Mcmbor.”
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Mr. Surendra Neolh Bonnerjes; Sir William [ 14rx Mancy, 1918.]
Vinoent. )

The Hon’ble Mr. Surendra Nath Bannerjes asked :—

11, “ Will Government be pleased to place on the table all papers relatin
to, tho promulgation of Rule 12-A of the Defencs of India (Oousolidatioxg

Rules, 1915 ?

The Hon'ble Sir William Vincent replied :—

" ¢ Qovernment do not think it would be in tho {mblio interest to place on
the tablé all papers relating to the promulgation of Rule 12-A of the Defonce
of India Rules, but I would like to ogivo the Council some explanation
of the circumstances in which it was iptr uoed, Towards tho end o? 1915 it
was found necessary fo detain {certain persons pending the issue of orders
against them under the Defence of Indx_a «Rules [or Regulation III of 1818,
Government, while recognisinf that this was essential, were of opinion that
there was nothing specifically providing for it in the existing rules, and
they determined therefore to introduce Rule 12-A in order to make it loeal,
If there is any further information on the subject which the Hon’blo Member
dosires, and I oan, without divulging the contents of confidential papers give
him, I shall be happy to do so if he will see me personally.”

The Hon'ble Mr. Surendra Nath Bannerjea askoéz —

12, (o) Hasthe attention of Government been drawn to the following
letter which appeared in the Amrita Bazar Patrika of the 14th Fehruary,

1918:—
“You are aware that one of the interned gentlemen (hunger-strikers) is in
gaol at Amraoti. He is in a wretched condition. For a long time he refused ts
take any food, but when he became unconscions on account of fatigue artifivial
means were tried to feed him. For a time he pulled on and took food. 'The
situation seems to have been very intolerable to him, for he actuslly attempted
suicido, I am informed that on the 24th of thismonth (January) he contrived
to hang himself. e was provided in his room with water, ohair, and table
and his clothes, He tied his dAolies to each other and, throwing them over one
of the beams in his room, made a nooso for himself. Then placing the chair on
the table he stood on the chair and put the noose round his neck and kioked
away the chair. That made noise, and attracted the watchran’s attention. In
the meantime the knot of the dhoii gave way and he fell on the floor with
his hands and feet bound, almost unconscious, His life was however, saved.
He is now removed to another ccll generally used for murderers and conviots of
that kind.’

(8) Are the faots as stated above substaniially correct, and i7 it the oase
that the political detenu referred to attempted to commit suivide?

¢) Has hebeen removed to a cell * generally used for murderers and con-

viets of that kind ' ? "

The Hon'ble Sic Wiliiam Vineent replied :—

“(a), (b) and (c). Tho report in question is substantially correct. Tn conse-
quence of his persiatent refusal to take food the detenu’s phiysical condition was
considerably reduced, when, to save his life, resort ‘vas had .to a-'ifioial feeding,
He had abandoned his hunger-strike and his health was impro:ing when he
attempted to commit siicide. As he threatened 1o repeat tLo attorapt, he
was placed in a coll adjoining tho condemned cells in order that the warder
on duty thero might be at hand to prevent him from doing #0, Ouders have
jssued for his rcwoval therefrom, and arrangoments zre being made for his

transfer to Bihar and Orissa.”

The Hon'ble Mr. Surendra Nath Bannerjea asked t~-

“ May I put a suplementary question ?  Was any inguiry mi=de as to the
eircumstances under which he attompted to commit snicide]?’
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The Hon'ble Sir William Vincent replied :—

. :‘. I am afraid I must ask for notice of the question. I have no doubt that
lnquiry was made, but I cannot remember the getails on the subject.”

The Hon'ble Rai Bahadur B.D. Shuiul asked :—

13. “(a) What is the number of i i i
in each Provil)we during the ll:::; ::noy;:;}s)rgved sgrioulfural implomouts sold elaments.

(b) Are Government aware that the demand for improved agrioultural
machines has increased, that the present supply is not adequato, and that the
exorbitant prices of imported machinery are prohibitive ?

. (0) 1f 8o, will Government take neoessary steps to establish workshops in
this country to cope with the increasing demand ?*

The Hon'ble 8ir Claude Hill replied :—

“ (s) A statement® is 1aid on the talilo giving tho information asked for in
part (a) of the question so far as it is available,

(b) It is true that the demand has increased, and that this inerease, coupled

with the growing scarcity of raw materials, especially iron rnd steel, has caused
8 genoral rise in prices.

(o) Government workshogs for the manufacture of agrioultural implements
already exist in Bombay, Madras and the United Provinces, and one has recent-
ly been sanctioned in the Punjah. Each of theso Provinces employs an Agri-
cultural Engineer, whose dutyit is to supervise the manufacture of such
implements, and the establishment of similar workshops in other Provinces
must naturally await the appointment of Agrioultural Engineors, regarding
which I would invite the Hon'ble Member's attention to my reply to the ques-
tion whioh haasked on the 6th of February. Government workshops cannot,
however, attempt to supply the whole demand, and we may hope that the large
expansion that may be expeoted in the future will be met by private.”

THE INDIAN INCOME-TAX BILL.

Tho Hon'ble Sir William Meyer :—*My Lord, I beg to move 1136 4.u.
that the Report of the Seleot Committee on the Bill to consolidale and amend
the law relating to income-tax be taken into consideration. - :

“ T reforred at some length in my speeches on the 6th of February,
when introdnoing the Bill, to the objects with which it had been framed aud
replied to somo general criticisms which had been made. Sinco then, the
Bill has been very carefully aud fully.oconsidered in- the Scleot Commiitee.
Tho Committee has made a very clear and full report, and I think that we
are greatly indebted to its members for their oapable, willing aad wuseful
assistance. Also, in prosenting the Committee's Roport on the bth of March,
I made some supplemantary remarks, chiefly by way of further explanation--
2 vort of popular exposition if I may so put it— of the new system which it
is proposcd to adopt in respect of revising assessments which have been made
with reference to the figures of previous years. ’

« T have only one remark that I need mako now. 1 has been reprezcoted
to me that it would be & very graceful concession to the goldiers and officors
of the Indian Army who have won suoh speoial distinction as to have
obtained admission to the Ordex of British Judia or to the Order of Merit, or fo
have reocived the Victoria Oross or the Military Oross, that the wouoy
allowances which accompany theso distinclions should not he assessed to
iivome-tax, 1 am most ready to accept this suggestion, and 1 proposn to
cerry it into effect under the powors vosiod in the Government of Imdia by
olause 44 of the present Bill"™,

- .- L e i e

»-'N aITn;lnH;d ;1 e Proceedinge.
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_ The Hon'ble Mr. Khaparde :—* My Lord, 1 bog to move that this
Bill, as amended by the Select Comumittes, bo rcpublished. .

¢ My reasons for proposing this aro seven, and I shall proceed in their order.
My first point is that this Bill was not sufficiently published and was “not
published in time to admit of the officers and public bodies concerned making
thoir representations. The dates of publication are given at the end of the
Report of the Select Committes and, trying to analyse those dates, I find that
ths students of tho Government of India Gazette had only 101 days within
which to study the Bill and make their representations on it. Othershad a
smaller number of days. I believe the Central DProvinces, which is the
provinee front which I come, had only 87 days within which fo read this Bill
aud submit their opinions. If this was so in tho case of officers, I humb]g(
submit that public bodies ‘would take a much longer time to think abou it.
They "would not have the machinery readily to call a menting together, nor
would thoy be in a position to consider all theso mattors at one and the same
sitting, The longest time that anybody had to think of this Bill was, as I said,
101 days, and the shortest time that they had to think of it was 87 days. That
is for those who are students of English and who can read in English.” As to
those who depond on the vernacular entirely, it will be bound that tho shortest
time in their case was 156 days, and the longost time was about 48 days. It will
be seen from the dates which are given at the end of ths Report that the
public had very little or in faot no opportunity -of discrusing this Bill,
understanding 1ts contents and taking & note as to its Learings on their
interests. This is not a fact that I merely complain about ; it will be found that
the Punjab Administralion also complains of the shortness of timo given ‘fo
them to think over this Bill. '

“I do not -roposs reading the whole of it out, but from page 17 of tho paper
it will be scen that !he Punjab Government say the Bill is of a very far-
reaching nature, in the words of the Statement of Objeots and Reasons, and so
on, and yet the time allowed for obtaining opinions, for considering those opi-
nions when obtained, and for formulating the views of Local Governmenta is, if
the X'mas holidays be excluded, merely five weeks. ¢It is obyious that in such
conditions, and with the pressure of their urgent work, it is impossiblo for either
the Local Government or ifs officers to give the subject :dequate consideration,
and the Lieutenant-Governor feels bound to point out the dangers altending
legislation rushed through in this manner.’ I submit, my Lotd, that this is
an expression of opinion as stiung as anybody would like to make it, and the
complaint of the Punjab Government is a general comviaint: I have folt it
myself and many people have felt it the same way. In faot there are telegrams
received and letters received, all of them complaining more or less of the short-
ness of time allowed for considoration, and asking for more time. I should
not have brought this amendment if I did not fecl that the Bill is really of a
very serious nature and having very far-reachinu; consequences. It might be
said fo begin with the oradle of a man and to end with his funeral; it covers
him in all his activitics and it deals with all possible conditions, This remark
of mino can be easily seon to be justified when it is romembored that it concerna
the joint Hindu family, that it concerns the taxability of a marricd woman,
the taxability of a person following a profession. I do not know whether uur
jucomes as wo_coroe herd ‘to attend this Council and get a few rupces a day,
whether that does not come within one of these far-reaching sections. My
Lord, this Bill is of a very far-reaching nature, not merely touching trade or
agriculture, but - ven farily life and marital rcls.ions; and a Bill dealing with
all these conditions does'requive some amount of time for consideration. Then
the next point which I wish to urge, and Thope it will be taken into favourable
consideration, is that this : Bill is of a very highly contentious characler. As
such I think ii is not quite ‘suitablo to Le discussed during war time. There
is no urgency about it. There is- no deficit that we bave got to meet. Its
object is not to raise ‘money. That it does not'seok to ruise money has been
statod both in the Statement of Objects and Reasons, and alsn at the end of the
Report of the Belect Committee. 8o, obviously, itisa matter that can wait, and’
if it can vait, 50 much thg hetter, because being of an wnusual naturd penple’
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would like to understand it woro, and I it wi i
work—if at all accepted in the end —that p:;l}l)lzmi?a;to“g;dbodi‘;:?x:go::s om t'(:.
and people know whero they stand. Asit is, if my motion d itk
the approval of Couneil and is not carried ¢ will be practionl not m_eet mf:h
o tha ko tearried, you will be practically passing & Bill
\ e knowledge of anybody at all—at any rato, in the case of people depond
iog for thoir knowlodge on the vernaculars. T otimo that has btfen p{:e:g(;ns(;
short that it will practically amount to passing the Bill without the ll,:nowled
0( the large majority of the people who have to pay under it ; and in that w g_z
will have all the disadvantages of legislation without knowledgo. Th aylx_
W'lll entortain all sorts of misappreh:nsiom about it ; officers wi l. find 61(? eog ;
difficult to administer, and misunderstanding may ‘arise. It is not desir;bliy
th_ut.all these things should take place. My Lord lni.hl oontentio tle
Bill is and liable to bo misunderstood, it is compli’oategd yl') 8 fi:tlll:rn?wlt?
g.nd that is, t:.hat even & philosophical mind will find itself uyuled in oonsid !
ing the various scolions of gxe Bill, It is called an Il:mome-tax Bill a;la
yetll.t seoks to tax property, and it reallyis a Property Tax Bill, and 'it is
carried so far that even vacant houses appear to come within ita scopo B)s
the rules it is said that power will be given*to executive officers and m;mmév- '
tax collectors to grant exemptions or to grant compensation and o on. So
this is not only an Income-tax Bill, but it is also a Property Tax Bill. Now, a
property .t-ax, though at one time it was tho ‘avourite tax, is now c.oxidemu'ed
almost universally ; and this combination of property and incume-tax in one
and the same Bill is rather pussling, to say the least of it. There is a
further objection I fgel to it, and that objeotion is that this Bill seeks to
movo in something like an indiroct manner, If it is intended that agrioultural
inoomes should be taxed, then nothing like bringing forward-a straight-
forward Bill, so to say, and giving time for people to look into ke Bill %nd
for this* Council to consider it and pass it. But thal is nut the case. In this
Bill it is not iniended to tax agricultural incomes. In faof, ‘it is -said that -
they are not going to be taxed under.seotion 4. As this matter will be
disoussed later on under one of my other amendments, 1 will not soy sny
more about it here, excopt merely to say that this Bill is to a certain extent
snzzlmg in its nature, The great object of this Bill is said to be to consoli-
ate the law; and & further objeot is to improve the machinery. Now this
machinery improving is something which always frightens me, as this is an
age and a civilisation in thich we bother about machinery too much, In
fact, we know that for eating one ounce of fcod one genorally requires some
fow tons of furniture; - if yon take into account all tho knives and forks and
plates and other things for eating one ounce of food, ten tons of furniture
would be & very moderate estimate. In the same way, for colleoting a few
rupees you require a large machinery ; and in tho opivions that were oirou-
lated I find that various officers have complained that all these things will
make & great deal of work, and the Commissioners will find it very heavy
work getting through all the appe:ls that will be carried to thom ; district
officers will be worricd and the unfortunate Colleotor, or whoever it is who
yvll} figal with it in the first instance, will be burdeaed with civil and criminal
inquiries of every sort touching on every department of life. Bo this is a Bill
which, T humbly submi!, will promote great deal of inquiry and a great deal
of work. One officer in Bombay—Mr. Shepherd ia the name of the gentleman,
T bulieve—says that the estnblis{ment necessary for administering tho Act will
Yo nearly trebled if not quadrupled ; and it is likely that three-fourts of the
roceeds will go in working expenses, and only one-fousth by left, a sum whiok
will be bardly worth taking into consideration. Imay have to refer to
this later on when I speak on another of my amendments ; but I only
montion it hare as a reas.n why this Bill should not be' passed now. A
{u-ther reason for demanding this ielay is that this Bill has ]?een amen>dy
yery considerably in  Fulect. Committeo. A new system has i:cen introduced, )
25 was briefly mentioned by the Tfon'blo Financoe Minister ; and the extent of

1, has heen changed.
«There is al:0 & su-amary procedure added, and I have tr move au amenii-
wment thap section 77 of the Act ghould bo retained. So your Lordship will
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geo that this Bill has been {)rtwtically remodellod very considerably, and it is
desirablo that theworld should know in what dircctions and in what points it
has been remodelled, All these reasons i)ut together I humbly submit make
out & good case for this Bill being ro-published and the public given further
time to consider its dotails and iis meohanism, and possibly also to make any
observations even on its principle. For these reasons, my Lord, I humbly beg
to move that the Bill be ro-published. It is not a war measure and so thers
is no harm done in waiting a few months. This waiting & few months will
.have the advautage of informing the people concerned, and they will feel that
at any rate they have been hears and their viows have besn considered before
any decision was arrived at ; whoreas if the Bill is passed in the stato in whioh
it is at present, the people will have a griovance, it may be a wrong kind of
grievance, but still a real grievance, that their views have not beon bronght
before the Council and that those views have not been oonsidered. With theso
remarks, I propose that the Bill be re-published.”

nst.x. The Hon'ble Bir William Meyer:—*My Lord, my Hon'ble
friend stands forward as an advooate of. delay on the ground that suflicient
time has not heen given for the cunsideration of this Bill. I think he made
it o point of personal grievanco that he had had only 8Y days to read it him-
golf. I would ask him how many days he would require for a rcally long
Bill, re-casting, for example, the Indian Penal Code or the Oivil Procedure
Code. e said that in othor cases there had -been 101 dqs allowed, but
even that does not meet with his satisfaction. He quoted with evident sym-
pothy, 8 sympathy whioh, porhaps, I may say he always does not feel for
Provincial Governments, the wail of the Punjab Government that they only
had five weeks to consider the Bill. Well, I may say perhaps, without
divulging confidences, that in our disoussions on the subjeot of con.
stitntional reforms, we have had now and then a representation from °
a Local Government that the time was rather short to consider these im-
Eortant mattera; so I am quite oconfllent that my Hon'ble friend,
is state of mind being what it is, will presently move a Resolution that
the scheme of constitutional roforms be postponed uatil all the Local Govera-
ments shall have had fuller time to consider it.

“I must point out that it is not asif this Bill has been newly sprung
upon the Local Governments; they hat! been referred to so early as March 1917
on the subject of the revision of the oxisting Act. We only framned vur Biil
aftor most careful oonsideration of what the Jocal Governments and various

. other people said to us on this subject. So thatit is not really a valid com-
plaint that the Local Governments have not had time adequately to consider
this Bill, in the shaping of which thoy themselves have had a very considerable
voico. The Hon'ble Member reforred to tho Bill as dealing with n mau’s life
from his cradlo fo his funeral. I'have no doubt that when the A . el of Dealh
sppears to him, he will, ir acocordines with his sotion this morning, put in a
protest on the ground that the timo allowed to him had been much too short, -

“ Now he refers to this Bill as a new measure of a highly contentious char-
acter. 1le does not srom fo be aware of the old Aet. This Bill is a Bill to replaco
tho old Act, II of 1886, the Act now oxisting, and to improve the machinery
and olear up doubtful matters. Subject to one excoption, which will undoubt-
edly be fully discussed in this Council, in regard to the way in which agricul-
tural income is dealt with under olause 4, there is no new principle. My
Hoen'ble friend talks about measures to the detriment of the Hindu joint
family. The Hindu joint family is provided for jn scction 3 of the existinf;
Aot. He complains of the provision for taxing hounges as taxing property which
18 not income.  Wht, of course, we {ax is the income derived from house pro-

rty, and, if my Hon'ble friend refers to section 24 of the existing A.ct, he will
nd that there is provision there for taxing income from housos. Well, as it is
perfectly clear that if my Hon'ble friend had had to pay jocome-tax isimself, he
would have studied the Jaw under which he was paying. I can only couclude
that by sciwe regrettable oversight on tho part of the Central Provinges
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authoritios he has not beon asked o pay income-tax hitherto, and I trust that
under the new Bill that oversight will be promptly repaired,

“He sFoke alsoof the cost of collection as going to swallow up all tho
rocoeds of Lhe Bill. I have explained more than onee that we aro not intro-
ucing this Bill for the purpose of getting revenue, though we expeot inci-

dentally u certain amount of oxtra rovenue from it, but we are introduoing it

in order to get a more just and equitable distribution of taxes; to remove
those sore feolings that have boen very much'to the front whonever we have
had uader consideration ang income-tax enhancement, that under the present
machinery with its water-tight compartments aud 0 on a man who is honest,
and puts up his accounts readily, pays more than the man who does not. We
want to remedy that and to make our procedure as equitable ard uniform as
possible. I certaialy agree with what tEe Bonfbay official whom the Hon’ble

Mover quoted said, that as income-tax grows more complex-—and it does
naturally grow more complex with the commercial and industrial develop-
ment of the countrg——you must have u larger income-tax staff, But
that is not a source of loss to the public exchequor. What we found in
Bombay, for instance, was that the special Income-tax Collector has paid his
cost over and over again by increased colleotions, aud at the same time has
kept on very good terms with the commercial community.

“ Then the Hon'ble Mover talks of the way in which the Bill has been
altered. Well, if you look af the portions of the Bill now printed in italies, it
certainly does seem at first sight to have been subjeoted to considerable altera-
tion. But any one whostudies the Bill will see that the real amount of
alteration is not lario, and such alterations as have been made uniformly not
to the dotriment of the tax-payer but to his advantage. Wherever we have.
made alterations in Select Commities, it has been to help the assesses, to remove
grievances whioh were put before us, '

‘“Then as regnrda the question of the yoar of assessment, as one might
oall it loosely, and the way 1n which a man’s assessment should be caloulated,
the dxisting Act provides for that, Itsays ¢ You pay primarily on the basis
of your takings of the year hefore, but in certain oiroumstances you can get it
re-adjusted.’ We wanted originally to make this more simpi;, by saying
* Pay each ycar on the takings of the year before’ That, however, provoked a
good deal of oriticism from the commerocial classes. 8o to meet the views of
those who would be most affected, we have practioally restored the principle of
tho existing Act. Only whereas seotion 88 o the exisling Act ia a one-sided
measure, which was only to the benefit of the assessee. and in no way to the
benefit of the Goveroment, we have provided for a re-asscssment whioh will
enable vs to bojust to. both parties. And reoognising that that systom of
assessment in o stages, as one might call it, would not be desirablo for small
foik, we have made a special proyision fur such cases by meaus .. a summary
procedure, '

“ suppose my Hon’blo friend realisos that, if his motion isacoepted, it would
mesh that the Income-tax Bill could not possibly be ‘aken up this Session, and
that therefore it would not come into effect as regard the coming ~ear, 1018-19,
I there was anything in it which would justify an adjownmen. in this way,
T would not oppose it, but, as I maintain wost emphatically, there is nothing
to justify such an adjournment; on the other hand, the comumercial public

have much to gain by tho new Bill which is generally admitted to bo &

watorial improvement on the old Act in regard to groaior cleaciess and the
methods of assessment and 80

greater uniformity it loys down in r:gard to
o,
«“The Hon’ble Mr. Khaparde wants fo give tho publio & {resh opportunity * .
for putting in objeotions. f may tell him that the publio, or some mem!-crs
, of the publio, will always object toany faxation, espeeial! 7 income-tax taxation,
80 that however muoh you may remodel your Bill, ¢ cn if juu got an atsolute-
ly perfect enactment, you will still fiad some persons criticising it . -
“ For these teasons, my ~ord, 1 am unablein any'way to accept the

Ton'ble Mr. Khaperde's amend. eut.”



THE INDFAN INCOME-TAX DINLL.
[ Sir George Lowndes; My. Khaparde.] . [ 14ru Maxon, 1918.]

&
¢
o

i43ax.  The Hon'ble Sir George Lowndes :—“My Lord, I should
like to add ono word to the remarks of my colleague Sir William Meyer. It
secms to o that there is o point of prinoiple involved in my Hon’ble friend
Mr. Khaparde's specch. Asit appears to me when this Council has had a
Bill before it and hes refcrred it to Sclect Comwmitteo by a unanimous vote
of the Council—I beliove Mr. Khaparde was present at the motion and he
certainly did not ohject—I assume he voted for it. In these circum-
stances, I sy, it is inpossible to wmove now to re-publish the Bill,
except on the solo ground that the Committes has so altered it that
itis not the same Bill that was published before, Thero can be no other
reasons. 'The reason he gives that thero should be more time to consider {ho
Bill appears to me, if I may say so, bad. The Council has counsidered it
and bas ordered the Bill to be referred to Select Committes, and it has boen
consilered by the Comimittee. The only rational ground on which,
I suggest to the Council, my Hon'ble friend could ask for the re-publication
of the Bill after it has been to Sclect Committeo is that the Bill as it emerges
from Seleot Committes is not the same Bill that went in there. The Select
Committes on this Bill was & pariicularly large and particularly strong one;
they unanimousl recommentl):d that re-publication was not necessary, and
I venture to t.hin{ the Council, under such circumstances, would be very wise

to follow the advice of their Committee.”

The motion to re-publish wasput and negatived.
The motion that the Report of the Select Committes be taken into con-
sideration was then put and agreed to.
: '
11-46 "“-t The Hon'ble Mr, Khaparde:—“ My Lord, my next amendment is
0 move :—

‘ That in clavse 8 (1) for the words ‘ under this Act ’ the following shall be substituted :—
under the provisiona hereinsfter contained in the Act’.

The clause will then read :—

‘ Save as hereinafter provided, this Aot shall apply to all income from whatever sourcs it is
derived if it accrues or arisca or is received in British India or is under the provisions hereinafter
contained in the Act deemed to accrue or arise or Lo be received in British Iudia)’ _

“ At first sight it may appear that my amendment is mevely verbal substitut.
ing a fow words for others, and that also struck me, but it will be seen-that tho
few words that I propose to substituto for those in the existing Aot are of a far-
reaching character. Itis li%ethis. In Madrss, the question was raised whother
income earned outside British India and not remitted t6 British India is
liablc to be taxed at all under this Act. The Advocafe-General gave the
opinion that it was liable to be taxed, and the Board of Revenue was of
opinion that it was not lisblo to bo taxed. The matter appears to have
been represented t5 the Qovernment of India, and they gave two rulings,
saying that incomo would not be taxed and should not be taxed, and words
‘ander the present Aot’ leave this point vague. 'The word that makes the
difficulty is the word ‘deomed’. The words ‘deemed wvndor this Aot’
and ‘deemed under the provisions hereinafter contained in the Act’ would
mako all the difference; ¢ deemed under this Act® wouldbe an expression
that would be geueral, and were ' allowed to stand the provisions of thiy
Act would Le left aside and only the polioy of the Act would be considered.
‘Whereas if (he provisions were spocifically mentioned and referred to, then
whovver holds that income earned outside British India but not remitted to
British Tundis is still liable to be taxed, would have to bring it under one or other
seolion of the Act, That makes the difference. J am advised and mysclf
think that if these words are introduced, it would be clear that incomes
earned outside British India wouid not bo taxed, whereas if theso words are

eft vague, it would be a matter of contention and perhaps of a refercice to
.Courts hercafter, My experience is Lbat these cases are likely to arise ".~cause
people living in British India and doing a little business here somctimes lave
jagir lands or inam lauds in adivining Natives States. In those cases
oftentimes ke income in Natives dtaies iyso small that it is seldom remitted
to British Ind* ', and the people who live there manage to_oxist with what {they
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earn from. Jjagir and inam lands, whether that income is again to be included
undor the income-tax is tho question, Thero are two oases pending in the
lh((;lh Court of Madras and there are likely to Le moro. I should like the point
mado clear in this way, and perhaps this amendment, which really looks verbal,

will havq real significance to Government. I recommond this amondment to
the Council.”

The Hon'ble Sir George Lowndes:—* My Lord, when I first 1150 4.
rcad the Hon'ble Mr. Khaparde's amendment, I confess {' was of the samo
opinion a8 bo said ho was when he read "his own amendment, that it was
meroly a verbal one. I have every sympathy with anyone who wishes to
make an Act olearer, but I am afraid T am gtill of the same afinion. There is
no deep-laid plot to get rid of an iniquitous Madras decision as fo what income
is taxablo and what is not. I really cannot see that any dilferonce is made
Py the proposal to substitute for the:phrase ‘under this Act’ the words

under the . provisions hereinafter contained in the Aot I think that it

amo?nts to the same thing, but if it will really give any pleasure to my
Hon'ble friond, then I suggest in the spirit of corapromise that we split the
difference, and instead of saying ¢ under this Aot’ that we say ‘ under the
provisions of this Act’ I think that is a fair concession. It will be just half
of the words and, if I may say so, the wholeof the sense.”

The Hon'ble M, Khaparde :— Sir, I acoept the words ‘under
the provisions of this Act ’ as suggested by tho Hon’ble Member.”

The motion was put and agreed to. ’

The Hon'ble Mr, K. K. Chanda - My Lord, I beg to move the 1188 1.,
small amendment which stands in my naroe in_clause 3 (3). (vifs) for substi-
tuting the word ‘or’ for the word ‘and,’ Itis a very small thing and I
will explain it in a moment. .

% The clause as it stands reads thus :— ‘

¢ Any receipts not being receipts arising from business or tho exerciss of » profmionf

vocation or occnpation, which are of a casual-and non-recorring nature sod are not by way o
addition to the remnneration of sn employee.”

“ 1 may be wrong, my Lord, but my view of the clause as it stands is that
it provides that recc}:ta shall be exempt from the operalion of income-iax if
they satisfy two conditions. In the first placs, the receipts must bo ‘ oasual and
non-recurring.’ This is exaotly in acoordance with the Bnglish practice whioh
is not to tax casual profits as distinguished from ordinary business or profes-
sional profit. But, my Iord, the clause imposes anothe: condition which
you do tot find in England. Itis this that lhe receipts ‘nre not by way of
addition to {he remuneration of an employce.’ That is to say the insertion
of the word ‘and’ restricts the operation of excmplior lo ono class only,
namely ‘employee.. The same receip! whieh will bo oxompt inthe cesc of
an employes will not be cxempt in the case of a merchant, & zemindar or

rofessional man, I do not se, my Lord, any ergent reason in favour of this
ifferentiation. I propose ‘o amplify the scope of the excraption so 8s to
make it applicable to all, and this will be effected by substituling ‘or’ for
¢and.’ . This is my amendment, my Lord,and I trust that the Government

and tho Council will see their way o accept it."

The Hon'ble Sir William Meyer +—* My Lord, in the »E;iri!; of 116441,
reasonableness to which my Hon'ble friend rcferred just now and w 'c{l is <,
observed by tbis Government, I am quite ready to accept the word ‘or’ for

tho word  and * after the words * non-recurring naure e ,
The motion was put and agrecd to.

whe Hon'ble Rai Sita Nath Ray #ahadne:—- M; Lor‘d, L5166 ;.
beg to move a sunall amendiment that in clause 4 (1), the words from °Dui
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the net amount’ to ‘underthis Aot’ in tho. Income-tax Bill be omilted
While we are indeed very thankful to Government for recognising as herolo-
fore the principle that agricultural income should bo exempied from the scope
of the Income-tax Aot,u? regret to find that an amendment which we moved
in the Select Committee, for the omission of the latter part of clause 4 was
not accepted by the Committes. .I am, therefore, obliged to move this amend-
ment that, in caloulating ®n assessee’s inoome from other sources, his agri-
oultural income should not be taken into account. * Unless this amend-
ment is accepted, the result of the inolusion of the agricultural income into
the aggregate income of an assessee from other sourccs would be to raise
the rate at which assessment would be made on non-agricultural income.
It would have an indiréot effect on theincome of zemindars though it
would not tax them direotly, and, therefore, I say that considering the

" very small ‘gain that it would bring to the public exchequer, it is not proper
to create a feoling among the zemindars that they are goiug to be taxed in an
indirect way. TEere is also this feeling that it is a thin end of the wedgo, if I
may use that expression ; that it is somothing like a feeler in order to ascertain
whether the zomindars are prepared for a new provision which is anticipated in
the shape of a tax upon the agrioultural income. Under theso circumstances,
considering the very small zaia that would accrue to the public exchequer by
the adoption, of this procedure, my humble request is that the Government
would be well advised to ignore it altogether. The semindars are fighting not
so much on account of any heavy burden this innovation wo:ld impose on
agrioultural income, but on the question of principle underlying it. Their con-
tention is that, having exempted agrioultural income from the operation of the
Aoct, you should not attempt to touch it inan indireot way. However, the
indirect effect, I must distinotly mentios, the indireot effect so far as agricul-
taral income is concorned would be so: small that it would be unwise on our
part to raise the ory about the inviolability of the permanont settlement,

“ I may inoidentally mention that if it is considored proper, as suggested
also by my Hon'ble friend Mr. Khaparde, toimposea direct tax on agrioumml
incomes, 1t would be much better to consult publio opinion and the opinion of
the zemindars, Not only the Government would be quite justified in 1mposin
the tax, but I am sure considering the exigencies the gemindars woul
acquiesce in such a proposal. Therefore my suggostion is if there is any idea
to tax the zemindars it would be much better to take publio opinion before
taxing agrioultural income in an indireot way.

‘“ Another effect of this indirect attempt to tax agrioultural income,
I fear, would be that it would go to discourage some of the temindars who are
inclined to embark on commercinl and industrial enterpriscs. Take, for in-
stance, the case of a zemindar whose zemindary income is, ray, Rs. 2,256,000
a yoar and his income from comwercial or industrial pursuits is Rs. 25,000;
he would be called upon to pay an income-tax and a super-tax on Rs. 25,000
at the rate of four annas in the rupee. If that income which arcse from his
gemindary had not been taken into account then he would have been ocalled
on to pay only at the rate of one anna in the rupio.. Al a time when
India eries ‘aloud for the development of industries and commerce, we can
hardly contemplate with equanimity tho prospeot of landholders fighting
thy of industrial entorprises. With the Munitions Poard attempting to
give an impetus to the existing industrics and the Industries Commission
collecting and .ifting information ahout the industrial potentialitics of thiy
couniry, new hopes have filled our hearts and new aspirations have sprung
up about the induslrial rogeneration of tho couniry.” The landholding
vlnsses have realiwd the responsihilities that their wealth and position in the
country - have imposed upon them and instzices are not ranting in which
semindars like .my esteemed friend tec my left (Maharaja Sir Manindra
Chandra Nandi) have come forwa:d to be pioncera if not captains of industry.
This is cortainly not the proper time to iripose a frosh tax on agricultural
.income and thereby dissuade a large, influentinl and well-to-do section of
the poopls from tuking purt in the industrizl aud commercial development,
ot the country.
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) “ With these fow words I beg to move that the latter part of olanse 4;,
commeneing from ‘but’ and ending * under this Act ' shonld be omitted.”

. The Hon'ble Sir William Meyer:—My Lord, perhaps if I
rise now it will make the subsequent course of the dobate moro clear. I con-
gratulate in Hon'blo friend on his rather novel appearance as the chempion
of the landed interests. Ihad always looked on him as rathera pillar of

commerce| And I may alsp point out that he has pro¥osed to leave out only’
)

one portion of the clause, so that the second portion of the clause would still

remain, ‘Agricultural income,' he will have it, ‘shall not bo chargeable to

Income-tax,......but in any provinoo in which a basis has been definitely laid

dow.n for the_ assessment of such income for the purpose of cesses, ......... net

%grgoultax!r;al income for the purposes of this Aot shall be ascertained on that
asis, ete,

“But I will not lay stress on that because, I think, it is perfectly olear
that what my Hon’ble friend means...”

The Hon'ble Rai Sitanath Ray Bahadur:—*“MayI inter-
rupt ?f 'tIflgh’u portion of clause 4 is omitted, thon the second portion will go
out of itself.”

The Hon’ble 8ir William Meyer :— Well, the Hon'ble Member

did not say so. Iowever, I do uot wan{ to raise a mere technicality, and of
course ono understands that the whole of olause 4 is really obnoxious to the
Hon'ble mover. The reasons for putting forward this clause were set forth in
the Statement of Objeots and Reasons on the Bill in my speech of the 6th
Febrnary introducing the Bill, and my further reply speech on that date,
and in paragraph 7 of the Seleot Committee’s Report. There can be no
queation of breach of faith gqud the permanent settloment or land tenures
generally, since as I indicated in my sposch on 6th February, incomes
fromn land wero direotly assessed in the early sixties. At present, however,
we are not doing anything towards direct assessment, but merely providing
that, where a man derives considerable income from land and at the samo
tine has income from other sources, he shall not in respect of the latter income
et the advantage of favourable low rates of taxation which were intoud-
ed only for those who are not well-off, As I explained on a provious reference
to this matter, that question hascome to the front in connection with the
radation rates at which our ‘icome-tax has been levied in the last two years,
%n ofher words, the rich’ man, looking to his wealth as a whole, nust not get
the bonefit of & special rate of taxation provided for the benefit of tho poor
man, An instanco of what might happen in this way was given in paragraph
% of the Solect Committee’s Roport, where it was shown that without this
olause 8 man with & large agricultural incomo snd swmall recmF(s from othor

sources might pay on the latter at the rate of 4 pies intended for the poorest
olass of assessoes. 1 will add an instance of a loss extreme description, If a lapd-
l:older, having a lakh of rupees from lar, has Rs, 10,000 other income, under
the preson( Aot he would pay Rs. 8125 on thq latter at the 6 jies rate. Itnm
now proposed that, having regard to his land.cd income, .ho shou‘d pay Rs. 678
at the rate of one anna in the rupee. Thore is no taxa.tmn on his agrmu_lturgl
incomess such. Hemercly paysab an equitable 1:ate on income which is
uot agricultural. I am not impressed by the Hou'ble Mover's wail that if
we Laxod the landlord on what he derives from industrial entor prisos at "hesame
rate ab which we tax othec citizens, ho wonld nob invest in industrial o.itorprises,

Wo slways hear that zorb of iing when thore is any tax:iion prop oced.

3 ond deal about it ia connection with the S_v.g.er:tax B.ﬂl ast year,
}ZBF}Ine;llan:,gtl;\ey heard about it constantly in connection wah thei- Buocessiva
revisions of income-tax: Wo wre always told that the w."_ulil-bo mlvrfmfh i8
guoh a Luuchy person that if you put & little oxtra ta.c ou him, he wout 1 rz;\ her
pob invest at alf, but-let his money lo idle. I givo the 1'nvastor, whe bmr o dxs
! l&nﬁlord or nui, oredit for more sense. 3£ he soes thers isa profit to be made

* ‘q 0 H L A o ’
or if e bas a patriotio interest 1a sowo Jocal industry, he witl nui be deterred
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hecause ha pays the same rato of income-fax on his profits as other oitizous
do. It will be obsorved too, from clause 4 (1) that oven in detormining the

gradation rate in respect of laxablo income, we leave out of account all’

agricultural income not exceeding Rs. 1,000, so that we theroby sweep away
the mass of ordinary ryots and tenants. It isonly in the caso of a really well-
to-do agriculturist that his agricultural income in excess of Ms. 1,000 will
be taken into oonsidoration. ' .

¢ Tt has been suggested that clause 4 is a prolude to a tax on land. It
is nothing of the sort. I indicated in paragraph 60 of my spesch introducing
the Finanoial Statement for the current year, 1917-18, that the Government
might possibly in future liave to raise more revenue from land. I cannot
pledge the future at presecat, but if wo Lad wanted to do this in present
oircurstances, we should have done it in a direot way. As, however, 1
indicated in iotroducing the Financial Statement for 1918-19, we do not
waat to impose any further taxation at present. This proposal has no refer-
ence to increase of taxation, but is brought forward merely as a matter of
equity to improve the machinery of our-existing Aot, and to prevent the rich
man getting the henofit of a poor man’s rates on taxable income, becausa
though his taxable income as such may be small, he has a larger amount of
non-taxable income. As I said in my spcech of Gth February, one of the
objeots we have had in viow hero, as in other matters, is to remedy unequal
assessmeut on persons of equal means: no more no less, This furnishes,an

answer to a suggestion that has beon made to me privately that this olause shotid-

be understood to be a war measure only. That is quite impossible. Ttis, a

art of the permanent machinery of the Act which will apply with equal
justice, war or no war. 1f tho Government had wanted more money for war
purposes, we should have asked for that money direot.

“Tt has also been suggestod to me that, as a counter doncession, a promise
should be made to rednoe hereafter the incnme-tax rates in SoheduleI. That is
out of the question for the reasons stated in paragraph 33 of the Select Oom-
mittee's Roport. The existing rales must confinue at present. The question
of alioring thom hereafter in one direction or another must be left to the
(}overnment of the day as a budgetary matter, we canuot touch it now.

““ Reference has also been made to the services that landholders have done
and are doing for us in various ways, in connection'with rcorniting, . for
example. I fully appreciate those services, but I would remind my H%n'ble
frien£ of the land-owning olasses that it is a questic. of noblesse oblige ;
that property has ita dutiesas well as its rights. Nor have the Government been
nnmindful of the interests of the landholders, I would remind the Counecil that
from 1803-06 onwards, we have relieved thomn by sweeping away the patwars
and famine cesses, and village service cesses of various kinds.

“Jt has heen sugzestod to mo that the action of Government would be
misintorpreted as & beginning of an attack on agricultural incomes. I have
already given reasons to show that nothing of this sort is intended; and as
regarda the political effects of the rieasurs, I may say that, although the
Locdal Governments were duly consulted, not one of thew fook exception to the
propusal on equitable or political grounds. Indeed the measuro was actively
suggested by two of them,

“ But, ray Lord, in view of the opposition whioch has been oxcited among
representatives of the landownivg oiasses, the Government have delermined to
leave this maiter to tie free decision of tha Uouncil. 'We emphatically hold,
a8 I have gaid, that tho proposal is one which is absolutely just; that if the
Conneil throw it asida, they will lend themsclves to the charge of preferring
the interests of the rich to thosc of the poor, and stereotyps a system under
which a rich man deriving the hulk of his income from i)and, the taxation of
which as such i outeide tho purview of the Bill, is also to get an v..fair advan-
tage i the mntter of gradation rates over a poor man whose incomo is all, nr
almost &}, of n taxable characlor. As I Lave said, we proposs tc loave theso
considerations to the Counc’l. There will bo no oracking of the Governinent
whip, and though officisls can speak and vote, they will do e with full liberty

4
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of consoience. They can approve or disapprove of the proposal according to
their own judgmeont,” ) . :

. The Hon'ble Sir Gangadhar Chitnavis:—"My Lod, my
position in x:eiard to this amendment is clear from the Note of Dissont
subjeot to which I have signed the Report of the Select Committes, Mature
consideration only confirms the suspioion that in the evolution of legislation, to
which we are accustomed in India, the provision now sought to be embodied
in glt_ma 4 Iuay sooner or later, in spite of present assurances, lead to the im-
position of the income-tex upon a noulturaf incomes also. The clause easily
londs itself, as stated by the Hon'ble Mover, to such an expansion, and few
Finance Members will be able to resist tho temptation of exploiting such a

roductive soures of revennc, however opposed that policy ma ge to the policy
ollowed by Government for 80 many years past. My Lord, I sgain repoat
what the Hon'ble Rai Sita Nath Ray Bahadur has said, thut if Government
want to havq such a olause asa war measurs few landlords, with all their
record of snorifice and patriotio seal in . the great cause of the Empire, would
have opposed it, even thongh acquiescence would have involved the abandon-
ment of & principlo and oheriched right for the time being.

“Now, my Lord, agricultural income has so long been, directly or indi-
rect]v, exoluded from caloulation in oporations under the Income-tax Act, not
froth any misconception about the scope and meaning of the provisions of that
Aot. The Hon'ble the Finance Member reminded tho Council the other day
that sgricultural income was liable to assessment under the Income-tax Aot
of the early sixties of the last century. If that income then was expressl
excluded from computation in the later Aot of the eighties, the exclusion, it
cannot but be said, wae provided for advisedly, and must bave been based
upon eome sound principle. It does not, also, appear that thero was any
oriticism of such an exclusion when that exolusion was made. It is, moreover,

nits olear that on the present ocoasion, when this provision has boen inserted,
2\1086 who have doneso do ot scem to have been very happy when' they
.made i, They felt the impropriety of their aotion and, with a view to alla
suspioion, havo expressly pismised this olause with a provision that agricul-
tural income as such will not be assessed to income-tax, I am glad that
in' putting thie clearly in the clause they have not only repeated but confirmed
the practico hitherto followed. When the exclusion was first made’the con-
gideration that was thon paramount in their minds was that, apart from other
considerations, it would have been imprudent to tax India’s greatest, nay,
ohiof industry, agrioulture, when it already prys tax-in the shape of revenue
and cesses, It raust also be borne in mind that it was immediately after the
Mutinythat agricultural incomio was taxed. It was a time of excoptional
dificulty; and it was, with a ‘'view to meeting extraordinary .expenditure,
that this was done, and it was taken off assoon as the necessity had die-
appeared.. No serious attempt has been made, my Lord, to demonstrate how
the principle of exclusion is unsound. 8o far as can be gathered from the
Statement of- Objeots and Reasons, and the disous-ions sinoce_its introduction,
two considerations appear to underliothe olau: . Intho first place, tha adoption
of the vrinciple of graduation in assessmont is supposed (o have so chan,ed the

situation that tho exclusion involves inequalities 'n asscssment and hardship -

npon the other classes; in the next place, tho inequalities are so groat that
they we 11d lead to public clamour. Now, in judging of the yosition, Hon'ble
Members will bear in mind that abstract prirciples, however ~just or sound,
ara not the determining actors in legislation, Laws must be suited to the
enius, 1abit-, and traditions of ih@ people, art nustinall cases bo mOdlﬁt;)d
y speoinl oiroumstauces, In order to seoure public co-operation, they shou’d
likc vise follow the lines of least resistinoe. It is a point worth c‘onsldex‘-;-f-u
fion {hai -tho existing provisiun about exclusion of agrieultural income is
justified by - the fact that India is an ,gm-.ultum.l countty. It was this
provision which probably reconciled peopls to vie income-tax, as othesrwise
the bu'k of the veoplo who pay the land-;ovenue and cesses would have

beon doubly taxcd. If offercd some protection {0 the 80 per cent. of the
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peoply, and has been appreciated by them. A graduatod scale of income-tax
cannob possibly be responsible for inequalities of assessmont of & graver nature
than those very ofton possible under the exigting luw. It is also worthy of
note that the principle of graduatioy has been embodied in onr Income-tax
Aot from the first. "The rates were4 pies Fer rapoe forsmaller incomes aud b pios
for larger incomes. — And it is remarkable that not a voice was heard against a
gystem under which' such inequalities were possible and for a certainty were
noticeahle—inequalities as is obvious, far greater than anuhiah the development
of the principle of gradustion oan causo. The néw soale hasbeen in operation for
two years. And yet Low many complaints about unequal assessment have been
heard during this timo? There has never been any public clamour, except
porhaps aganst the whole imposition and the lownessof tho minimum. The
apprehended hardshli(p to the general tax-payer cannot justify & departure in
Kolicy—-when oven if there is any hardship at all—it issolittle felt that nobody
as even thought of complaining about it publicly before now.

“ My Lord, clause 4 is also to be condemned for the cogont reason that it
dofeats tho object of Government as sot out in the Statement of Objocts and
Reasons.  Wo aro assured that the objeoct is not to tax agricultural incoms, but
the clause will have the sure effoct of taxing, indirectly itis true, but taxing
all the same, such income. The difference hetween the lower rate charged
upou non-agricultural income at present and the highor rate to be charged
under the new provision by taking into account agricaltural income is an
indirect tox upon agricultural income. The broad fact cannot be disguised by
any subtlety in argument. In business praotics this excess rate will have to
be deduoted from incoine for which it becomes assessable, and thus defeats the
princii)le carefully laid down and ropeated io the first part of the clause that
agricultural income will not be assessed. If it is deducted from the other
income, then the tax is subject to the anomaly that the assessce will bo made.

_ {o pay more than what others similarly circumstanced will have to pay.

“ My Lord, the tax is also objestionable on account of the fack that ascor-
tainment of agricultural income, even for the purposes of fixing a rate, will,
lead to much greater harassment and inquisitorial inquiry than the ascertain-
ment of non-agricultural income, and will be a constant source of trouble and
barassment to the assessees, whose number, according to the present Bill, will
be much greater now than before. It is remarkable how ha.rsgly this systom
of inquisitorial proceeding works in Prussin. Reinach, in- a discussion 1n the
Prench Chamber of Depu.ics in 1908, stated that in Prussia they have been
obliged to resort, for purposes of inquiry inconnection with incomne-tax assess-
ment, to an intolerabls espionage and a degrading system of iuformers. They
interrogate caterers, neiggbours, servants, children ; they kéep account of the
dinners that sro given and of the cigars that aro offered to the guests. It is
with a view to save peoplo from such obnoxious inquiries and to minimise
tho worries from income-tax assessmont of such a large class 1s the agriculturists,
who already periodically suffer from the harassment of settlement sta'f at the
timo of every settlement, and who already pay land-rovenue and ocsses, that I
beg to support the amendment. *’

The Hon'ble Raja Sir Rampal Singh (—“ My Lord, in rising to
extend my wholo-hearted support to the amendment moved by my Hon'blo friend,
Rai Bahadur Sita Nath Boy, I cannot holp expressing my regret on the con-
tentious provision embodied in the latter portion of section 4 (I) of the
Bill and on the controversy which it has given rise to. I am glad the
responsibility of framing this provision in & consolidating Bill does not rest
upon any of the nor-official Members of this Council, and 1 oould only wish
that the Government, would have beon better advised not to have wade &
departure from the principle they have been adhoring to, I, initiating in the
above-inentioned section a new method—rather a novel method--of dotermining
tho rate of nssessment on assessable incomes of agricultural and landowning
olagsca. (¢ will show in what direotion the wind is blowing, and will agil.te
and open the eyes of those who as a clas, I should say, a most important,
serviocable and loyal classin this country, have heen slumbering und:r g
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Sﬂnste of self-complacency that justice will run on its even course, and that the
protection of their nihts does not require any cxertion on their part for their
mainienance, They have implicit confidence in the sense of the justico of

Government and are still im pressi itation3 :
0 obatn ot ro still under the impression that no agitation is needed

“ My Lord, in 1886, whilo introducing the License Tax Amendment Bill,

Bi‘tm ..A_L_uokland Colvin quoted a passage of Sir John Strachey, which runs

¢ It would be hardl possible {o maintain the cesses on the Jand if the
tax on the trades wero abolished. It might be moro possible to defend the
ab'oh'uon of cesses on land and {ho waintenance of the tax on trades,’ aud then
said ‘ what was said by 8ir Jobn Btrachey in 1880 is equally applicable now.’
M{ Lord, in 1918, wearo told by the Hon'ble Finance Member 1n charge of the
Bill that * Even if we wero lo tax agricultural profits now—which we”are not
proposing to do—it would bea mere question of oxpediency.’ Mark what a
ohangel A . marvellous change! In fact quile a reversal in the policy within
a period of 31 years.

“My Lord, the objectionable portion of seotion 4 (1) Lias given riss to

much anxiety and unensiness and will bo a oauso of discontent to the land-
holders if allowed to stand in the Bill when it passes into Law, Tho very
day when tl;o. Bill was introduced in this Council, sérious objection was taken
to this provision, and sinco” then that opposition had still more gained strength
by the facts that have come to light from the Finguolal Btatement and by the
strong disapproval with which it has been received by our constituencies.

' “It is said, my Lord, that the Bill does not aim at raising money but -
in effect it does, and at a time when 1o special necessity for such an addition
to our -finances hes been - definitely shown to the Council. We have not to
faco any defloit this year, and'it is expected that no financial diffioulties will
have to be met next year. I will not dilate more on this point as the inad-
visability of adding moro burden upon the shoulders of tha poople, whether by

- direot or indirect taxation, undor these ociroumstances was foroibly urged upon,
the Council when the Fill was introduced.

- '“ My Lord, I will not at present say anything whether land is saored and
should remain immune from further such like imposts and whether the land
revenue is land tax or rent. ‘I'hesu are subtle questions requiring the ingenuity
of politioa] economists for solution. But I cannot refrain from rtaling one faot—
a bare fact—and inviting the attention of the|Council and your Excellenoy’sGov-
ernment towards it. It is this that the landholding class—no matter whether of
temyorarily settled or of permsnently settled areas—do olaim strongly and.
rightly that no dircot or indirect onoroachment can justly be made upon the
customary margin of profits that they wero enjoying before the advont of the
British rule and that was implioity or explicitly guaranteed to them ‘b{ the.
engagements into which they ontored with tho Government. I will not
enter into that history. Ifisa longstory. Now, wy Lord, the above men-
tione? provision of the Bill docs eucroach upon that right., My Ton’ble Irien
will urgo that it s not propc.ed to add any tax onland,. I fuil to compre-
hond bow, when agricultural jnenmes will bo taken into account in-determin-
ing rates of assessment, it 8 not taxing land, indiretly thoagh it may bo.
Had this heen a War measure we would hays submittod to it without raising a
voice because we are pledged, rnd in our own interest, to oy.lly ec operata
with the British Governmont ia bringing ihis war to & victorious end ; bub
ilis is not the case; Tho Bill, which wo are about to pass, will atand on the
Btatute-book permsnontly.

My Lord, a great _wincijuo i involved in ‘hu section above . referred
to,and I fecl 1 am Justly entitlod to ‘heg the Cuuncil to acevpt the amend-
ment that has heen woved. Ifis notin /a2 interest of big landholders that I
am spesking. Sninll and petty landed propriotors, whose number ig vory con-
siderablo and oven tenants and c-:ltivators would ho alfected morc adversely and
harshly by the said p-ovision thau hig Zareindars. Yven heavily encumbered,

(1]
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proprietors will not escape from the purview of the section. Petty proprietors
reahsinﬁ the unreliability and the vicissitudesto which their properties are sub-
jeoted, have begun to enter into other professions and businesses as well. It
would be an casy matter for assessing officers to bring to tho presoribed mini-
mum thoir agricultural incomes by adding together the ronta they realise “from
their tenants and the estimated value of their agricultural produce from their
#ir lauds under their cultivation for assessing their non-agricultural incomes
with higher rates than otherwise they wouldiave beon assessed.  Similar will
be the fate of tenants and caltivators, Big propsietors may better bo left out
of consideration because they are gradually becoming an cyesore to the socialis-
tic tendenoies of the presont ago. Is it not in-explicable, my Lord, that on
one side the Government prompted by the beneficont motives of duty affords
rolief through the agenoy of the Court of Wards to enoumbered pro&)rietora and
on the other side by the above mentioned soction will add the burden of taxa-
tion over them ? 1 am afraid and my fears are based on the experienco that
I have of such mat{ers that the said provision will give s good handle to
-patwaries, kanungos, and others to harass the people of the rural arcas by
over-estimating the profits of agricultural produce in order to make non-agri-
cultural incomes liable to be assessed by higher rates.

#1 admit, My Lord, that laud was taxed under the Income-tax Act of
1860, and similar might have been the case in subsequent Acts. My submission
is, and on strong grounds, that the prineiﬁle of levying income-tax on land was
8 wrong principle, and the Government themselves changed it and rcotified that
error in 1886 by the Income-fax Aot of that {ear. Unless there be any speoial,
emergent and imperative necessity, my further suhmission is that it will be
improper for the Council fo repeat & bad precedent of 1840 which the Govern-
ment themselves have discarded in 1888.

. “I may, in passing remind the Council that }886 was a deficit year, while

this is a surplus yoar. In that year the Government were under the urgent-
neceesity of adgmontin;s their resonrces. But on the consideration that every

bit of land was taxed with land-revenue and cess, even under thoso ciroum-

stances justica provailed and the incomes from land were deliberately excluded

from further taxation under the Income-Tax Aoct.

“ My Lord, whenever the question of levying any furiher tax on land-
holders arises, it is more than often forgotten what furthor unavoidable cherges
besides ravenue and cesses they have to meet from their incomes, and what
scrvices they have to render to the Btate entailing still further calls upon
their purse. - -

* My Lord, the Hon'ble Momber in charge of the Bill has laid great stress
on equalising the rates of asssssment on landbolding classes with those on other
asgessces. I am afraid the Hon'ble Member has not paid due regard to all
thaso considerations, - "The argument of equity 4nd justice pmsse& 8o forcibly
and ostonsibly in support of this provision does not hold good. Was there no
thought paid to equity and justice whben agricultural incomes were excluded
from the purview of lhe Income-Tax Act of 168037 'That Act,too, provided
for a graduated rate of asseasment. i'rom the specch delivered by Sir Auck-
land Colvin at tho time of introducirg that Bill from which I have already
made a quotation above, it is apparent that that Act was passed to make rates
equitable. Land is soparatoly taxed with land-revenus, and the income arising
thereicom -is ouly an income accruing after the payment of a tay or rent or
by whatever name it may be called, and so an Income-Tax Act ought not to
apply to such incomes-either directly or indireotly. Are nof the ucsses and
rales on overy land owner, from the smallest to the biggest, a kind of income-
tax in another shape? If that is not o, I question the justice of their levy. In
the end, with due respect I must express my surnrise for thero being no provi-

“gion in the Bill for dotermining the rates of assess:nent of the assessable incomes
of those who may have large properties 2nd incomos outside British India.
My T.ord, will things bo zilowed to come to such a pass as far as the lond
owning classes arc conoerncd 5 to make the old Indian saying mors or jess
applicablo that cight pumpkins for sale and 9 tax gatherers to take onc ench.”
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The Hon'’ble Maharaja Sir Manindra Chandra Nandi
of Kasimbazar :—* My Lord, I beg to accord my hearticst support to the
amendment which is now beforo us. It appears to me that two quite different
pnnoxplos have been sought to be incorporated in seotion 4 of the Bill to
consolidate and amond the law relating to income-tax. Tho section begins by
stating that- ¢ dgricultural income shall not be chargeablo to income-tax,’ but
it continucs to lay down the provision that ‘such income in oxcess of
81,000 which has been received by an assessee in the previous year shall be

taken into sccount in determining the rate at which the tax shall be levied on-

any income otherwise chargeable to income-tax under the Act’. Now, my
Lord, I beg to state that these two are not consistent propositions, and should
not find & place in any Aot whioh does not sock to cast to the winds the
clementary principles of jurisprudence. Sir William Meyer -cannot ia
tho same breath and in the same section of an Aot exempt agricul-
tural income from the operation of -the income-tax, and also inoludo it
within the other incomes of a person for the purpose of raising the rates
at which such an assessee ahouFd be oalled upon to pay the taxin quostion.
It is no statesmanship to blow hot and cold at tho samo time, If Sir William

Meyer or the Government of India are anxious to tap anybody’s agrioultural

income, they should do it in & more frank and straightforward mauner rather
than by laying down a proposition, to begin with, to the effeot that such incomes
shall not be ohargeahls to income-tax. My Lord, in a ocountry like Indjs, a
straightforward polioy always appeals, and every man who has any large agri-
cultural income would be only too glad to come forward to help the Btate at a
time of difficulty if only the Government would want it in the right way. But
Bir William Meyer distinotly has given us to nnderstand that he does not intend
to raise money or revenue by this new Aot. Then why, my Lord, should an income
which is o be exempted on principlo from the income-tax be made to swell the
figures, though in a very indircot and inadequate way, of that tax? Underly-
ing the seotion in question there run, therefore, two conflioting ideas which can
heither bre reconciled nor justified. Their juxtaposition in thesame Aot would
.bo & blot on our Statute-book.

«  “My Lord, my second reason for supporting this smendment is based on
the higher ground of equity. We have been told, my Lord, that this Act has
been framed only with a view to consolidate the law on the subjet, i romove
inequalitics in the incidence. of the income-tax, and to ro-adjust existing
anomalies and differences. My Lord, in bringing ggrioultural income within
tho purview of the Act for the purpose of determining rates of assossment, the
authors of this Aot have evidently forgotten two very important condi'ions of
Indisn life. Onecisthat agricultural income does not at present possess any
immur 1y from taxation, for, in addition to the payment of the necessary
land-revenue, which in . some parts of the country comes to uearly 50
per “cent. of the sotual income, it is also chargeable to road-cess ‘and
public works cess and some other minor oesses, and, a8 such, it does not
esozpe fror countributing towards the cost of the aduinistration, and there
is thereforo no injustico to remove when it is not direotly ohargeuble to
jncome-lax. Agrioultural i-come, from time m_xmen.)orga.l,' hns_ been associated
ﬁith“many heayy and onerous domestic and §ocml liabilities in the 8Cono:ay
of Indian life, while iucomes from the p.rofessions, trado, commerce or industries
are comparatively frco froi them and aro not chargeable to any.other Iinperial
6r Provinoisl tax. That makes a world of difference n india, and should be

duly taken note of by all men who are sntrusted with the task of making logis-

e or us,  Var from yemoying any unwholesome privilege, tho Act would
'zi?xtf;nl;e ;fl(?iZg {o the burdens of an already too ov:zrburgoned community.
In that sense, section 4 seeks fo yiol.'_itu + golden rulc_s of aq_uxty gud qz;n '. OIha'mI:
no moral justification, The sevond imporlant condition of Indisn hdqt.w io
the' framers of this. “dcb seem to have overluvked is the tradition of

i i ingpi ' f pormancutly settled
+ ot Tability which has prompted and inspired owners of p :
:Xtogg]i);]tge country tg {urn, in the language of Xays, the m.\thf)r of la vei
iuicresting history of the Fasl:India €. mpany, laxgo {racts of waste and forest

-
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lands into cuitivated areas, and fo [iee, as the late Mr, Rames Chandra Datt
so clearly proved, whole provincos from the grip of periodio famines. My
T.:1d, I myself do not think that the Bengal Regulation I of 1703 is such a
sacrosant dooument as, for reasons of state, cannot be tampered with, but if it
has at all got to be treated as any other ordinary law of the land, lot it be done
on very sufficient grounds and in a very straight and frank way,

“My Lord, in sootion 4 of Lord Oornwallis’ famous Ro%ﬂlation of 1798
ooour the following words: ‘no altoration will be made whioh they (the
Zamindars, eto.), havo respectively engaged to pay, but they and their
heirs and lawful successors will be allowed to hold their estales at suok
assessmont for ever’ My Lord, I will not try to read into this clause
any interpretation of my own, for the words *will bo allowed to hold their
estites at such assessmert for ever’ cannot be twisted to hear any other
meaning than Lord Qornwallis had of them in India and Pitt in England. The
understanding behind the words is too serious to be lightly thrown away for
the purpose of an indireot and insufficient assessment or under cover of remoy-
ing inequalities or adjasting inoidenoo of taxation.

“ My Lord, three important points emerge out 'of the discussion on this
subject. The one is that agricultural income enjoys no such immunity from
taxation which may be cosstrued into & grievance by any class of people in
this country. The second is that section 4 contravenes somo of the most well-
known principles of jurispridenoe and equity, and the third is that it treats
with very scant courtesy onovof the most important charters given by some of
the earliest founders of the Ipdian Empire to men of my class. I would, there-
fore, ask the treasury benches to be so good as to accept the amendment now
before the Couneil, and remove the sense of uneasincss which has exercised our
mind for some woeoks past over this nnfortunate section.”

The Hor'ble Rai Bahadar B, D, Shukul :—" My Lord, in offer-
inga few observations on this amendment, I may at the very outset poinf out that

I do nob belong to the pormanent settled arcas. "Hence, I refrain from touoh-

ing on that aspeot of the question as to how it would affeot the landholding
classes there. I come from the temporary settled areas, and I think it to be
my duty to convince this Council as to how unfairly the operations of this Aot
will aflect those residing insuch areas. With duv deferonce to what hes fallen
from the Hon'ble Finance Member in his reply to the Hon'ble Mover,I beg
to submit that I am still lsft unconvinced of the cogency of his arguments.
“It is unfortunate, my Yord, that the Government should have seen their
way to iusist aupon retaining this clause which is of 8o controversial a nature, at

this time of strain and general anxiety. The whole Ludy of landholders from _

one end of tho country fo the other are opposed to it. Bince the introduction
of this measure, wo have received. & number of letters, representations and
talegrams from the various bodies representing the interests of agrioultural
olasses in this country. They are all unanimously opposed to this olause on
principle and they strongly press for its deletion. .They regard it as highl
rejudicial to the agricultural and industrial intsrests of the country and thin
1t most incquitablo, I further wish to point out to this Council that this is not
merely the opinion of the interested agrioultural olasses, rather this is what has
been clearly urzed by some of the respectable Chambers of Commerce who havo
given expression to their opinion iu a similar straiu. ‘%he Bengal Chamber of
Commerce sato that ‘the policy adopted in the DBill cannoi be justified by
any principle of equity. The Committes strongly protests against the
principle of bringing the agricultural income in any way . within the purview
of this Act! ‘Ihey furthor go on to state that ‘the Commiltes live observed

with satisfaction that people baving large agricultural incomes have been:

extending their activitios to industrial and commercial lives. The aotion of
the Government as proposed in the Bill will have a ohilling effect on such

«
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uctivities and restrict their extovsion on other tham agriouliural lines.’
Siailarly, the Bouthern India Chamber of Commerce express as theic
deliberate opinion thatit will be neither just nor expodiont {o subject him
(cultivator) to the vexatious interference and inquisition of income tax officers, -
& course whioh in our opinion is bound to aggravate agrarian discontent.

“ My Lord, after having received definite and olear opinions like theso
from altogothor disinterested bodies, and after the emphatic protests ontored at
the time of the referonce of the Bill to the Select Committes, not only by the
Imm}holder mgmbers of this Oounoil, but alsoby our talented friends repre-
senting other interests, such as the Hon'ble Pandit Madun Mohan M alaviya,
Mr. Surendra Nath Bannerjea and Mr. Khaparde, this objectionable oclause
would be deleted frow the Bill by the Select Oommittes, and it is a matter of
keen §1mpp0intmeut to us all that the same has not been done. Thc Selegt
Oommitteo has thought it fit to retain this clause on the ground that ‘It is
a mnecessity, if graduated income-tax is colleoted on an equitablo basis.’ The
Hon’ble Pinance Member has reiterated the same argument just now. With
regard to this L have only to point out that with a view to be fairand just to one
Interest, you should not be unjust to the othoer. Bo far as the agricultural income
is concerned the principle of graduated amount is already applied to it autora-
tioally in the temporary settled areas. At the time of the fixation of rents and
revennes, the persons holding different kinds of lands have to pay varying
rates according to different soil—units, fixed by the Bettloment Officers. 'he
owners and ocoupiers of inferior lands have to pay & less amount for the same
ores than that paid by the holders of sugerior ones. Then, again, the
tenants and landholders are classified according to their financial condi-
tions under different heads, namely, A, B, C,and D and the aversge rate
arrived at is reduced in the caso of such tenants and landholders as are
not in good condition. Is this mob afact? Is this not in itself & graduated
soale? Let any one aoquainted with the working of the Beitlement machinery
.contradiot this ard I shall bow to his decision. When the wealthier landholders
have already to pay higher rates than those who are not so well-off, I fail to
understand;how could the same income be fairly taken into account again for
the purpse of graduating the income-tax in the case of taxable incomes.

“My Lord, I hope the representatives of other interusis in this Oouncil
will not “object to the deletion of this clause. They will not please forget, as
pointed out by the Hon'blo Maharajah of Kasimbazar, that we the agricl-
turists including Zamindars and Tenants have already to parj with moro than 60
per cent. of our agrioultural profits to the State, in the shape of land-reverue
and have furiher to pay other cesses, such as Education coss, Road cess, and
Post Office vess. Uan sny orie,say that the proceeds from these imposts have
been ulilized solely for the henefits of the agriculturists ? Is it not a fact that a
substantial portion of these go to add to the comforts and conveniences of
other olasses and have the cultivators ever grudged that ? Thus in viow of the
the fact that landholdera have already to pay more than other olasses and that
they have various other obligations to discharge towards their poorer tensni -
during the timo of famine and distross which others have not, is it not a real
Liardship to themthat thoy should be cor pelled to nay more th@n other business-
men, simply because of tﬂeir agrioultural incomes?  Well, my Lorxd, we are
again and agaiu being reminded that the agricultural “incomes will s'u‘xll

- continue under exemption; they will ocly be taken iuto acoount for {'s
urposo of dotermining the rate of assessment on he {axable income and the
andholders will not be logers, and thic is what wo are unable to unde:stand :

Will not a Iandholder business-man have to pay an additional ‘ mta over and.
aboye what would ba paid by & zon-landbolding business-man ? To illustrate this

an instance may be given of two persons—A and B oth carrying on the samas |
business and deriving the same income, &8y Rq. 10,000, "of those A. happens
to bo a landholder, with a gross 2 nuult‘.n'e;l income of Ra. '50,000.1 ‘Unda}'
tho. present inoome-iaX, Toth will have lo pay at the _eam?h 1&-\:6 al,f%'
the samo sraount, namely, Ra. 463 5t 9 pies per rupce but under .,_}o pm{mmf.
Bill A, who is a landlord, wii heie to pay us. -8,760 .-:!fllb ’:’1? 1571 '3“("-0
ong auna per rnpeey while B, who is not .a landlord, Wil pas bt
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vnly. Thus, although agricultural incomes are said tobe exempted, yet
in fact they have been indivectly taxed to the estent of Rs, 8,282 noarly
7 por ocnt. of the agricultural profits and this is what we take a very
strong cxception fo, as a matter of principle.

“J have to say one word more as regards the aspersious oast against the
landholders with regard to our attitude of opposition towards this partioular
clauss of the Bill. Itis said that at this time of trial, when the Empire
is involved in a deadly struggle, and stands in need of more money, tho
landbolders are unwilling to accept this olause, as they do not wish that their
pockets should be affected. Well, my Lord, I emphatioally say that it is not
80, So far as the Statement of Objects and Reasons of this picos of legislation
can reveal, this Bill has not been introduced as a war measure to raise more
funds. But if that be so, lef the Hon'ble Member in charge of the Bill state
frankly that he wants more money for the exigencies of the war,and I on
behalf of my landholder friends here in this Council and outside will sssure
him that a statement to that effect will-disarm all oppositions and we will ‘be
prepared to subject ourselves to as much additional burdens, as may be neces-
sary, for the sucoessful prosecution of the war. DBut it is beoause wo honestly
believe that this is not a war-measure, because we think that the introduction
of this novel principle is merely a-thin end of the wcdge and has come to stay
permanently 1n the Btatute-book, and because we notice that it has already
canged a great mischief by creating alarm amongst the agrioultural classes that
we bave opposed if, and we carnestly hope that the clause will bo deloted evon

at this bolated stage.”

The Hon'ble Khan Bahadur Saiyed Allahando Shah:—
“ My Lord, the amendment proposed by my friend the Hon’ble Rai Sita Nath

" Ray Bahadur has my fullest support. The last portion of soction 4 which

provides that agricultural income above Rs. 1,000 shall be taken into acoount
1n determining the rate at whioh the tax shall be levied on any income other-
wise chargeabﬁ: to income-tax, will form a source of hardship and “J:arassment
to the agrionlturists. The net agricultural income of the zamindar represents
his net profit after he has paid a heavy land-lax on his gross income. As it
has already been taxed onoe, it should not be texed again. Besides, the
income-tax offioers are generally strict in their assessment. They being gencrally
BRevenue Officors, zamindars are afraid of them and would uot dare to appeal
against their assessment, The measure thus, my Lord, will prove to be a
source of harassment for them. Generally the zamindars for want of purchasers
store their produce to avoid conscquent loss whioh will'accrue to them by selling
it at vory low rates, and sell it only when the rates are favourable. It often
happons that in this way tuey suffer also a loss. Their necessities are
numerous and when the Government domand is pressing, they soll their produce
at whatever ratea thoy can get for them. Iam afraid that this transation of
the cultivator will he eonsigcrod by the income-tax assessing department as
trade tro...actiony, and this ordinary income f:om the sala of produce of Iand
will b considered as the zamindar’s ‘ncome from business sources, and he will
thushe liable to income-tax on it, thereby adding to'the already overburdened
and meagro weans of the tiller of the soil. 'Lhe zamindars in my parb of
the province are & «jass of porsons who have not benefited from the BSarkar
on auspicious occasions, such as the Coronation Durbar of the King-Hmperor,
and they ara a'ways lisble to enhanoements of land-revenuo on the occasion of

" every periodical sett:ament which comes aftor ovory ten or twanly years. The

gamindars gonerally |.cing ignorant and illitoratedo not appeal agsinst asscss-
ments, and whatey: r tax is lavied or whatcver thoy loso in the sale of the pro-
duce of land they accopt it resignedly. I commend their condition to your
Lordship's notice, avd in strongly supporting my Hon’ble friend’s mution, beg
to submit it for your Jordship's acceptance, and trust it will be accepted by
Government 80 that zamindars may not have any anxiety or haragsmont af
tho hands of income-tax cMicials,”
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The Xon'ble Mr. Sastri:—~“ My Lord, my Hon'ble friend
Mr. Shukul made an appeal to those in the Qouncil who represent interest
other than the landed interest. I do not reprosent the landed interest, but
what other interest I represont it is difficult even for me to say. I own no land
and pay no land-tax. Imake no income which comes within the Hon'ble the
Finance Member's sweap. I pay no income-tax. I contribuls, s0 far as I can
860, nothing to the 8tute exoept a certain amount of agitation, whioh I am
fiemly persuaded is entirely wholesome. Yet I do robt wish, liko many
who have not, to deprive those thal bave of what they have or any part
of it. I wish tobe just 'to everybody. Lnoking at the Bill with an
impartial eyo, I am unable to discover that it violates any pledges given by
Government or that it prosses unduly on the landed interest. Agrioul-
tural incomes have bsen long exempt from income-tax and under the Bill as
1 see it they will be still exempt from the incometax. Bub it is asserted
that they are indireotly taxed. Are they? I am honestly trying to find out
whether agrioultural incomes are even indircotly taxed. I am unable to
persuade myself that the answer is a fair afirmative. What I find under the
Act is that Ecople who have incomes frora two sources, one of them agricul.
tural, have their inoome rockoned ia a certaia way and the effect of it is that
on their taxable inoome they will have to pay income-tax at a higher rate than
if they had no agricultural income. Now, my Lord, that does not mean that
agrioultural income is indirectly taxed. It is merely taken into calculation. 1t
does not mean that a laridlord who has other income will be obliged under the
new Aot to take anyt:.ing out of his agricultural iucome. The worst which
will happon to him, even .if the highest part of the Bchedule is applied, is
that he will have to pay under the taxable non-agricultural income one anna
in the rupee. Now it seems to me that it is no justification for saying that
the agrionltural income is indirectly taxed. But perhaps what is meant is this,
Although it has not been stated, in my search for the truth I am endeavouring
to put it to myself in this way. Perhaps what they mean is that the State
has a certain olaim on sources of income, and when that olaim is eatisfied,
the State has to ignore what is left of that source of income. If agricultural
ingomes onca pay to the State whai is re?uired of them, whether in the
permanently ecttled or in the temporarily settled areas, then whoa the land-
{ax has besn paid, the Governnent ought entirely to ignore the balance of the
income thet is left ovor; Government have no right to think of it at all,

That is to say, when a mnan bas paid in respect of his land, whalover is duo-

to the State, he must bo considered {0 have no agricultursl income ab all for
other “taxation. Well, thero may bo something in that, and L, have not beard
from the Flon'ble the Finance Minister any roply to that argument. 1f we
say that agricultural incomes are indirectly taxed, it soews to me to be an
over-staloment of the case, But if the case is as I havq stated now that oven
in respect of the iicome-tax Govornment has no right to considur the agri--
ouitural iucome in respect of which the Btate demand is already fully sabisfied,
thore lins been still no auswer toit. But although the answer to it has not
been given, it ocours o mo that there has been surely a certain amount of
inoquality in the working of the incorio-tax whiol the amendmeont under the
Bill now seeks to remedy. ot -
“1 {hi Lord the equily of the case requircs that the amendmen
Biig es::edﬂ'll);ﬂt(l’l;n )}Ion'blé Finm%:e Minister in clause 4 should go through.
And in respect of rarioultural incomeg ‘I am awaie that the landlord:q hero
have ‘put it to us cleatly that if the Btate 18 1n .real necil of. money, or if tho
monay - raitel from ther under the Act is going to bo applied to purposaahhkc
primary eduoation or local sanitation wh‘m_h' they havo ab .hear}f. as'? much ag
anybody olse, they would hav3 no objection to the tax. Their objeof ‘on ?c!em.-;
to reoeivo additional foree becanse it 18 mwze.part of th incomo-!1x, anc 10w
jncome-tax is spent nobody seams to know precisoly boonuse it {r-@sl at part o
the general rovorue. Now these nbjoctions 5t is very difficu tI Ot givan
mﬁafadiory answer, hubt Ircokon, my T.ord, that it ‘:fﬂl be dlm“i;u' bLo ;ﬁgu
satisfacfory auswor in vegpeot «{ any faxation to which people o jeck. b
’]‘16;1'13.19 Tinance Minister referred to tha way in whioh all taxation i+ resisted
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by people who have to pay it, and one remembors the way in which landlords
in Eugland resistod tho super-tax when it was imposed a few years ago, using
oxpressions like spolintor, plundorer, confiscalor, and many in the enjoyment
of princely incomes, who nover knew what to do with their incomes, were
heard to say in both Houses, ‘ well, all our incomes arc taxed away Ly
Mr. Lloyd George.’ Now wo have not heard to-day, Iam happy to think, grievous
oxaggerations of that kind, and I am in a position to pay a compliment to my
landlord friends that in their protests to-day they havo shown a great deal of
moderation. I eay I appreciate that; but notwithstanding my approciation, -
I am unable to sympathise with their standpoint. I still think that as they ave
in a position to pay more than others, the State is laging no undue burden on
them in asking that their agricultural incomes should bo merely taken intoaccount
when the amount of their taxable income is reckoned up.”

13ru.  The Hon'ble Mr. Muhammad Ali Jinnah :—“My Lord, I
entircly agree with Mr. Bastri that the landholders have put their case beforo
the Council with great moderation, Nobody desires that the landholders, or the
gemindars, because they happen to be rich or because they happen to have
plenty of 10noy, should be taxed or attacked in season and out of season,
for raising the revenuo, but, my Lord, I mnust on this oocasion speak out my
own conviction with reference to clause 4. It secms to mo, my Lord, that
the provisions of clause 4 have beon very much misunderstood by the
landholders who are my colleaguos in this; Council and also outside.

“ It is said that the Government is not frank, It is said that you are not
going at this business in a straight manner; it issaid that it is = breach of
faith and breach of - Permanent Settlement and violation of what was said by
Lord Cornwallis. Well, - my Lord, I cannot support any of thess allegations. As
far as the question of the Bengal Regulation and Permanent Settlemeant is con-,
cerned I shall deal with it later on, but I sese no want of frankness, 1 see
nothing but straightforward busivess. Hero is the Bill, olause 4 speaks for
itsolf. The Government have placed it before us and the country. Any one
who reads tlat clause can see at once what the objeot of it is. Of course I
do nof wish, my Lord, to be a champion of the Government, but I think, in
fairness it might be said that clanse 4 is very olear, and what does it mean? It
means & very simple thing indeed. It says, in the first instance, that agricul-
tural inoome is not chargeabls to income-tax. That-does not mean, if I may

" remind my Hon’ble friends there, that the agricultural income is not chargeable
for ever, it only meauns under this Act and nothing more. But while making
that clear, otherwiso ii may lead to some confusion or it may drag in the
agrioultural i:.ine also, it says, “ but it shall be taken into acoouat for the pur-
pose of asseasinz incoine, ” other than agrioultural incore, s0 as to get a higher
rate, Woll now, in the Btatement of Objects and Reasons annesed to the Bill
it is made very clear as to what the ubject of this olause was. Tt says this—

‘ Bot with the present system of income-tax gradation, under which an assessee’s rate of
assessment increases in accordance with ‘his meane, it is obviously equitable that in assessiog
tho rate on which a person shoald pay on his non-agrioultural income, hisincome from
agrioultwe should Le taken into account. . Otherwise a wealthy landlord possessed also of
somo non-agriculfur2l income roight pay on latter ab rates intonded only for the poor.’

Accordingly the Bill provides for tho ‘inclusion of net agricultural in-
come’ in ‘tolal ivcome., Therefore the object of this clause is a very simple
one. The normal rate of incomec-tax under this graduated scalo is ono
anns, hub & concession is made in u graduvated scale in favour of the
poor, and if you look at the soale, which is givea in the Bill, it ‘s
clear how it rane.  You start with 4 pies in the rupce and you go up to one
anna aoccording to the income varying from Rs. 2,000 to 25,000, ‘iho whole
object of that is that the normal rate is ono ar :a, but thereis s concession
meis in favour of the poor, Well now I have not yet heard first of all -vhy
the zen:indars, who get large incomes, should: not pay at the normal rate of one
anna, and that is a guestion whioh ¢he oponents of this clense 4 have got to
angwer. It is not correst to say that they will have to pay super-tax as far as
I vuderstand this Bill.  The question of supne-fax is nob touuﬁod hy clauso 4.
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All that they will be liable for under the Act would be to pay ab the rate of one
;‘llxma at the very most and nothing more. Thercfore, my Lord, it seerus to me
hat the Bill, loc-ced at from that point of view, and that is the only point of view

it seoms to

mo it is, to use the words of the opponents, in consonance with

the principles of jurisprudence and eﬁuity aud not opposed to them at all,
¥

But grave

fear in the minds of my Hon'blo colleagues here is that this is, 98 it

were the thin end of the wedge, and that it is doing sometbing indi

: : , ng indireotl
whioh you dare not do direstly. Well, now, my Lord, ifgthis is equi%able. if Uliz
13 just as I have already explained that in my opinion it is, what is the answer

to it? Onmn

what ground can this be resisted ? -Tho ground that is put forward

in the first instance is that agiicultural income is not taxable, and therefore
what you cannot do direotly, you should not do indirectly, Now is thisso. Is
land not {axable ?

~ “Now,

my Lord, I may remind the Oouncil that in 1860 the Income-Tax

Aot was passed, and that Aot included income derived from land, which was

taxed direct
T wish that

ly. I +it', this quostion had not beon raised by the zemindars and
they had not put their case s0 high as they-have done. But as, my

Yord, they have done it, I think an answer is necessary, and I will point out
that whon that Aot of 1860 was passod the Government, ):;ho then hal:l before
them the ‘Regglatxon of 1708 took this position. This is what was said on
behalf of the Government by Mr. Boonce ; I rofer to the proceedings of the

Couueil in

1860. ‘Now in the first place he would ask the OCouncil

to look to the terms of Regulation I of 1798 which legalised the seftle-
ment of estates in Bengal. 'The deolaration made bj this law was this,
that the zemindars, {hoir heirs, and sucoessors should hold their estates for
ever al tho asecssment which by -the Settlement they had engaged
to pay; and the olear purposo cf this declaration he took to be that the
re-as;essmentl of the estates in question was for ever barred : Regulation
L of 1798 undoubtedly was an ample and complets guarantee that no
‘ro-settlement of the estates reforred to in the Law should ever take effect ; but,
on the other band, it seemed to him that the Law gave no guarantes that the
proprietors of those estates should never ho oalled-upon to aid in the rolief of

tho future

neoessities of this Government, by contributing according to their

means or incomes, It was almost superfluous bo say that no such provision
was contained in Reﬁzlation' I of 1798 which, he might repeat, did no more

than perpetuate the

vonus Settlemont whioh had been alrcady executed.’

“Then, my Lord, he further goes on to say—
¢ But it seemed to him that tho argaments relied upon to lupporﬁ the* clajms of zemine

dars to be exe
in the State a

mpted from the present Bill pointed more to .the rights vested regpectively
nd in zemindars previous to the Permanent Settlement than to that Settlement

iteelf ; for exawplo, in the potition present:d to this *Council by the proprietors of Per-
manently Seltled Estates, it was stated that tbe revenue paid to the Governmenl was &
deduction made from the gains of landowaers ; and again, in the 20th paragraph of the sawuio
potition, that the tax (that is, the revenue) was takon from the landowner for all tire, and was
a permanent diminution of bis property and capital. The right acsorted by the zemindars in
theso words seemed to him to go to the root of the matter.  Waa the revenue assessed a tax in

the sense here

assertad, that is, & deduction oharged upon tho profits or gaine of zomindars and

diminishing their gains to the same extent, or was it levied in virtue of a substantive and

paramoun
point. L

wera these, that —

t titlo vested ‘o the State 7 “’he Law of 1798, he thought, left mo doubt on .his
ot hita refor the Council first to Regulation 19 of 1703, of which tho fiz:b words

\

* By the uncieut law of the coantry, the ruling power is entitled to a certain proportion

of thé ,prodn
caustom,

of 1793
“ Now,

tihat bas heen adva

Governmen
stand, beeat

¢ Hore obviously the rx'gfut to rovenno From land was said to
pod not to be a deduction by way of tax [from the profit of
the Council will fiud tho samo fact brought out in still strouger]

ce of evory beegak of land, demandable in money or kind, accordiug to- loc.\l'

lie inheront in the State
the proprielor of lind, aud
ight in Regalation. VIII *

my Lord, if this position is & - rreoct one, then the ar, yment
ncod, and rather emph-lically advanced, parmely, that the
b of this country hzs noright to tax agricultural inccno, cannoh
1se it is ouite clear that in 1860 it was so done. Then, -1y Lo,
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it does not stop there. This Aot of 1860 ceased to operato in 1866, AsI
understand, my Lord, that the Income-tax Act is really broughtinto operation
becausa the Btate requires ;uoney and this is one of the modes of raieing the
revenue whioh the Btate requires, as soon s that necessity disappesred tl_xe
Act ceased to oporate in 1865. 'Then, my- Lord, in 1867, the Act was again
brought into operation, and that Act excluded agricultural income. Rut
again in 1869 what is known as the Cortificate-tax Aot was converted into a
general Income-tax Act and that again included agricultural income,,..”

The Hon’ble Mr, S. N. Bannerjea:—“Dil that Act exclude
agrioultural inoome ? "’

The Hon'ble Mr. M. A. Jinnah :—* No. The 1867 Aot excluded
agrioultural income, but the 1869 Aot included it again.

“Then, my Lord, it scems that again thers was no Aot in operation
for some time, But in 1877 the License-tax Act was brought into opera-
tion and then in 1886 that Lioense-tax Aot was amended and the Income.’
tax Aot of 1886 came into operation. Therefore, 1ay Lord, one of the
arguments which was advanced by my Ilon'ble friend the Maharaja
of Kassimbazar, namely, that this was a violation of the Pormanent Settlement,
cannot stand. The noxt argument, with which I have already dealt,
was that clanso 4 is opposed to the prinoiples of jurisprudence and equity, and
ocannot stand. His next argument was that this will give no immunity to the
agricultural income, which really comes to the same thing. Therefore, my .
Lord, I submit that no case has been made out on that ground at all,

“Then it is said that if this Bill comes into operation there will bo a tre-
mendous harassment caused to the landlords in the working of the Act. Well,
my Lord, so far as that is concerned, I seo that an amendment has already

. been made ir that clauso by the Select Committeo which pcobably will,to a
very great extenf, romove that complaint. But still if there is a certain
amount of dijiiculty in carrying out this Act, then, my Lord, if Hon'ble Mem-
bers wero anxions and really wished to avoid that, I am sure, if they had
brought in an amendment which would have appealed to this Council, that
amendment wcld have been acoepted. But it seems to e, iny Liord, that that
in merely one of the arguments employed in order to get ‘rid of clause 4, and
it docs not secm to me fo be a real grievance. If it was a real giievauece, I
am quite sure that, with tho exporienco at the back of 50 many Hon’ble Mem-
bers, an amendment would have been brought in to put that difficulty or that
danger right. : '

“ Well then, my Lord, what is the other ground on which this clause should
not be accopted by this Councid. These aro the only important arguments.
But then the Hon'ble Mr, Shukul said if it was neccssary, if the Sfate requir-
ed monvy for the purpos¢ of the war or wome other exigency of the Biate,
he would beo.ly tooglad to acquiesco in this clause 4. 1t is quite correot, as
far as I understand, to say that this clauso was not introduoed for the purpose
of getting meiuy. I believe, and as far as I can make out, very little” money
will after all como into” the coffers of Government through this provision.
He said that if it was necessary for tho presecution of the war the Government
should have ci:me forward and said so, and probably in that case they might
even directly tax ogrioultural income, and 1 cm sure Mr. Shukul would be gtfad
and many other lanaholders would be only too glad, to submit to it. But just ae
you would sabmit to that, may I not appeal to my Hon'ble friends here that
you ghould also consider whether it is equitahle, whether it is just, whether it is
fair and, if so, should you not submit to that ? On what ground oan you ray it is
not fair, it is not cquitable ; and if it is fair, if itis oquitable, and jusl as you
would submnii to $k. demands of the war, 80 you mustsubmit to the claims of
jnstice. It hore you bavean income-tax, which has for its principle tho gragua-
ted tax, then by what reason can you say that a landholder who has got alarge
income from agricnltv:al sources should not pay the higher rate ? Then, my Lord,
it was said that you will } ovent industiy and commcrce being helped by
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landholdors. Well to that the Hon'ble Member in charge of the Bill has
already replied. But, my Lord, it is not going to be ruch a sovero calamity
sfter all, beoause really it will only affect those landholders -who have got
large incomes;; it will not affect tho laudholders who have small incomes, If
you have a small income, you will not bo taxed; but if you have a big
agricultural income and at the same time aro making money in other direc-
tions, in industry, in commerce or money-lending, eto., and your total income
is Rs, 25,000 and upwards, then you are required to me at the rate of one
anua, I really cannot sce why my friends should grudge paying at the
normal rates and why they should raise all sorls of fears which are quite un-
necessary ; nor do I understand why thoy should have raised such a hugo issue
at this moment as to whether the Permanent Settlement can be touched or
connot be touched, or whether agricultural income can be taxed or not.

My Lord, I opposo this amendment entirely.”
The Council here adjourned for Lunch till 2-36 ».ax.

The Hon'ble Sir G¢:rge Lowndes :—* My Lord, I weloomo s.s5 r.v,
the opportunity of speaking on this amendment, because I am confident that
the provision which we have madein tho Bill by clause 4 is & juct one, because,
in my view, it is essential to the fair working of a graduated income-tax in
this country, and lastly, beoause it is a matter of great importance o tho Govern-
ment to know what attitude is to be taken in this Council upon a question of
such importance, aod if I may say s0, at & moment of such 1mportance in the
politios of India. I propose to rcfer in the first place to the speech that was
made, when the Bill was introduced, by my friend the Hon'ble Dandit
Madan Mohan Malaviya, The Ion'ble Pandit oharged us, if I may uso the
word, with bringing in this olause as a device for further faxation. 1 use his
own word, My Lord, that is language which the Government must repu--
diate..,....”

The Hon'ble Pandit Madan Mohan Malaviya:—"May I
tise to a point of order, my Lord, to point out that my friend is not quoting me
correctly ? . I said if you want to tex agricultural incomes, tax it in a straight-
forward manner and not indireotly as you are doing.”

The Hon'b'e Sir George Lowndos:—"I willread the words to
whioh I referred and I think I shall be justified in what I said. They are:—
* By this dovice the rate of taxation for persons who happen to be the unfor-
tunate rocipionts of an income from agricultural sources is raised.’ ‘Devico’
is the word whioh contains the sting to whioh I alludel. I say thia is nof a
dovioe for raising taxation, is nct & device of any kind at all. The reason for
the insertion of this clause in the Bill is » very simple one. 8o long as we had
the old Income-*ax Act of 1886 everybody was faxed at the same rate and
agricultural income was exempted ; it was not material fo d-al with agrioultural
income at all. But the moment you o a step boyond that and have a graduatad
incomws:tax, it is essential {o say one way or the other how agricu'tural incores
are to bo treated. You have eit!:er to give them the benefit of what is really
an exemption intended for the poor, ror you have to bring them in ns we
hiave brought them in under clause 4 of the Bill ~The soherie of tho
Bill, as has been rightly and syn pathetioally pointed out by riy Hon'ble
frien?, Mr, Jinnab, is, Lﬁat we propose to tax at the generel gatoTof one
anpa all round, exactly in the 3w . manner a3 ngdﬂc the FEnglish "neome-
{ax there is one rato for everybedy, witl_x e_xemvtmns for poor people below .
‘thal rato; wa have adopted tho same rinciple, though not in the same form
of words., In this Act the prinoiple is that the one anna ralo is the main rate
applicabls, avd that thosn wlo are poorer .shouid recoivo oceriain exemptic:s,
This appears from ‘e fact that tho cor.. panics pay at theviioanna rate, that fiz v

ay at the one anna rate; that is the main rfl-te. The lmzer rates are alleviatior
in favour of the poorer people and simaller incomes. Thorefore, we wore facod
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at tho vory outset in drafting this Bill with the quostion, °.Are we to allow
agrioultural incomes to como in under these abutomonts for the relief of the
Boorer people, or are we to treat their possossors on the natural and logical

asis that being rich men they shoul({’ not have advantage of the rolief
which was intended for the poor? Now, that is tho genesis, tho wholo
genesis and the only genesis of this clause. Thore was no device in it to
obtain further taxation by indirecl means, norindeed do we supposo that
wo shall get any great additional revonue by it. That had nothing to do with
the object of tKe clause. Tho object of the clause was to meet this difficulty.
Direotly you get a graduated income-tux, you have got to do one thing or the
-other, to treat the big landowners as if they were poor men or to treat them
as if they wure rich men and Jeave them to como in at the one anna rate or any
lower rate according to their station in life and the goods that have been
bestowed upon them. My Lord, thatisall that I think I need say in answer
to the Hon’ble Pandit's speech. It wasa good debating point no doubt to say
that this, assuming it to be a device for tazation, ¢ught not to have been
brought in an ordinary Bill ; that we ought to have waited till after tho Finan-
cial Statoment wasmade, ought to have treated it asa financo Bill fo raise
further taxation; but that only means that the Hun'ble Paudit's objection
would be romoved if we had brought in clause 4 as a scparate Bill by itself.
I am sure the Council would not desire that such a subterfuge as that should
be adopted. - :

“ Passing on to the more important points that arise on this amondment,
one cannot help noticing that there are among the non-official Members of the
Council to-day at lusst two parties, There is a party of progressives and, if I
may use the term, a party of the landlords. I can make no cther division, the
lino of cleavagy is an illogical one and perhaps an unfortunate one, but it seoms
to have been very clearly marked by Hon’ble Members who have already spoken

‘on this amendment. To what I would call the party of progress and from whom
-1 expeot sympathy in every thing I say to-day, I shall say very little. ‘To the
party of landowners, or rather of landlords as I prefer to put i, for that is the
real parly, thers are many things I desire to say in the short time that is avail-
‘ableto-day. The great argument that has heen used isthat this is tho thin end
of the wedge. One expects it, it is a natural argument, and I hope to
meet it a8 frankly asit has been raised. Is it the thin end of the wedgo P
Yes and No. Itis tho thin end of thewedge certainly if that means that
if clauso 4 is tfo find its place in the Act, which I hope we shall pass, the
‘unreasonably favoured position which the landlords now oooupy under the
existing Income-tax Act, now that a graduatod scalo has been introduced, will
-be put an end to. To that extent it 1s the thin end of the wedye, and it is a
wedge that I hope may be driven homo to the hilt. But if it means
that this is merely a prelude to the {axation of agrionitural incomes generally
‘then I sy it is wot. My Hon'ble friend, the Finance Member, has told the
Oouncil more than once that there is no present intention, no present intention
whatever, of taxing agrioultural incomes. But the Counoil will remember the
note of warning that was sounded by him last year and ropeated this year.
If necessity arises to lax agricultural incomes, then theso great sources of
wealth in this conntry, for the necessities of 118 wwar or for other important
expenditare, must bo tapped. I understand from mny Jandlord frionds in this
Council that there is no objestion to taxation on these lines, But inas-
much a8 there is no present intention of taxing agrioultural incomes, thi
argnment of the thin end of the wedge has no real applivation. That has beon
emphasized by my "Ion’ble colleagnes epcaking on behalf of Governinent,

© " BSpeaking for mysclf, howover, I have no hesitation in saying in this
Council that additional taxation upon the larger incomes in this country, from
whatevor sonvee derived, will come under any form of popular goverament
that we may have in the future of India. It will come as surely as night
follows iay. We have been told over and over again of the poverty of the
‘peeple. Do you Lelieve, does any Ifon’ble Member of thia Council believe,
that if you put the strings in tho hands of tiieso poverty-stricken peoplothey
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will eparo the rioh, that they will not tighton up taxalion on every sourcs of
income which is enjoyed by the rich? ~Will thoy spare (if I muy use ihe
expression which my friend Raja Rampal Singh used), will thoy sparo the
landlord’s ‘cuslomary rargin of profit?’ Do you think that thatis likely P
Are a number of the landholder Mombers of this Gouncil contomplating, with the
carnest hopes aud the sspirations that they bave, that we are going to make an
advanco towards po ular government in India? Havo you all asked for it,
havo you pressed it? If you have, surely you have counted the cost. No
popular form of government came to any country yet without an_inorease of
taxation upon tho rich. 1t is the popular party that taxes the rich for the
poor, and you cannot look forward to any advance in the polity of India towards
't!mt goal, to which we all in this Council aspire, wi&out heavicr taxation.
Taxation must come, taxation will vome and taxation ought to come, for it
is only under & popular form of government that you can get real taxation
of the rich for the benefit of the poor. Therefore that party in this Oouncil,
be they landlords only or he they also progressives, must face thisas an
absolutoly essential noopssity of auy progress towards popular government.

“My Loxd, I remember a oertain historical document which has been very
much before us recently, and as I ook round this Council and see the faces of
many of the signatories of that document, I wonder whother thero will bo 18
Indian Members wbo will voto for claunse 4 of this Bill. This is at all events
some test of the earncstness of their protestations You will be judged in the
future by your deeds and not by your words. If you on paper claim to
advanos towards popular government, and repent the moment you flad that
popular governmont means additional taxation upon the the rioher classes of
the country, if you are going to rebol at the first prick of the publiy needs of
which this olause is. only prophetic I tremble to think what attitude will bo
taken by a new Qouncil here under different conditions, when popular
measures of taxationiare brought before it. This is a question of very great
importance. ' '

“ Tt will not be, I venture to prediot, a bureaucratio government that will
lay a heavier burden upon landed incomes, bt when you have any.form of
popular government in this country the rich will not escape taxation on
aocount of their landed interests. When I look at Bengal and remember
the diffioulties of arranging for the future of the province becarise more than
100 years ago the inoreasing incomes of Bengal were pledged awny; when I
am told in this Council that that is a pledge which is binding on any govera-
ment beyond reoall, I wonder how progress in Bengal is to be achioved. Do
you thitk that the great incomes in Bengal will in future be cxcmpt ? I shall
not be here, but I venture to prophesy that thoy will not, Ono of tho first
moves of a popular goverument will bo to put taxation apon those shoulders
that are best ablo to boar it. Income means what a man has in his pooket
alter he has paid all the costs of carning it,—what ha has to spend. If bo
has a big pocket and it is full, a popular Goverrment will not ask where the
money came from ; thoy will taxit. They will want tho money and the
wilF veit. I saytomy laudlord frionds in this Council it is unwiso to loo
forwa.d to any form of popular governmsnt as I believe they do and to
kick at Lo first priok of taxation. My Ion'ble friend Mr. Sita Nath Ray
uged the argument © do vot do Lhis, you will et so very little by it. Bul,
my Lerd, if we ave to get vory little arc not the great landlords going to pay

very little .7 _
The Mon'ble R Si' - Nath Tay Bahadur:— May I riso to
apoint of order to ask whether this disoussion as to wh- “her the peogresive
party will kiok at the pricks is relovant to the question before ns ¥’ "
‘The Hon'ble Sir G r0.ge Lcwndes:—"lam content to lﬁu.v'«{'
the Council to judge bebwern me and my Hon'blo friend. I was saying that if

wo are to get very little, which T frankly belicve to ba t?e case, then g.hn ':r\_eajt
Iandlords are gOil{{?’ {o pay very littlo, aud Lsey thab it is the first tiny priex

that they are kioking at now, -
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This to me is & very great unwisdom. I do hope, and it is my last word in
this connection at all events, that Members will not in the future como to their
Oouncil merely to support class intercsts, to defend themsclvos against every
shadowy infringement of their olasa rights, I want them to come here as
representatives who will ¢ watoh and safeguard the interests of the masses and tho
egricultural population with whouw thaey are in closer touch than any Turopean
officer, however sympathetio he may be’ Bome of my Hon'ble friends will
recognise the quotation. 1 say that if wo are here merely to fight for our own
class interests and to fight for our own pockets, we shall not be doing the great
things for India which have been so often promised.

“ Now, my Lord, I pass on to the definite arguments that have been used
in sapport of this, to me very unforlunate opposition. I will deal first with a
b that was made here by mny Hon'ble friond Mr. Bannorjea. He spoko of
is Bill when it was first introduced with his usual fire aud eloquonce, but I
thought at the time that it was prostituted to an unworthy cause. He asked
very definitely for an answer from the Government whother this was not a
breach of a pledge, a breach of a guarantes. My Hon’ble friond Mr. Jinnsh .
has answered that question, but my Hon'ble friond asked for an answer from
the Government, and, so far as I represent the Government, I give it to him as
straight os he asked for it. I have no hesitation in saying that in my opinion
thereis no shadow of a breach of pledge. The words used by my Hon'ble friend
were * that when a solomn contract has beon made on behalf of Government that
pledgoand that contract ave never departed from.’ I fully stand by those words,
hut i say that the solemn contract has not been made in this case, and if it
has not, no pledge will be violated by tho passing of clausa 4 of this Bill. M
task has beon made easy by my Hon’ble friond Mr. Jinpah as he dealt wit
this question very fully, but I would just remind the Couneil of the position.
This pledge is said to have been given in 1793, whon Lord Cornwallis’ Proclam-
ation was made and was embodied in the Regulation which has been referrod
to. Now the words of that Proclamation, in the first place, are’ significant in
themsalvos. - It declared that the jams whioh had been assessed on the lands
of vemindars and other aotual proprietors was fixed for ever. There is no
mistako aboul the word used. The word *taxation’ was not used or referred
toin any way. Jams is the word which found a place in the Proclamation
and Begulation, and we all know what jama is. Now has the jams ever
been increasad yet? I do not know what your® popular Govexnment
will do, I am not dealing with that. But, as I ray, have we altered, havo we
attempted to alter, or are we now attemnpting to alter it? I say in the next
placo that this is not even indirect taxation of the landlords. That contention
was met by two of my Hon'ble friends, Mr. Shastri and Mr. Jinoah, who
pointed that this is not in any sense indireot faxation, What the Jandholder
has in his richt-hand pocket, as representing his agricultural inoome, will
remain there, but we are going to tuke a little more from the left-hand pocket
which contains his taxable income. We are going to leave in his right pocket
the over-flow of rupecs and gold mohurs which are derived from the land, We
do not want thom ; but we are going to take a little more out of his other
cket, That is not indirect taxation of the right-band pocket. But supposing
it was an indivect taxatica of the landlord, how can wo be precluded from
doing 80 by this supposed pledge? Hon'ble Mombers of this Counocil know
that in 1/93 income-tax was not thought of anywhere in the British Bipire--
not merely in India, but not even in th- British Islands. Tho first Income-tax
Bill was brought in hy Pitt in 1788, five years after Lo.d Cornwallis’ Proclam-
ation ; the first Income-tax Act in India was enacted in 1850. How whea you
make a pledgo in 1783 that the jama shall not be increased can it ho suggested
for a ruoment that you are prejudging what yon may have to do moro than a
hnndred years laler by way of taxation? If is not an increase of the jama ;
it is not even an indiroot inoroase of it. Surely this argument wn the score of
breach of pladge canoot hold water for a moment. Pitt's Tnconc-tax Bill was
introduced in 1708, and it is interesting to follow the debate ou it. The great
cintors of those days tonk vory much the samae point against it whioh has heen
{aken here about tho pledge. It wassaid it wius o hreach of faith by the
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Governmont. They spoke then not for the landod classes, but for thy funded
classos, people who owned fortunes in the fundsand who bsd paid large
sums for annuities which Government had urdertaken to pay them, They
said ¢ This is o gross Lreach of failh; we have a plodge from you that we
shall havo theso annuities which we have bought from you that we shall have
tho wholo suwm ; and here you are taking away o part of it in thc shape of
income-tax.’ Fox put forward this argument witE all the eloquence that he
was worth. The answor to it was possibly two-fold. The direct answer which
was wnade by Pitt was this. Ho said ¢ If you oall this a breach of the pledge
that we gave when we promised {0 pay you o 1uch on your snnuities, can
you tell me what form of taxation there is open to us ? Osn you tell me of
any form of taxation which wil not be indirect taxation on these annuities
And I pu tho samo question fo the Oouncil to-day. Oan you tell me any form
of indirect faxation or direot taxation which will not be in itself taxation on
the pockets of the Jandholders ? Put a tax on to tea, put o tax on to coffes, put
a tax on to colton goods, put a tax on to anything, he will bave to pay it out
of one pooket or theother, In that-sense every form of taxation must be
indirect taxation of income from land of whatever character it is. Therefore, I

suy, as was 8aid in Parliament when the first Income-tax Act was introduced,

this is not a breach of the pledge. If it is indirect taxation of the land, it is

not within the pledge which was given, and the pledge does not come into cur

oonsideration to-day. The other answer that was given in Parliament was that

the [usome-tax Ac¥ of 1798 was carried by, I think, 170 and odd votes to 50,

and that I hope will be the answer that will bogiven to the same argument

in this Counoil to-day.

“ 8o far with regard to the argument of the pledge, and of course this
argument oan only be used in respuct of“{»ermanently settled land. It cannot
be used with regard to temporarily settled lands, and therefore an entirely new
argument on behalf of temporarily settled lands haa to be brought up. It has
been advanced by my Hon'ble friend Mr. Bhulul both on a previous oocasion
and again to-day. The argument that is brought up against thi§” olause on
behal? of temporarily sottled Jands is that the land is alr_e‘ady over-bm-glened
with taxation, I forget the exaot words of my Hon'blo friend, but I think I
have quoted them correotly. My Lord, is that so? Can you say that a man
who, when he has paid all the expenses of his land and has got an income of, say,
over a lakh of rupees still in that right-hand pocket, can you say that he is
such a poor man, so heavily taxed already that wo ought not to take another pis
from him? Burely not. That is an argument, I sugzest to the Counoil, which
is inapplicable €7 n to the tesporartly sottled lands, and nobody can ven-
ture to use it with regard to the pevnanently settled lands. Thore you
have the huge incomes whioh have been derived from tho inoroased value
of the lands since 1793, z:d no one can suggest that taxation thero on
the land is overbmrdonsome. Thedeforo, I say that ‘argumont cannot be
applied to the pe: aarently seitled lands, and it is not applicd to {om. 16
is used only as an argument in regard to the ter-porarily settled lands, But
surely the answer to that at once is wo are not proposing to tax the people
who have little incomes. 'We arc not proyosir » to tax & man who has a thousand
rupees ouly from his land—and that will cover nearly the whole class.of the
smaller landholdeis—-he will be left out of accounf: altogether. It is only
whon a man gots into several thousand .upecs that he will feel the bl}rden
of this at all; he will not feel it when he gets ono thousand or oven 2,000
rupees. It is oniy when hig agric1tural incens, plus his commercial mcom(:,;
brings bim ovar the Jarger margins that he will feel it af. o, and thereforo it
can only press in any way on thoso v 0 have great incomes. And docs it
behove the mon in possession of great incomes f‘mm‘ the land to 0010 and say
«We aro very poor, you shouid not tax us P’ Sure'y thero is no forcoin thak ,

ument, ) ) .
arg «Phen my :lon’ble friend Mr. Shutul said that this tvx will he oppressive
t nnriéu](turﬁ. Sarely it will not. The large incomes of the lundbolders re
y ténall . dorived from agricu!tural oporations ; they aro derived from reats, and
;lboat‘i; w)l,ly I said -owme few minutcs ago the torm 1 would prefer to uso would
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be landlords and not landholders, The big incomes which will be hit by this
clanse, which does not give them tho exemption which we are giving to the
poor man, will be those of (helandlords, not the agriculturists. I say frankly,
I feel confidont, that there will be no burden laid upon the oulturo of
tho land by this olauso. Thers was also an argumont w]éch I was surprised
to hear from the Hon'ble Mr. SBurendra Nath Bannerjea on & previous
oceasion. Ho snid that to solve their difficulties the landlords will pass
the tax on to the tenants, My Hon'ble friend can fell a great deal better
than I oan whether that is possible under the Beugal Tenanoy Aot. Ho can
tell better than T can whether the ryots in Bongal aro of suoh a meek charactor
that they will pay for the great landlords without complaining; but I confess
I was surprised to henr the argument from my lfon’ble friend. The argument
I would have expected from him was, *if. you are going to do this, tighten
up tho machinery of the Tonanoy Act, make it quite cerlain that tho rich
will not pass the tax on to the poor.” And if thore is any danger of the
tax being passed on by the rich to the poor I am sure this Governwnent will be
sympathetic to any measure which may be introduced in order to prevent that
result being attained........... Peeraeeieren ”

The Flon'ble Rai Sitarath Ray Bahadur:— May I assure
the Hon'ble Member that the zemindars will do nothing of the kind.”

The Hon’ble Sir George Lowndes:—“My Lord, if I could
hear the Hor'ble Meraber better I might be able to roply to him, as well as to
Mr. Bannerjes, but I have nothing to add. No doubt other Hon’ble Members
will be able to meet anything I have put unfairly in my argument. ,

“T only desire to add one word. When I talk of the party of progress and so
on it is nof iti;any sense of mockery, but beoause I feel very denply on this
subjeot. . If7means :a:great deal to me, I am carncstly sympathetio with any
reasonable {déds for the progresa in the government of this country, and I do
ask my Hon'blo friends to pause, whether they are themselves landlords or
whether they are only thoso who are prepaved to suppert the landlords, to

ause beforo on this occasion they reoord a vote in favour of this amendment.
})have seen in various publioations that have reached me lately advortisements
of the colleoted speeches of many of my Hon'ble friends. I hope that among
those of men with whoso aspirations I have the greatest sympatg);, for whose
eloquencc I have the greatest respeot, future editions will not have to perpetu-
ate publie .peeches which acclaim the inforests of the landlord class a8 against
those of that coming ‘ people’ whom they hope fo represent i this Qouncil.”

The Hon'ble Fir, Surendra Nath Bannorjea :— My Lord, my
Hon'ble friend who has just sat down began by saying that there were in this
Council tho payty of progress and the party of landlords, I think my Hon'ble
friecd wouer have been franker and more candid if he had just slighﬂ‘;' changed
his phraseology, «:d had observed that there were two parties, the party of pro-
gress and the party of re-action, ‘he party of the landlords Leiug identical with
the parly of re-action on the prescnt occasion, My Lord, I belong, at any rate
in connection with this n,meug-neut-, to the party of landlords, and if T am to be
told that I belong to the party of re-action bocauss of my convietion in this
matter, I may say this in reply, that this is tho first time in my lie-histo:
when an indictment of this kind has becn levelled against yro. My Lord,
I have always held aloft tho banuner of progress; L have icwrred odinm; 1
Lave incurred the rrsentmunt of the powerful; I have faced the penalties of
prison-life in the discharge of those duties which 1 belicvo to be identified
with the progresa of the mothciland, and T repel with indignat'on any sugges-
tion which stems to imply that I belorg to the party of re-action, My Lovd,
if in my. heart of hearts and as the result of iy deliberate cinviclion I fee!
that my frieni’s amendme=t has to be supported, am I to be diverted by ono
haivhreadth- from :ny conviotion and the verdicl of my judgment by an
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nllegation of this kind ? I hope the record of my public lifo will enable me to
face the charge now brought and perform my duty manfully in this Council.

*“ Then, my Lord, we have been told a great deal about popular govern-
ment, and wo have been reminded that when popular government comes, it
will be necessary for ue to impose additional taxation. Nobody is more cog-
nisant of that fact than the leadors of the popular party., We know
additionai taxation will be a weapon in our hands for the -purposs of helping .
forward. the progress of the country. A foreign bureauoracy hesitates to
impose taxes ; an indigenous and popular government will feel no hesitation
to do so, and why not ? Beocause all taxes will be imposed with the concurrence
of the people. Bupposs wo tax the zomindars, suppose we make a breach of
the Permanent Settlement—1 do not say that we shall ever do so, but suppose
we do it—it will be with their concurrence, with, their support (laughter)—
T think that langhter is a Dbit uncalled for, and I will tell you my
reasons for it, Babu Jai Kishon Mookerji, one of the most capable
zemindars that ever lived, was assailed with the proposition that the income-
tax involved injustice to the Government and the people. He said
‘ Very well, you buy us up ; givo us the market price of our propertics, Most
of us have purohased thuse properties ; you buy us up and then there will be
no quarrel beiween us and the Government.' Is that a very indefensible
proposition ? Is it a very absurd proposition to suggest to the zemindars, in
view of the progressive and advancing interests of the country, ¢ here is the
money for your landed properties according to the market value, take that
money and give us the land, and give us the unearned increment which
beiongs to that land. ' Is that an unreasonable proposition ? I do not think
s0. 'Therefore the existence of the permanent settlement is no bar to the
progressive expansion of our revenues that may be neoeamrg for the purposes of
popular government. And if it is necessary togo beyond the permanent settle-
ment and impose taxes, we shall do it because we prize self-government and we
are prepared to pay the price of self-government. It cagnot be had for nothing.
Everything has to be paid for in this world of God's providence, and we are

repared to pay the prioe of the inestimable boon of self-government. I do

Eope my Hon'ble friend the Law Member will help us in the matter of aoquir-
ing self-government. He has expressed great symgathy with the questior of
constitutional reform that is now pending. I do hope and trust thal the
enthusiasm which he has displayed to-day in regard to self-government will
materialise in recommendations that will fulfil that great object.

“ Then, my Lord, it was observed that there was no bgeaoh of the per-
manent settlement involved, I think my Hon'ble friend made that
observation—no breach of the permanent settlement in couneotion with the
clause in regard to which my Hon'ble friend has moved his amendment,
I think that observation, if I may say so with all respect, is absolutely irrele-
vant, for the simple reason that I for my part—I am not speaking for my
friends—so far as this particular Bill is concerned, do not take my stand upon
the Permanent Settlement, and, therefore, the question of a breach of the
‘Permanent Settlement does not come in at all. You say in the Btatement of
Objeots and Reasons that agricultural incomes are exermpted. I take my stand
on that. The question of tﬁe Permanent Bettlement is beside the point alto-

ther. I do not wish fo go into the (’lust.y and musty literature to which my

on’ble friend has referred.............

he Hon’ble Sir George Lowndes :—“ lgy Lord, may I be
allowfd to say that I only answered a question of the Hon'ble Mr. Bannerjea.
I thought he wanted the question answered.”

‘ble Mr. S. N. Bannerjes :—* Thoso were in the da;
whelzr x:; mﬁgl:v:l unilluminated about thinrgmttgr. I_do not want to troqb e ,
the Council or myself with those broader considerations. When the time
for the revision of the Permanent Settlement comes, if it does at all come, we
chall discuss it ; but, for the present, let us not be diverted by extraneous
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considerations of that kind. In this Bill you say that agricultural incomes are
cxempted and you do not propose to tax them. Isaythat you do tax these
incomes indirectly, and that is the whole contention between myself and the
Government, 1 am sorry the Hon'ble Mr. Sastri is not here. I am obtuse
enough not to bo able to follow him into the niceties of his metaphysical
reasoning, I do say that you cannot dispute the position that you indireotly
tax agricultural incomes under this Bill, hecauss you take agricultural
incomes into account to swell the volume of the whole income of a
man and then levy & super-tax according to the higher rate upon his earn-
ings swelled by his agrioultural income. But for the agricultural income
he would not be taxed to the same extent as he will be now. To & comnion-
seuse man like myself, not comﬁrehending the niceties of metaphysical reason-
ing, this does seem to me to be an indirect taxation of agricultural incomes.
'Thorefore, I say that in taxing agricultural incomes, with that express
s'.tement made in the Statement of Objects and Reasons, you stand self-
contradicted, and you ought not to doit. That is reason number one. Call
me a reactionary if you like, but that is & strong ground with me.

“Then, my Lord, here is a fact which you cennot ignore, that there i
geouine concern, anxiety, and alarm among the zemindars of all the Provinces
of India. Here is my friend,* belonging to & princely family and the repre-
sentative of the founder of his house who was assooiated with the cetablish-
ment of the British Empire in Rengal. There are gentlemen from the United
P svinces, frum the Punjab, from the Central Provinoes, zemindars from different
purtsof India, all united in condemning this particular section, and there is such
a venuine ring of gincerity, alarm, and anxiety in the language that they have
used to-day. It may be that the alarm is unfounded, hut that is not the
question. We are here asadministrators and statesmen. We have to take
note of feeling as a faot of administration. Be it illusory or be it well-
founded, there is that feeling, and I appeal 1o this Oounsil not to ignore it.
They fecl & sense of real concern and avnxiety. They say it is the thin
end of "thevwedge. Rightly or wrongly I do not care, there is that
feeling. “Do you dispute itg I do not, because it is expressed in lan-
guage the sincerity of which cannot be mistaken. I think that is a faot
which we ought to take note of, coming as that fecling does from those who
have been rightly described as the bulwark of the British-Indian Empire,
patriotic, loyal, devoted men who will stand by the Empire at any sacrifice,
any hasard, any cost. And these are the men whom you disconocert and fill
with alarm by a measure of this kind. Is this wise, is this expedient, is this
statesmanlike especially at & juncture like the present? TEerefore, I say
I object. to this provision of the Bill and, if popular Government is endangered
by it, I am sorry, but I must do my duty.

“Then, my Lord, something has been said about the justice of this
re-adjustment. Well,’ my Lord, I am an ardent student of Edmund Burke,
the prince of political philosophers, and one of the greatest men that England
or Ireland ever produced. In one of those illuminating passages which abound
in his works he tells us that there is such a thing as temperance in truth,
tem&eranoe in justice. You may be fired with enthusiasm for justice and
truth, and sublime things of that kind. But you are men of the world, you
are statesmen, you are administrators. Expedienoy is the great law which
we follow, and the olaims of justice have sometimes to be postponed in deference
to the demands of expediency. In view of the present state of things, in
view of what is going on around us, in view of the feeling that has been aroused,
I ask is it expedient that you should embody in the law a section like this
which will spread alarm and anxiety among the landed classes throughout
the length and breadth of this country ? I appeal to the Council to take into
consideration these facts. Let us not be carried away by sublime consider-
ations. Circumstances determine the action of the practical politician.
Descend from heaven to earth and do things as practical administrators, and
I am sure you will acoept the amendment of my Hon’ble friend.”

. The Hon'ble the Maherajs of Kasimbezar,
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The Hon'ble Khan Bahadur Mian Muhammad Shafi:—
“ A distinguished advocato and a very able speaker like the Hon’ble the Law
Member very naturally to-day availed himself of that species of advocacy with
which we are fawiliar, 4.e., whonever we have to advocate a particular case, to
avail ourselves of the prolessed sentiments of our opponent, however thosc
sentiments may ordinarily be opposed to our own convictions, in order to
strengtben our case on that particular oscasion. IIe will, I hope, pardon me
when I say that in the eloquent word-piocture which he has painted before us
to-day of what India is going to be in the distant future, I have heard words
which present to my eats a great deal of resemblance to ihe telegrams which
we have recently been receiving about what is going on in Russia. .

“Well, my Lord, whatever the state of affairs in this country years hence
may or may not be, I, asa practical politician, am ooncerned with the
actual stato of things as they exist to-day. And, looking at the state of things
which actually does exist to-day, I have the utmost confidence in saying that
the framers of olause 4 and the majority of the Select Committee would, if
they had only considered the question, not from a purely theoretical point of
view, but from the point of view of its practical results and the surrounding
circumstances, have come to the conolusion that this clause involves unmoriteg
hardship to & class of persons whose welfare and whose contentment have
hitherto been the foremost concern of the British Government in India, that
the provision embodied in this elause is absolutely inopportune and, looked at
from a purely political point of view, it involves consequences in the highest
degree Xetrimental to British interests.

“ My Lord, before I develop this position I wish, at this stage, to make it
absolutely clear that I fully and gladly acknowledge that the framers of clause
4, as well as the majority of the Belest Committee, were not guided and were
not influenced by any ulterior motive. I further gladly recognise that the
provision embodied in this clause is, acoording to their honest convictions, one
consistent with equity and justice. But where they have erred in putting
forward their case to-day is this, they seem to have adopted this' position, that
it lies on us, the supporters of this amendment, to make out a case for it while,
according to every principle of law as well as of commonsense, it is for those
who seek to impose fresh taxation to justity their position. It is for them to
make out a case. It is for them to show the necessity which has resulted in
their putting forward fresh proposals with regard to additional taxation ; and
it is for them to show how those proposals are just and equitable. Argument
based on assumptions, argument based on debatable propositions will not suc-
ceed in substantiating a oase when you have ‘o establish a case to the satisfac-
tion of the Court or the Tribunal before which you are pleading your cause. It
is from this point of view, and this point of view alone, together with the
actually existing conditions in this country, that I propose to examine
clause 4. ' ‘

« Now, my Lord, I said that no_justification whatsoever has been put for-
ward for the provision embodied in olause 4. To-day in the speeches to which
we have listened with respect and with attention, what has been repeated over
and over again in different words and in multifarious forms is what the Seleot
Committee have stated in their report ; and I propose to invite the attention
of Hon'ble Members to what they have actually said. This is the justification,
acoording to the majority of the Select Committes, for the latter portion of
clause 4 as embodied in this Act :— . R

¢ o, Mr. Sitanath Ray, Sir G. M. Chitnavis sod Sardar Sundar Sing]
objoot(t)::h:o }l)lnq:%?pelé gohuie 4 by whyich agricultural income is taken into consideration for
the purpose of determining the rate on other chargeabls inoome. They have recorded their
views in & separate minute, but, as far as the rest of the Uommittes are ooncerned, we are
clearly of opinion that such an arrangement is & necessity it graduated income-tax is to be
colleated on an equitable basis. It seems to us quite unjustifiable thet » on whose net
agricultural income is 10 lakhs, and whose income from business is Re. 1,000, should pay on
the Rs, 1,000, at the rate of 4 pies, while & trader whose gole income is Rs. 26,000 from
trade will pay on that income at the one-auna rate. ’ 3

« Now these lines constitute the justification in full for the provision
embodied in the second portion of clause.4; and as I said all the speeches to

8-17 p.x,
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whioh we have listened to-day have heen variations of the arguments that tho
majority of the Select Committeo have put forward.

“ Now the arguments are two. First, the Select Committee considered
it unfair that landlords possessing incowes of 10 lakhs and above should not
pay into the public exchequer in the same manner at the higher rateas persony
who derive their incomes from non-agricultural sources do. And in the second
place, they thought that if tlie graduated system of income-tax is to be equitable,
this provision must be emnbodied in the enactment. These are the two principal
grounds justifying tho inclusion of tho scoond portion of clause 4.

_ “Now, s0 far as the first argument is conoerned, I reapectfully submit
that it is based on an entire misapprehousion of tho facts of the case. I must
make it clear that I hold no brief for the Permanent Settlement landlords.
I come from a province in whioch Permanent Sottloment is unknown. Wo
have in the Punjab periodical revision of settlements every ten or fifteen yearsin
some districts, cvery twenty years in other districts. The same is the case in
the North-West Frontier Province, Baluohistan, Bombay, Madras, the Central
Provinees, the larger portion of the United Provinces of Agra and Oudh, and
also in portions of Biharand Orissa. It is olear, thercfore, that the permanently
settled zomindars constitute but an infinitesimal portion of the landed classes in
this country. I am concerned mainly not with permanently settled gemindars
nor with large landed proprietors, but with the vast agrioultural middle olasses
in this country ; and it should be remembered that the incidence of taxation,
so far as this olause is conoerned, will fall mainly and principally upon these
agricultural middle olasses, For every single large landod progrietor that you
will tax under this clause there will be hundreds and hundreds of middle
class land-owners in this country who will come within the provision of this

olause.

“The second assumption which is made when this argument is put forward
is this that the income derived by agriculturists, as the rssult of spending’
money and labour upon their lands, is not taxed at all. The twooases are not
at all parallel, The non-agricultural - ssotion of our population pay nothing
else—at any rate, into the Imperial exchequer—exoept income-tax ; while the
agricultural classes in this country—olasses which have been recognised tn be the
backbone of the British Raj—have all along been paying, according to theory,
50 per cent of the inoome derived by them from their land and in practice a
little less but always in excess of the highest rate which the income-taxpayer,
even the supertax-payer under the Income-tax Bill—has to pay. .Over and
above this contribution which they make to the public exchequer in the form
of land-revenue, they have to pay rates and cesses, including—and I invite the
attention of Hon'ble Members to this particularly—even an education cess.
That is to say, the agricultural portion of our population has not only been
contributing the major portion, so far as the revenues and taxes of this cvuntry
are concerned, to the public exchequer, but the children of the non-agricultural
classes have been educated at the expense of the agricultural olasses,

“The argument that the rich cannot he favoured to the prejudice of the poor
does not np{ﬂy. I am not speaking on behalf of the landed aristooracy of this
country: I am speaking more on behalf of the agricultural middle olasses who
cannot, under these circumstances when a large slice out of their income
already goes into the public exchequer, by any means whatsoever be character-
ised as rich. Then it 18 said : ¢ But under a system of graduated income-tax it
would be inequitable not to introduce & provision like this; otherwise the
system will not be equitable.’ That argument again, I m&otfnlly submit,
is based on a misconception of the actual state of things. We have, so far as
the agricultural olasses are concerned, three kinds of land, and these lands aro
somefimes owned by one snd the same person, and sometimes by different
persons. We have, first, the Bdrani land, the crops on which de&end entirely
upon rain water. Then we have what are called the OAdbi lands, that is to
say, the agricultural owner of this land digs a well at his own expense, to which
the State contributes nothing either of labour or money, and as soon as the
land is irrigated by this well, then the land-revenue on the well-irrigated land
is at once enhanced owing to the enhanced productive power of the land, That
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is an excess which the agrioulturists have to pay. Then you have the bighest
grade of land and that is Nehrs land; as soon as land begins to be irrigated
by canal water, although the agriculturist has to pay Abiyana, that is to suy the
water-rate, 1o the Irrigation authorities, he pays that to the department as the
price of the water that he gets, yot as soon as tho land beoomes a little more
productive by reason of the application of canal water, he has to pay a siill
bigher rato in Jand-revenue into the publio exchequer. The land-revenuo
system is, thus, itsolf a graduated system, and it is a graduated paywent which
h.e is already making into the public oxchequer. Call it tax, call it the tradi-
tioual due of tho Government, that is a question into which I do not propose
to enter. It is a debatable poiat, and one debatable point can nover strengthen
anothor debatable point when the latter point is in issue. Therefore, I do not
EI'OPOSC to enter into that matter. I say, therefore, that the argument that

oth branches of the arguinent, as given in the Select Committee’s report, are
based on & misconception of the actual state of things, and on assumptions
for which there is no foundation.

* Then, my Lord, is this provision opportune ? I beg to draw your Lord-
ship's attention in particular to this part of the argument In this time of
orisis, when the Empire has had to face & situation “unparalleled in the history
of the world, who is it who has come forward to the help of the Governwment
here in India at this oritical juncture ? My Lord, it is this very class of land-
owners on whose behalf I am pleading to-day who have supplied you with all
the reoruits constituting the British Indian Expeditiomary Force. Aund
remember, my Lord, that this furnishing of recruits by this olass of land-
owners is something which has cost them a good deal. ]%very gaildar, overy
lambardar, every middle-olass land-owner who, because of his patriotic
feeling and because of his abiding aud traditional loyalty to the Dritish
Crown, has furnished recruitsto the Gevernment, has had to pay for every
single reoruit from his own pocket money which has gone into the pockets
of the families that the reoruits have left behind them here. I know Iam
personally aware of this fact, because I have had a great deal to do with the
'work which has been going on in the Punjab. And remember, my Lord,
that it is agricultural income out of which this money is spent. My Lord,
at this time, when the war has reached a very oritical stage, I say, is it oppor-
tune to enaot a law of this kind P As a siucere well-wisher of the British
Government my humble but earnest advioe {o Government is, that this is not
the time when additional taxation should be placed upon the shoulders of those
very olasses who are doing all that lies in their power to help the Government
at this oritical junoture.

* My Lord, the third argument which I put before the Council is this :
that looked at from a purely t}mlitioal point of view, this provision is in the
highest degree prejudicial to British interests. Thatis an argument which isstill
more worthy of your Lordship's consideration. I do not propose to dwell on
this part of the case. [ will not say what isin my mind in such clear words as
1, under different circumstances, might have used ; but this much I may say,
that by the enactment of this provision there will be a great deal of room
for misconoeptions and misapprehension not only of what the Government has
done actually, but what the Government intends to do. And, my Lord,
the opportunities which will be furnished by the results of this measure will be
taken advantage of by certain olasses of people. Taxation as was observed by
the Hon'ble Finance Minister is not always welcome. It creates, naturally
creates, a certain amount of discontent, and that discontent which this taxation
will oreate amongst agrioultural olasses will be taken advantage of by persons
who are not always well-inolined to the existing state of things and mischief
will be oreated. As a sinoere well-wisher of the British Government, I warn the
Governwent.of it. I say, my Lord, that this is not the time, this is not the
occasion, for introduoing into this Oouncil measures of this kind. I was sorryto
bear the Hon’ble Law Member say that we were fighting for olass interests, anq
that we were fighting for our pookets—let me tell him that so far as I am oon: .
oerned the major portion of my income is derived from my professional practice,
and I am already paying super-tax on that, so that this new provision does not in



340 p. .

841 ». u.

986 THE INDIAN INCOME-TAX BILT.

[ Khan DBahadur Mian Muhammad Shafi; My. [ ldrn Marcu, 1918, ]
M. N, Hogg ; Dr. Tej Bahadur Sapru. )

any way touch my pocket. Nor in this Council do I represent tho agricultural
olasscs, but 1 represent the Muhammadan community of the Punjab. Tt secms
to me, my Lord, that under a represontative form of government if there is a
Member of this Council who represents & particular olass or a particular interest,
provided he has the good of tho State at heart, provided he takes up a position
which is perfeotly consistent with his loyalty and with his good-will towards the
Government, there is'no sin in advocating the interests of the olass he represonts ;
in fact, it is his duty to do so. My Lord, with these few remarks, I support the
amendment moved by my Hon’ble fricnd Mr. Bitanath Ray.”

The Hon'ble Mr. M. N. Hogg :—“ My Lord, like the ITon'ble
Mr. Sastri, I have endeavoured to approach this question with an open mind
and from an impartial standpoint, and 1 bave arrived at very much the same
conclusions as he has told us he arrived at this morning. I had intended to
put a few points on this question before the Council for consideration, but
most of them have already been placed with great clearness by the Hon'ble
Mr. Sastri and the Hon’ble Mr. Jinnah, and I therefore do not wish to repeal
them. I will content myself with associating myself with the remarks
which have fallen from both those Hon’ble Members. But there is just one
point which I should like to refer to in the remarks of the last speaker
(Mr. Shafi). He has pleaded for the middle-class agriculturist and land-
owner. I do not know exaotly what size of income he had in mind; but
I just worked out what differcnce this new olause would make to a man
who had an income of Bs. 5,000 a year from land and Rs. 2,600 from other
sources, The new oclause would make a difference of Rs. 10, Well, Rs. 10
is something undoubtedly—I do not supposo he would necessarily like paying
it—but is it such a hardship, that it is going to have all the dire consequences
with which the Hon’ble Mr. Shafi threatens us? With these fow words I
desire to support the clause as it stands.”

The Hon'ble Dr. Tej Bahadur Sapru:—“My Lord, I have
known a Chief Justice who after hearing the case for the prosecution called
upon the counsel for the defence, and, after hearing the counsel for the
deferce, said to him that whatever doubts were left in his mind with regard
to the guilt of the accused had been removed by the arguments of the counsel
for the defence.

“I have had the privilege of hearing the arguments of my landlord friends
to-day with the utmost possible interest. 1 have also had the privilege of
listening to the arguments advanoed by two of their distinguished advocates.
One of them certainly is a gentleman whom I have leen accustomed to look
upon a8 my political leader sinco my political life commenced. The more I
reflect ix{pon the arguments that have been advanced by my distinguished
leader Mr. Burendra Nath Bannerjea the more do I feel that I ought not to
support the cause which he has so eloquently advocated here. My Lord, the
Hon'ble 8ir George Lowndes referred to the prospect of popular government.
I do not make a grisvance of that. I personally believe that that was a very
relevant patt of the argument which he addressed to us this afternoon. My
Lord, my Hon'ble friend and leuder the Hon’ble Mr. 8. N. Bannerjea said that
when pognlar government came he had no doubt whatsoever thatif it was neces-
sary toabolish the Permanent Settlement, it would be possible to do so with the
full consent and conourrence of the zamindars. I have great respect for the
eloquence of the Hon’ble Mr. 8. N, Bannerjea, and Ispeak with all the sincerity
that I am capable of when I say that I have been and am & warm and ardent
admirer of him. But, my Lord, living as I do in the twentieth century, I am
not prepared to oredit Mr. Bannerjea with the power of miracles. If popular

vernment comes, and if Mr. Bannerjea is able to convince my friends the
ndlords of the desirability of abolishing the Permanent Settlement, I shall
look upon him as a gentleman endowed with the power of performing miracles
in the twenticth century. Now, I think it is best that we should not deceive

ourselves in regard to these matters, I entirely agree......"”
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The Hon’ble Mr. S. N. Bannerjea :—“ May T rise to makea
correction. I did not say abolishing the Permanent Soltlement. 1 referred to
.;he p(:ltmy, of the State buying up the landlords—paying the value of their

roperty.’ .

The Hon'ble Dr. Tej Bahadur Sapru:— Even that would
be nothing short of a miracle to wy mind, though I stand corrected. 1 may be
permitted to observe that iu my own humble way I happen to belong to what
has been desoribed as the party of progressives. I and my family happen to
be small zemindars and, although politics have grown thick upon me, yet the
instinets of the zemindar are not wholly extinct. I therefore, with tho
utmost respect for the zemindars, do foel that they will not consent to be
parties to anything that affects the Permanant Settlement or diminishes their
sources of income. I do not blame them for that, none of us would bo willing
to subject ourselves to a process like that if it affected our own profession or
if xtt affected our callings. I am only referring to an elementary fact of human
nature.

*“Then, my Lord, I was going to say that it is not right that we should
deceive ourselves in this matter, I think Bir George Lowndes was right in
saying tl_mt there are two parties in this Counoil, and, indeed, therc are two
parties in the world outside in Indis, the party of progressives and tho part
of landlords, or the party of those who ropresent vested interests. M Eorti
if _popu}ar government is to come, I do venture to think that those of us who
believe in vested interests must be prepared to receive some rude shocks. 1
have been a very ardent advocate of popular government, and I am wedded
to these ideas and to theso beliefs, and I for one do not hesitate to say -
that my conception of popular government is not the government of an
particular party or of any particular interests. By popular government {
understand a government of the people which seeks to secure the interests of

‘the majority irrespective of any pecuniary inconveniences that may result to

any minority however strong, powerful or influential théy may be. Perhaps
I have digressed from my point. My Hon'ble friend Mr. Bita l‘gath Ray in the
opening portion of his speech, if I may be permitted to say s0, gave away the
whole case. He said ‘Oh!, well, after aﬁe the gain to the Btate would be
very small.’ I hope I am quoting him correotly. If the gain is to be such a
small one as he thinks it is going to be, may I ask in all humility why then
enter the lists at all, why raise a thunderstorm? But it has been said that
there are two main objections to clause 4. The first objection is that it imposes
indireot taxation, and the sccond is that the present Bill does in a manner, if
not directly, seek to violate the pledges which have been given to the landlords
by the British Government. Eet us examine all the provisions of this clause
as they stand in the Bill ifself. The first few words in the oclause seem to
my mind to be quite olear; no question of interpretation arises with regard
to them. The words are ‘agricultural income shall not be chargeable to
income-tax ’. If I were asked as a lawyer to interpret those words, I would
say that they meant that under no ciroumstances shall agricultural income be
charged to any income-tax under the provisions of this Act. It is, however,
said that he sting lies in what follows in the next clause, which runs as
follows :—

¢ Bat the net amount of such income in exceds of 11,000 which has been received by an
assesses in the previous year shall be taken into account in determining the rate at which the
tax shall be levied on any income otherwise chargeable to income-tax under this Act.’

Does this really amount to indirect taxalion? I have honestly tried to
follow the arguments that have been adduced on the other side, but I regret to
say that I am not able to appreciate the force of those arguments. It is not
agrionltural income which will be made the subject of any assessment; it is
non-ggricultural income which will continue to be assessed, but assessed at &
higher rate of taxation, I do not certainly call that an indirect way of taxing ‘
income. If the semindars are so very anxious about it they can certainly keep
‘the agricultural income apart, and then they will pay the inoreascd rate of
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tax out of their non-agricultural incomo, which really means nothing more and
nothing less than this, that the savings to them from the non-agricultural
lncome would bo somewhat less under the provisions of this Bill than they
would have beon if the provisions of this clauss had not come into force. As
regards the fairness or equity of this provision, I should have thought that it
was an elementary principle of taxation, especially of incomo-tax, that the
capacity of a man to pay is the real test. The graduated scale of incomo-fax
having been admitted as the- basic policy by the Government of India, I think
1t 18 only fair and equitable that those who can afford to pay more should be
called upon to pay more than those who can afford to pay Jess. Now, it
1s perfectly true that the zemindars have got to pay land-rovenue and ccrtain
oesses. But then the tax under the provisions of this olause is sought to be
levied upon the savings, and the increaso, I venture to think, under the
provisions of this Bill will not be such that they can suffer any real hatdship.
Look at the scale which is provided there. The Schedule says, and my Hon’ble
friend Mr. Jinnah took pains to point out that, the normal rate of taxation
is one anna in the rupee, and it is only in the casc of poorer people that exemp-
tion is given. Well, T venture to think that the number of people who will
bo affected by this olauso, certainly in my province, will not be very large,
indeed. I find that the number of men in my province who pay income-tax
is not over 40 or 46 thousand, and out of these, I believe, only aﬁout_ twenty or
twenty-five thousand will be affeoted. Therefore, my Lord, 1 submit that if
you bear in mind the basic principle of the capacity to pay, I do not think
there is much room for grumbling on the ground of this clause being inequit-
able or unjust. '

* Then with regard to the pledges, I think my Hon’ble friend Mr. Jinuah
very effectively disposed of that part of the argument. I do not feel myself
called upon to enter into any elaborate discussion as to the Permanent Settle-
ment, but Ido certainly think with Mr. Jinnah that it was not part of ’
the agreement arrived at at that time between the Government and the land-
lords that the landlords would not at any time be called upon to make any
further contribution that it might be necessary for the Btate to require of them
at any time in the future. I have not read that Regulation in the light in
whioh it has been sought to be interpreted to-day by the zemindars, and I do
think that the argument which is founded on that Regulation is not by any
means valid or convineing. I agree with my Hon'ble friend Bir George
Lowndes, if I may be permitted to say so, that all that it secures is permanence
in the jama. It does seoure nothing more than that, and, so far as permanency
in the jama is concerned, I do not think that by any stretoh of imagination
the provisions of clause 4 can be said to affect it.

“ Then, my Lord, there was one more argument which was addressed b
my Hon'ble friend Mr. Sita Nath Ray, and with your Lordship’s permission
will very briefly notice that. It was suggested by my friend that one
certain consequence of clause 4 would be that landlords would not find them-
solves in & position to promote and further industries. May I ask, my Lord,
in all humility, how many industries have been promoted and furthered by
the zemindars under the present system when they are not called upon to pay
any tax on their agricultural incomes ? I do not know anything of Bengal ;
but, speaking of my own province, 1 venture to say with some degree of confid-
eace that the number of semindars who have promoted or furthered industries
in the real sense of the word can be nounted on the fingers of one’s hands . . .”

The Hon'ble Rai 8ita Nath Ba.{mBa.ha.dnr +—*“May I point

out, my Lord, that my Hon’ble friend the Maharaja of Kassimbazar has spent
several lakhson commercial and industrial enterprises ”

His Excellency .the- President :— Order, order.”

The Hon'ble Dr, Tej Bahadur Sapru:—*My Lord, I should not
be misunderstood on that subject. I do not deny for a moment that there are
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zemindars and there have been zemindars who have made some investments
in industrial enterprises. But look at their cnormous incomoand look at the
large numbers of zemindars in Bengal and in the United Provinces and in
some other parts of the country, and then look at the output with which they
can be oredited in this matter. I donot think that they can justly olaim to
be caplains of industry in any part of India. Well, so_far as trade and come
morce are ooncerned, we know that in Bengal it is the Marwari community
which has got practically the monopoly so far as the Indian population is con-
cerned. But I do not wish to fight my friends of Bengal. I am only concerned
with my province, aud I do say that that claim has yet to be established.

“ Now, my Lord, I leave my frisnd Mr. Sita Nath Ray and just try.to
meet one of the argnments which has been addressed this afternoon by another
advocate of the cause of agrioultural olasses—I refer to my Hon'ble friend
Mr, Shafi. He has not tried to advocate the cause of the big zemindars, but
he has espoused the cause of the small agriculturists in the Punjab. I sympa-
thiso with my Hon'ble friend, but may I ask how' many gemiudars, small
agriculturists in the province of the Punjab, and, so- far as I know, Punjab
is a province of small zemindars, will be really affected by the provisions of
this clause I ? have not got the figures before me, but 1 think that the number
of small agriculturists who also have other sources of income must be very
small indeed in the Punjab, as I have no doubt is the case in other parts of
India. Therefore, my Lord, it seems to me that thereis not any very serious
danger of the small agricultural Punjab population being injuriously affeoted
by riee provisions of this olause.

“ Now, my Lord, lastly, there is one more point which I would venture
to notice very zrieﬂy, and that is, a point which was raised by the Hon'ble
the Maharaja of Kassimbazar, In the course of his speech the Hon'ble the
Maharaja Saheb said, to use his own words, ¢ that the provisions of .this Bill are
against juristio principles.’ My Lord, I have all this time been trying to
analyse the provisions of this Bill, particularly the provisions of this clause, and
I do not find what jurisprudence has got to do with olause 4. Of courso, I
oan understaud a reference to equity in the consideration of this olause, but
I cannot understand what jurisprudence has got to do with it. Lct us, there-
fore, not confuso the issue. The issue to my mind is a very simple one, and
it is this. Axe those people who, hiaving regard to their capacity can pay more,
to be exempted morely becauss, according to certain opinion, agricultural
income should be considerod to be sacrosanot? I have no hesitation in
answering that question in the negativo.”

The Hon'ble Sir John Campbell :— My Lord, I should like 4r.x.
to explain that I was a member of the Select Committee on this Fill and signed
the majority report, and I do not wish {o resilé from-the position that there can
be no doubt of the theoretical oquity of.considering agrioultural incomes in
arriving at the rate at which a man's total income should be assessed to
income-tax. But I should like to state what my objections to clause 4 are,
as they have not yet bivn mentioned in this Oouncil to-day. As a revenue
oficial I am mainly concerned with the immense amount of work which is
going to be thrown upon the revenue authorities, of my own Province at any
rate, in arriving at suitable formula for the dofinition and assersment of *net
sgricultural income.’ Three scemingly simple words, but which have for the
last three months becn puszling men who have been studyin rept snd revenue
problems for the last chirty years. It is unnecessary to trouble this Qouncil with
the technical difficulties that oxist in arriving at a satisfactory definition of
“ net agricultural income;’ but I can assure Hon™'le Members that they exist,
and that they will not e removed by the insertion in the Bill of the new second
poragraph to this clause of the Bill nor by the amendment which istobo
moved by the Ion’ble Mr. Sarma. Tven if formulm are arrived at which
satisfy the revenue authoritics and tho Government of India I wonld invite the
attention of the Council to the mass of work which will be thrown upon Collectors
in applying the formule to the incomes [ hupdreds, if not thous.ands, of asses-
sees, Amf all for fhe sake of what ?  Iof for the sake of geeuring additionp)
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income to the State, but for tho sake of romoving a theoretical ineguality.
Further, having arrived at our definition of ¢net agricultural income” which
will satisfy tho Government, are we certain that it will be oqually acceptable
to the assesseas? If nof, whal will be the result? They will olaim, under
section 51, that their case shall be roferred to the High Court for a decision
as to the proper interpretation of the Act and the rules made thoreunder;
and we shal tﬁen have the edifyiug speotaclo of the work of the High
Courts being dislocated while Bench and Bar waste time over.the correct
meaning of the apparently simple words ‘net agricultural income.’ My
Lord, 1 have hiad the honour of serving on the Bolect Oommittee, as I have
already said, for' the consideration of this Bill ; a committeo full of financial
experts, legal experts and commercial oxperts, but mine has been the voice
of one orying in the wilderness when trying to explain the dificulties which
will orop up in working the Act for the unfortunate and already over-burdened
Revenue. official, and therofore I have laid some of the difficulties before this
Couneil.’ '

. The Hon'ble Pandit M. M. Malaviya:—“My Lord, I regret
to think thore has been a great deal of heat imported into the disoussion of this-
measure to-day, and that both on the Government side and on the side of the
zamindars.” I must say I was not prepared to find Sir George Lowndes take
up the attitude that he did, and I must also say that I was not prepared to
hear my zamindar friends exaggerate the effect of the presont measure to the
extent that some of them did in their speeches, and imagining consequences of
a very evil charactor which would arise if the provision were passed into
law. 1 dostill think, my Lord, that the matter might and ought to be con-
gidered in a cool manner and in a manner as much removed from the feeling
that there are two parties working here, one the party of vested interests, and
the other the party of progress, but from the point of view of what is right
and proper and what is the proper procedure to adopt iu a consolidating and
amending Aot. In spesking on this proposed measure when the Bill was
introduced I said what I bog leave to quote to you. I said :—

‘The Hon’ble Pinance Menber says this Bill is not a Bill which is designed, either by
altering the rate of tax, or otherwiss, to raise money.’
Ho emphasized that point very olearly. He said seotion 4 lays down
that agricultural income shall not be chargeable to ineome-tax! Then
I went on to say, my Lord, that the net amount of income in excess
of Re. 1,000 which had been received hy an assesses in the year of
ossessment was to be taken into account in determining the rats at
whioch the taxation was to he lovisble on any income under this Act,
and I went on to say that by this device the rate of taxation bad been
increased. I did not use the word *device’ in any offensive sonse, and I am
sorry the Hon'ble Law Member should have taken it in that sense. I use it
just as-he used the word ‘subterfuge’ in saying that my suggestion that a
separate Bill should be introduceﬁu would have been a subterfuge. Iam
sure I did not use the word device in any other sense. . Then I said, by this
device the rate of taxation would be raised. You say olearly that agrioul-
tural income shill bo exompted from taxation. Then you go on in the same
paragraph and say yes, but the agrioultural income above Rs. 1,000 shall be
taken into account in dotermizing the rate at which income-tax shall be paid
on the non-agrioultural income. Now, if a man has a non-agricultural incouno,
and that happens to be bolow a certain figurs, he will pay his tax on that fion-
agrioultural income, If yousay that agricultural income is exempt, then you
ought {o oblitcrate the existence of that insome from your mind, but you bave
no right, no justification for saying in one breath that agricultural income shall
be exempt, whilo in the same breath you say ¢ I will tako that into nccount in
determining the rate at whish you will. pay the tax.' The non-agriouliurist
pays the incoune-tax according to the Schedulo. The agriculturist is to pay the
income-tax on rnon-agrioultural income according to the higher rate for what
reason ? For no other offouce, for no other. virtue than that he happens
.to possess an agricultiral income, I say with greab respect, but with
great clearness, that this is taking agricultural ingomo into account, and
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that is indirectly ‘uxing that agricultural income. My point was, and 1
repeat it, that this is not the right way to do it.

“ My Lord, I am not opposed to taxation. I recognise the need of tax-
ation as much as my Hon'ble friend Bir George Lowndes, but I want that
taxation to bo introduced in the right spirit, and I am sure in that my friend
vill agree, In dealing with the question what did I say? I said ‘I do not
think, my Lord, that that is the right way to proceed about this business of
raising the rate of taxation whiok is to be paid by persons who are in posses-
sion of large incomes. I think the straighter course would be for those in
charge to say, money is needed and ask the people to contribute,’ I
still maintain that that would be the right way. What has been the re-
sult ? Many questions of great importance have been raised, and the quostion has
been taken up from the point of view of how it will affect the Permanent Settle-
ment, and how it will not affect the Permanent Settlement. Many and learned
sgeoches have been delivered asif the issue before the Qouncil to-day was whether
the Permanent Settlement in Bengal should be touched. And my Hon'ble friend
Bir George Lowndes has made aun appeal which looked more like an appeal to
the jury than to the judge when he told us how our future position would be
ai.’fectedy by the voting w%ich we shall record to-day. I want to take these two
points: first, the question of the Permanent Settlement. My friend, Mr, Jinnah,
roferred to that question and he has quoted from the Proceedings of 1860.
Before I refer to that I should like to make it olear that I am here as no
advocate of the zemindars and no advooate of any parties.

T hope with the light that God has given me to advocate what is right
for the zemindar as well as for the poor. I am not opposed to the zemindar
because he happens to be a zemindar. Ido want to plead the cause of
my poor countrymen because they are the bulk of the people, and their happi-
ness has been the objeot of my ardent desire throughont my life. But I do
submit, my Lord, that not even fo benefit the bulk of my poor countrymen,
would I do an act of injustice to my countrymen who helong to the zemindar
class, .

“What is the position with regard to the Permanent Settlement? I do
not think it should have been raised, but it having been raised, I wish to draw
attontion to the fact, because it seems to me that both in the speech of the
Hon’ble 8ir George Lowndes and in the speech of the Hoa'ble Mr. Jinnah,
the importance which attaches to that Permanent Settlsment way somewhat
lightly dealt with. The Hon'ble Mr Jinuah ﬁuoted from the speech of

r. Soonce in which he discussed this question. Mr. Sconce said :—
¢ The declaration made by this law (Regulation I of 1793) came to this, that the zemin-
dars, their heire, and succossors should bold their estates for ever at the assessment which b

the Settlement they had cngaged to pay; and the clear purport of this declaration he too
to be that the re-assessment of the estates in question was for ever barred.’

He went on tosay :—

It seemed to him that the law gava no guarantee that the proprietors of those estates
should never be called upon to aid in the relief of the futare necessitics of this Government by
contributing aocording to their means and incomes.’

In the samo speech Mr. Soonce quoted the words of the Governor
General (Lord Cornwallis) in his Minute. They are as follows : —

By reserving the collection of the internal duties of commerce Government may at
all times appropriate to itself a shure of the accumalating wealth of its subjects without their
being sensible of it.’

“8o that what he had in mind when he said that they might be called upon
later on to contribute accurding to their means and incomes to the neces-
gities of the State was not that the rovenue should be raised, but that incomes
gshonld be derived from internal duties on commerce and_other sources of
income which it was expected that the accumulating wealth of the lomil‘xdars
would enable them to gather., ; .

-] submit, therefore, my Lord, that that question should not have been
taken up as if that was the issue before this Council. ,
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“Then, the Hon’ble 8ir George Lowndes told us that this provision is fair
and equitable, and he supportegeit because he thought it was fair and cquit-
able. Now, my Lord, we may agree to differ on that point. I have very
great respeot for {he Hon'ble Bir George Lowndes, but it is possible for us to
differ witﬁout any disrespect or disrourtesy. ’

“But the third thing which he said, my Lord, calls fora little consider-
ation. He said the attitude of the Council to-day on this important question
al this important juncture was a matter of some concern to him. We know
that the Hon'ble Sir George Lowndes hus a real and deep sympathy with our
aspirations for progress. We respect him for it. But let me assure him that
no considerations of progress ought to deviate any Member of this Counoil
from the course of duty which be thinks right and justice dictate. And, if it
is right and just to oppose the provision which has been introduced to-day,
though that provision might bring in a little added income to the Government,
I hope Members of this Council will discharge their duty without any consider-
ation of how their conduot is to be judged.

“ And now, my Lord, my {riend said there were two partiesin this
Council, the party of progressand the party of the landlords. There is nothing
of the kind, There are landlords who have expressed their adhesion to the party
of progress, to which we have the houour some of us to belong.  In that party
we have no other desire than that the progress in this country should be on
sound and equitable lines, administering justice on the basis of the
administration that has been laid down and endeavouring to carry out that
object iu a betler way, if possible. :

“ My friend said * Remember, in any form of popular government there
must be a great deal of extra taxation” My Lord, we are thankful to him for
reminding us of it. If we havo studied any bovks on History, Economios or
Political Science, that trath has been ingrained in us. We know that every
popular government means greater expenditure. “We are longing for the time
when weshall be put in power to raise further taxation. We know that many
of the measures of progress, which we desire for our country, will entail increas-
ing expenditure. We know thatother countries which have advanced have
greatly increased their expenditure; but we know also that they have inoreased
their revenue. 'We are.looking forward to being able to inorease our
expenditure and, oorrespondingl% to increase our revenue. Wo are not
afraid of levying taxation. e pray God that we may have the
opportunity, when, sitting along with the Members of Government, we
shall be able to sreas our views sufficiently strongly to be ableto raise the
standard of expenditure in order that the standard of national income may
be promoted. My Iord, the form of government whioh will come will not find
us wanting in that direotion, To-day fhe simple question before the Council
is this. The Government have told us that this Bill has not been introduced
with a view to raise revenue. It has been introduced, as the Hon’ble Sir John
Campbell has reminded us, in order to remove a theoretical inequality. Some of
us feel that thisis not the right way to remove what is regarded as a theoretical
inequality. Bome of us go further and doubt whether there is a theoretical
inequality at all. My Lord, the view has already been expressed by some
Members that the agricultural income is the net profit of the gemindar after he
has paid the tax which he has to pay upon the gross income. The Hon'ble Mr.
Jinnah referred to a portion of the speech of Mr. S8conce in which he said that
from all time it had been recognised that the State had a right to receive a
share of the produce of the soil. Nobody questions that, the State has always
been recognised in India to have a right to a portion of the produce of the soil.
8o if is to-day. But thereby the position of the proprietor is not placed in
doubt. The proprietor is there. §e contributes a certain portion of his produce

. 88 tax to Government. If my friends will refer to the original books of the
Hindus, from which the idea 1s taken, it is there spoken of as kara, a tax. It
is not. that the Btate has a right to it. My friend shakes his head . . . . .”

- The Hon'ble 8ir. George Lowndes :— Oertainly, my Lord, I
shake my head. I have always understood—I may be wrong—that lnd-
revenue consisted partly of tax and partly of rent,” ;
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.. The Hon’ble Pandit M. M. Malaviya:—Inso far as the
right of the State to receive a portion of the produce of the soil is concorned,
it is distinctly spoken of as kara, as a tax, call it rent or whalever name
you likc. Now, I submit, that it does not necessarily raise the question of
proprietorship.  The whole point before us is that the zemindar or the
agriculturist does pay a certain amount in the shape of land-revenue and rent.
Having paid that, the balance left to him is net profit. You want that he
should pay a second tax upon that net profit. If the exigencies of the
Government and the State demand that he should be called upon to do so, by
all means do go. Introduce a Bill for that, say that you recognise that tho
tax is being paid already upon that land, and say thal still, in the interests of
the Btato, it is necessary that he should pay a further and sccond tax, and, if
the necessities of the sitwation make them feel that this should be done, I
expeot there will be many gemindars who will give their assent to such a
proposal. But what T submit is that, when you speak of au inequality,
thore is a mistake, a wrong idea-running in the minds of those who speak of
it. You say an agrioulturist has an income of Rs. 10,000: that is, he
has an income from non-agrioultural sources of Rs. 5,000, and he has an
income of Rs. 5,000 from agricultural sources. Very well. And you say
he pays only on Rs. 6,000 You want that the other Rs, 5,000 also
should be taken into account in determining the rate. You do so because
you say the non-agriculturist has an income of Fs. 10,000, and he pays
a tax for the whole Rs, 10,000. But, my Lord, l¢t it be remembered that
of the Bs. 10,000 which has made the agriculturist's L»tal income, the Rs. 5,000
derived from agricultural sources is the net profit left to him after having

paid the tax. Either this proposition is true or it is not. If it is not correot,
then I am wasting the time of the Council. If it is correct and cannot be
answered—and I should like to know if it can bo answered—then I submit you

ropose, not to remove an inequality, but to place the agrioulturist under a
gisadvantage,—t-hat is to say, you tax him a second time in an indireot way
under the proposed clause when he has already paid a tax upon his agricultural
income. That is the entire position. I wish the Government would take these
facts into consideration, and I wish that they would examine the question
from the point of view of what is right and proper, acd what is the right and

roper way of doing it. If this unfortunate clause has raised so much heat and
Siseumion here to-day—heat and discussion into which even my Hon'ble
friend the Law Member has been drawn—then I submit, my Lord, the Govern-
ment ought to pause and think whether it is right to pass it at this Council.
I hope the matter will receive consideration.” .

The Hon'ble Mr. F. J. Monahan:— dy Lord, some of my 431r.u
Hon'ble colleagues from Bengal are jealous guardians—and I dare say they have
. some justification for being jealous—of the inviolability of the permanent settle-
ment of Bengal at & time when that institution is subjected to a good deal of not
very well informed oriticism; but really and truly Ido not think that this
olause 4 of the Bill has got anything to do with permanent settlement. I was
lad to hear my friend the Hon'ble Rai Bahadur Sitanath Ray say that he
id not regard clause 4 as a breach of the inviolability of the -permanent settle-
ment ; and I was also glad to hear my friend the Hon'ble Mr. Surendra Nath
Banuerjea say that he did not take his stand on the permanent settlement. I
have a kind of recollection that in the speech which 1.1; zdnade :;11 the 6th o:
bruary, my Hoo'’ble friend took rather a strong stand on the permanen
aFeitleme{xt. ant I understand him to have said that before he obtained

fllumination......ces0s.”

The Hon'ble Mr. S. N. Bannerjea :—* Quite s0".

The Hon'ble Mr. F. J. Monahan :—*Well,I congratulate my
Hon'blo friend on the illumination he has gained between the 6th February and
the 14th March., The Hon'ble Mr. Jinoah has explained very olearly the grounds

the view that the permanent settlement is no bar to imposing an income-
2; o: :érxmltursl inc}:)me in permanently settled districts; and that view i
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supported by the great authority of the Hon’ble 8ir George Lowndcs, and pace
the Hon'ble Paudit Madan Mohan Malaviya, two Actsof Parliament have at
different times im}msed income-tax on agricultural income in permanontly
settled districts, I mean Acts of the Government of India, not Parliament;
I should say the legislature of this country. I take it that view is correot.
The Hon’ble 8ir George Lowndes gocs further and suggests that if there were
a popular government in Bengal it would at once set sside the pledge given
at the time of the pormanent sottlement. This question of the permanent
settlement in Bengal is sometimes talked about as if the only people interested
in maintaining the permancnt settlemont were a small class of zomindars.........

The Hon'ble Sir George Lowndes:—*“My Lord, the Hon'ble

Mr. Monahan has misunderstood me. I did not suggest for & moment that a

opular govornment would set aside permanent settlement, but that they

would not be debarred by the porwanent settlement from taxing the big
landlords. That is all I intended to say."”

The Hon'ble Mr, F. J. Monahan :—“I beg the Hon’ble Mem-
ber's pardon ; but 1 was only going to say that as rcgards these questions of
taxation which a popular government might impose, I wonder sometimes
what the result would be; becauss, as I say, the olass interested in the per-
manent settlement as it exists in Bengal is not a small olass of large landlords
but & very large class—you may say,:"-uitc & population of people, comprising
landlords, tenants of different degrvs,—a large and not uninfluential class,
and it would be curious to know what the result would be. However, as I
said, I do not think that these questions—the question of the propriety or the
legality of imposing income-tax in permanently settled distriots on agrioul-
tural income, or the possibility of taxation being imposed on such incomes in
the event of a system of popular government being introducad—I do not think
that these questions are very closely counected with the question of this seotion
4 of the Bil or the amendment under consideration. I am afraid that if
Hon'ble Mempers are not satisfied by the speeches that have been made
by the Hon'ble 8ir William Meyer, the Hon'ble 8ir George Lowndes and
others, that this is not a tax, directly or indirectly, on agricultural income ora
prelude to such taxation, I shall not be able to convince them ; but what I
should like to point out is, that this principle of taking agricultural income
into consideration in the assessment of income-tax is not altogether a new one.
At any rate, in Bengal, it was laid down and recognised a very long time ago—
shortly after the passing of the Income-tax Aot of 1886— that agricultural
income might an! shonlllg be taken into account in determining the question of
whether a person was liable to income-tax at all, and also in determining the
question of the rate at which he should be assessed in certain cases. Seotion
b, sub-section (I) of Aot 1I of 1886, sub-heads (a) and (b), exempted agrioul-
tural income from tax; and sub-head (5) of the same sub-section exempted
any person whose income from all sources was leas than R500 per annum.
We know the limit was raised to a thousand rupees in 1903. Well, the Board
of Revenue in Bengal laid down that the expression ‘ income from all sources’
means all sources whether taxable or not. That was laid down by the Board
of Revenue in Bengal in September 1686, and it seems to be the obvious mean-
ing of the sub-head. Then when we come to the S8econd Schedule of the Aect,
we see how this principle was applied. I think it was my friend the Hon'ble
8ir Hugh Bray who in his speech the other day pointed out that there were
things about income-tax that might escape attention on a cursory 1 of the
Act, and that is partly due to the faot that oertain things in the important
Second Bchedole have usually been printed in very small print. That is
no doubt unavoidable; but 1f we look at Part I of the Seoond Schedule
of the Aot (dealing with sajaries and pensions), it was laid down that, if the
income amounted to Rs. 2,000 per annum, the rate of asseesment shall be five
pies in the rupes, and that if the income was less than Rs. 2,000 per annum, it
should b 4 pieain the rupee ; that is to sag that.if a person had an income or
salary ‘of less than RBs. 500 pet annum and along with that agricultural income
raising his total income from all sources to Ra. 500 per annuro or over, he was

<
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liable to.be taxed on his small salary at the rate of 4 pies in the rupec. Of
course, the awount of income and the amount of tax involved in that construo-
lion of the Sohedule was not large, but still the principle was there, Then with
regard to Part TI—profits of companies—the question did not arise becanse the
tax was levied on the profits of the company, and under that Aot individual
shareholders could not claim refunds if their total income was loss than the
taxable minimum. ‘When we come to Part INI—interest on seourities—the
rate of tax prescribed was § pies in the rupeo, unless the owner of the socurities
produced a certificato signed by the Oollector that his annual income from all
. souroes was less than Rs. 500, in which ease no deduction should be made from
the interest, or unless he produced a like certificate that his income from all
sources was less than Rs. 2,000, in which case the rate was to be 4 pies in the
rapee. There again, before he could get a certificate he had to show that his
income from all sources including agricultural income was less than Rs. 500 or
less than Ks. 2,000, as the case might be. Whon we come to Part IV of the
Schedule—other sources of income,—the difficulty arises. The socond column .
of this part of the Schedule presoribing the rates at whioh the tax should
he assessed on incomes of different amounts was worded in this way :—
‘Not less than Rs. 500 but less than Rs. 750 the tax shall be Rs. 10.’
8o that under that part the amount of tax from Rs. 500 to Rs. 750
was Re. 10. But for auy income under that Part of less than Rs. 500 there
was no rate and no amount presoribed. It was different in the case
of salaries, and the Board of Revenue;in Bengal laid down that as the rates
specified in Part IV for incomes under that Part of less than Rs. 500 was nil; a
person with an income of less than R, 500 under Part IV should not pay any tax
on that income, although his total incume might come to Rs. 500 or more. Well,
when the Act of 1886 wasamended by the Aot of 1916, there was a ohange in
the rates of tax which was effected by an amendment of the SBecond Schedule,
and under that Act there was the same point about income falling under Part
IV. The Schedule lays down that if theincome is not lcss than Re. 1,000 but
less than Bs. 1,250 the tax shall be Rs. 30. 1In the Schedule of the Aot of 1886 as
amended by the Aot of 1916, the rate of assessment for salaries is stated in the
same way. It saysif the income amounts to Rs. 1,000 per annum or Rs. 83-5-4
er month, but is less than Ra. 2,000 per annum the tax is 4 pies in the rupeo.
1I)But: here again in this Schedule in Part IT, which deals with profits of cdmpanies
the proviso says ‘ provided that a shareholder in & company who satisfies the
Collector that his annual income from all sources in the income-tax year last
preceding that in which the share of profits was received was less than any one
as the case may be of the amounts tabulated below, shall be entitled to a refund
of so much’, and, similarly, in the provisoto Part III. Under that also an
assessee wishing to get a refund had to satisfy the Colleotor that his annual
income from all sources in thelast preceding income-tax year was less than
a cortain amount. So that as it appears to me this olause 4 of the present
Bill does not really introduce a new principle, but it applies universally and
uniformly the principle which was already laid down in the law before, but
which, owing to certain difficulties in the wording of the Becond Bchedule (or
possibly thero may have been some difference of interpretation in different
provinoes, I do not know about that),—at any rate the principle had not
boen uniformly applied, and this Bill ap%liee it uniformly. It seems to me to
be a just and equitable principle, and I hope it will commend itself to the
Counoil. Of course, I say this subject to any practicsl difficulty that there
may be in regard to giving effect to it in the United Provinoes, owing to the
teohnical difficulties to which the Hon’ble Sir John Campbell has just re-
ferred. I do not know anything about that, Butas far as I am aware in
Bengal, there shoald not be any practical difficulty, having regard to the second
part of the clause, which says that the net agricultural incomeis to be ascer-
tained on the same basis on whioh the annual value of iand is determined for
the purposcs of a cess on land. I donot think there will be any- diffioulty
in giving effect to that in Bengal. I confess I am alittle surprised to hear'
that there is this difioulty in the United Provinces where I have always been
led to believe that laid records were complete for the whole province, whereas
for a large part of Bengal we have not got them; but,in spife of that,
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we bave got material in the returns obtained and records kept for purposes
of assesswent of cess with the help of which I think effeot can be giverr without
muoh difficulty to this clause.”

The Hon'ble Rao Bahadur B. N. Sarma :—“ My ILord,
the Hon’ble Mr. Shafi has joined the other Members supporting the amend-
ment ; ‘he has drawn pointed attention to the doubtful wisdom of the majority
of the Select Committee in adding clause 4, or rather in not removing clause 4
from the Bill as it originally stood. I {fcel, therefore, that it is absolutely
necessary for me, ‘as being the only Indian Member who has supported the
majority, to vindicate my position, and I hope I shall be able to show that as
honest men we could not have arrived at any other decision than tle
one at which we have arrived. 'We may have heen wrong in our conclusions,
but we felt that we could not in justice to the taxpayer.....

The Hon’ble Sir Gangadhar Chitnavis :—“ I rise to a point
of order, my Lord. Does Mr. Sarma mean to say that the others who have
signed the note of dissent are dishonest ?

His Excellency the President :—“1 am sure Mr. Sarma did
not mean that.””

The Hon'ble Rao Bahadur B. N. Sarma :—“I never meant
anything of that sort ; I am sorry if any words of mine lent colour to such
an impression. Only such of us as have joined the majority report have
felt that we could not do anything other than what we have done. Now, I
may state that I am a small landholder and that the suocess of this amend-
ment may perhaps be useful to me personally on some cccasions, and T
respectfully ask Sir George Lowndes not to be 80 unkind to all landlords as
to group them togetber and draw a distinction between the two parties here,
the party of progressives and the party of landlords. He might very well have
put it as a party of progressives and a party of vested interests, the composition
of the parties changing from time to time acoording to the subjects wiih
which the Council may be dealing at the time. Now the point before the
Council is, whether, having regard to the basic principle on which fncome-tax
is Jevied in 4ll civilised countries, there was any reasonable ground for the
Select Committee to exclude agricultural incomes altogether for the purposes
of the Income-tax Act. Hon'ble Members may rememher that tge asic
principle is not one of taxing property, but one of taxation of incomes,
o the argument that a particular property might have been taxed ouce
and might stand a chance of being taxed a second time, has no application
whatever in a consideration of the principles on whioh the income-tax
administration is to be guided. Houses in towns and elsewhere pay a heavy
house-tax in municipalities and a smaller tax in unions, & tax raoging from
16 to 25 per cent., and yet we have brought house-incomes within the purview
of this tax, Businessmen aund professionalmen pay a heavy profeasional
tax on the professions they exercise; they have not sought exemption -
and cannot seek it under the provisions of the Income-tax Act. Assuming
for argument’s sake that land has been taxed and in a heavy manner, there
seems to be no ground for exempting it from the Income-tax Act; but if the
Government have, for reasons of policy into which the Select Committee did
not enter, exempted landed. incomes altogether, they cannot be acoused of not
baving extended their exemption in all particulars and uunder all ciroum-
stances, Landholders would, I think, have to be thankful to the Government
and would have to be thankful to the Seleot Committee in that they did not
follow the principle of income-tax administration to their logical limits and
bring landed incomes within the purview of the Income-tax Act. The question
is whetber landéd incomes, having been taxed already in the manner described
by various Hon’ble Members, it was right that we should indireotly tax landed
income by putting on taxable incomes a higher rate than was originally
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intended. My Lord, if the principle . I bave contended for is correct if & man
receives a taxable income whioh he can spend for his own purposcs, whether
he receives if from land, houses, business or profession, would not and ought not
to matter, 50 long as it is within the category on which the administration can
levy atax. We will take it that Rs. 3,000is the income from the land and
Its. 7,000 from other sources, Rs. 10,000 is the total income on which be is
justly assessable, and lic has to psy a tax on that Rs. 10,000. The legislature
have chosen to exempt Rs. 8,000, the agricultural income, therefore the tax on
Rs. 7,000, the other income, is at the usual rate at which he would bave to pay
if the whole Rs. 10,000 was taxable ; only care is taken that the Rs. 3,000 does
not pay any income-tax. If you regard the normal rate of taxation as one
auna in the rupee, l:think there can be absolutely no complaint of any kind,
tho digressive principle being applied in the case of the smaller incomes. If
one anna is the normal rate of taxation, on what principle can a person, who has
an income of Rs. 10,600, ask for exemption? Can it be x;imp!ﬁte because his
income happens to be derived from one category or another ? t us take the
normal rate of taxation fo be 4 pies with a progressive scale rising to one anna.
Even then, I submit, that the principle I have contended for shows clearly
when a man has to pay his tax on his whole income; only on certdin grounds of
policy all the income is not taxed. With regard to the grounds of polioy
urged, I think the Select Committee could not have gone into that part of tie
question; It is one of policy into which it was not their business to enter.
. They could not do otherwise than enact the provisions in the Bill as they stand
before the Council to-day., Whether your Excellency’s Government would be
disposed under the provisions of section 44 to exempt landlords on account of
their various acts of loyalty during thelast few yearsisa question of cxpediency,
of polioy, whiob it is not for the Couneil to consider. 'l‘hen_, again, I would ask
my friends to consider briefly whether they are not asking the Council to
perpetrate an act of injustice, injustico as between landlords and the poorer
tax-payers. 'Take taxation during the last few years. We have had a duty
on salt, & tax on exports and imports. We have bhad increased taxation in a
pumber of ways,-and it has risen from 82 millions to 110 millions. 'Where does
land come in except to bear its share of incrcased general taxation ? Itis true
that landlords have come loyally forward to help the Government in numerous
ways, and whilst Government are thankful for the same, how could t'he Select
Committee exempt a particular olass, having regard to the fact that if money
does not come from persons who have justly to pay, it will have to be taken
from the pockets of the poor, who have been heavily taxed and who will bave
to pay & little more if the balance is to be made up. As to whether it would
effect in a very large measure numerous classes of persons is another point
to which some aitention wes paid in previous sgeecheﬁ- Speaking for Madras,
with which province Iam fairly familiar, I may state that in regard to
riotwars patiadars there would not be very many coming within the clutches
of this Act unless they happen to be very rich {)eop!e getting large taxable
incomes i1 mean from the purely agricultural point of view, the I'xumber
of persoiis paying a revenue on more than Bs. 1,000 {o_ Government is very
limited indeed. We have ‘not temporarily settled samindars except in one
or two distriots; there are permauently settled gamindars in the distriot
from which I come. Governmentand the people have to be tlgankful for their
gorvices to the distriot; although there may be some agitation against the
Act, once they really understand it, there would be no difficulty in
thei,r appreoiating the justice of this special piece of legislation. I have
felt it, my Lord, that. it is the duty of those t?ho understand a h_ttle of
: cimt overnment in measures of this sort

inciples of taxation to sup ) .
fvlfe&"ﬁféfe is some misunderstanding owing to ignorance, I fully realise that
1o mere possession of knowledge would completely prevent a little of self

rting itself, but still, I think, it is our dutx and that is the reagon
ggmlﬁ?:egn;nred’to speak to-day in 'the qmnner.x_’n which I have done.
Of )crourse I feel sure that the Government is sufficiently strong to stand
between vested interests and tho poor if there boocoasion for it, aud if they do
articular I think they should only be congratulated on that, and I

;‘;’eli;‘m?‘t‘igy will not be deterred from any consideration in doing their duty.
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T also feel that all the greater is the duty which rests .upon us in supporting
Government, and I hope the landlords will not feel that there is any real
cause for alarm as to whether agricultural incomes would be taxed hereafter
under the provisions of the lncome-tax Aot by reason of this enactment. That
question does not really arise under the provisions of this clause, and I think
they have raised a thuuderstorm without any reasou with perbaps not
altogether desirable consequences to themselves."”

The Eon'ble Raja of Kanika :—“ My Lord, I beg to support the
amendment moved by my friend Rai Sita Nath Ray Bahadur, I may begin, ny
Liord, by congratulating tho Hon'ble the Finanos Member on his having securei
tn excellent ¢hampion iu the person of the Hon'ble Mr. Jinnah. Indeed, my
Lord, the Hon'ble Mr, Jinnah eo forcibly championed the cause of the Govern-
ment that I very much doubted if anything was left for the Government to
add, I bhad no intention of speaking aboutthe Permanent Settlement, but
since Mr. Jinnah referred to it andsince the Hon’ble Bir George Lowndes has
supplemented his remarks, it is nccessary to give a reply to it. I shall,
however, leave the Government with its good fortuno in having got Mr. Jinnah
as their spokesman, and I progeed, wy Lord, to place before the Counoil certain
facts to show how and why the landlords are feeling extremely apprehensive
with regard to the question now before the Counoil.

. “The landlords as a body, my Lord, have no desire to be obstructive, and
nothing is further from their mind than to manufacture unreal grievances.
The present Bill, however, has caused a feoling of intense uneasiness in all parts
of the country, and this apprehension, if I may so, is not without justification.

“It is quite true, my Lord, that there is no question of a breach of faith,
in the sense that the Permanent Settlement, as yet, is not openly threatened.
But I will venture to put before this Oouncil two pertinent points : first, that
the recent trend of Government’s action is such as to excitea very reasonable
apprebension in the minds of the landlords as to the ultimate stability of tho

ermanent Settlement and then, secondly, I shall try to show the inequity and
the injustice of the present olause 4 of the Bill whichis now sought to be
passed into law.

“The Permanent Settlemont, my Lord, is one of thoso solemn engagements
which must stand for all ages to come, and no Government, unless it chooses to
imitate the Prussian Statecraft, will ever think of setting it agide as a “sorap
of paper.’ No, my Lord, in the new world in which we are living and in the
newer world that is yet to be—God grant it might come soon—scraps of
paper, such as the Permanent Settlement undoubtedly is, have acquired & new
sanctity and & new sanction. It isno doubt true that as yet there is no
thought even of abolishing or even attacking it. But the policy of the
Government as expressed from time to time for the last few decades does give
the landlords great cause for anxiety. I will venture to give a few specific
instances. The Right Hon’ble James Wilson, the first Finance Minister of
India, speaking in the Oounocil on the 18th February, 1860, in introducing the
first Financial B8tatement emphatically asse that the landlords had
absolutely no right to olaim exemption from further taxes in spite of the
Permanent Settlement, and the whole claim was, as he put it, ¢ illusive,’ I
will not trouble the Council by quoting long extracts from his speech
especially after the Hon'ble Mr. J innv% didso. Auny one could easily refer toit.
But I beg to say that Mr. Wilson proved his position by quoting long extraots
from the Minute of Lords Cornwallis of the 3rd July, 1790, forgetting that the
zemindars of Bengal and Bihar take their stand not on any Minute but really
upon the Proclamation which became Regulation I of 1793. Itis by that
Begulation that the landlords stand or fall, and it is under that Regulation
that they claim exemption from any further encroachments upon them by
way of new taxation. I do wish the Hon’ble Mr, Jinnah kad referred to the
terms of the Regulations a littls more in detail. He would have found there
that the assessment was declared to be irrevocable, and that no further encroach-
ments were to be made upon the landlords by any persons whom tho Court of
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i)igf.actors might hereafter appoint to the administration of their affairs in
ndis.

“In spite of the ahove, however, the first Income-tax Aot of 1860
deliberately taxed all landed profits and the same'procodure was continued in
other Acts. 'I'hen the next move on the part of the Government to which I
want to refer was tho imposition of cesseson land for local works. The question
was keonly disoussed from about 1869 to 1871 whether such local cesses could
be legitimately imposed upon the landlords in spite of the Permanent Settle-
ment, and the controversy became so keen that that matter had at last to be
referred to the Scoretary of State.

“Hero, again, the interests of the landlords went to the wall, and the
Secretary of State decided in favour of the proposed local cesses which were
accordingly imposed throughout the country. The landlords have now got to
pay, in addition to the land-revenue, the hcavy cesses and have still to look
pleasarit. ‘

*I will not weary the Council by tracing the history of this tendency
very much in detail. Suffice it to say thut in 1886, the principle of the
exemption of agricultural incomes from the income-tax was acknowledged and
recognised by law. But after a long halt, recent years have again exhibited
this tendency on the part of the Government in a very pronounced form.
Last year Sir William Meyer, in introducing the Financial Statcment, while
refrainjgg from imposing additional taxation on agrioultural incomes, said that
‘ we can_give no pledge that we shall refrain from  doing so hereafter should
future pecessitios oblige us to take this course.’ This ominous declaration is
regardes, my Lord, by landlords throughout the country as only an instance
of coming events casting their long shadows beforehand. Thon comes the

resent Bill which, though it does not openly and directly tax agricultural
incomes, does 8o indirectly.”

“Take again, my Lord, Bir William Meyer's statement in this QOounoil
on the 6th Kebruary last. ‘Even if we are to tax agricultural profits
now,’ he remarked, ¢ which we are not proposing to do, it would bea mere
question of expedienoy '. This dangerous dootrine of expediency, my Lord,
can make or unmake miracles. There is nothing possible or impossible on the
face of the earth which expediency ' cannot justify. Some of the opinions
collected by the Government on thejpresent Bill and also what we have heard
from 8ir George Lowndes and other Members to-day reveal the same tendency.
These statements, my Lord, give just cause for alarm to the landlords. These
statements—each of them quite emphatio by itself—when taken together are
deemed strong enough to shape the shadows of any coming move and the land-
Jords might be pardoned, my Lord, if after Sir William Meyer's repetition
of the theory of expedienoy even to-day, they think that the present Bill is
an attempt to drivein the thin end of the wedge so as to ensure freedom

for action in the future R

. The Hon'’ble S8ir William Meyer :—" I rise to a point of order.
I think that when, a8 & man of honour, I said in my opening speech about the
clanse that there was no such intention, I am entitled that the Hon’ble Member

should take that from me and not impugn my honour.”

The Hon'ble the Raja of Kanika :—* Yes, I said that as it does
nol tax agrioultural income at all, there is no breach of faith, as I said in the
beginning, Agricultural income is already very heavily taxed in the shape of
land revenue—in some cases amounting to 50 per cent. or so. I wonder how
the other olasses of the community would relish the idea of a 50 per cent.
income-tax, and it would be most inequitable to subjeot it to fresh
taxation again, however indirectly the attempt might be made. It would in
fact be a double taxation of the same thing, or with the cesses I might
say it would amount to a triple taxation of the same commodity, and I
leave it to the Council to judge whetherit would be fair and just. e

«] also agree with the Hon'ble Mr. 3hafl that the present is of all times

the most inopportune for raising such a keenly controversial question. We have
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plenty of such questions on our hands just now, and I believe it would be both
just and yolitio to let the presont matter await solution until aftor the end of
the war.

* The Jandlords, my Lord, could understand the necessity of the clause if’
the Government of India had been faced by a temporary necessity of finding
more money for the supreme task of finanving the war. No such justification
has, however, been put forward for the clause. On the contrary, the Govern-
ment bas just demonsirated that it could realise a surplus in tie fourth year
of a world-wide war, and, what is more, thcy can as readily budget for a
surplus at the end of the fifth yoar of the war. What thenis the justification
for this pena! clause against the Jandlords ? It is the permanent featuro of
the Bill which has given rise to tho grave apprehensions of the landlords. We
appeal to your Lordship’s Government, therefore, to accept the amendment and
thus to remove the most objectionable part of clauss 4 in the Bill,

“ With these words, my Lord, I beg to support the amendment.”

The Hon’ble Sir James Walker :—* My Lord, I first saw this
clause last summer, It was not sprung on us quitc so rapidly as the
Hon’ble Mr. Khaparde has suggested. I did not at all like the olause. But
1 disliked it, not because it purports to remove an anomaly due to the intro-
duotion of graduated taxation, but because in itself it stercotyped the exemp-
tion of agricultural income from income-tax, and did that in a consolidating
and amending Aot. My Lord, I did not anticipate that the portion of the
clause, which is the subject of this amendment, would have excited the
opposition that it has done, I really did not think that Members would desire
that our income-tax law should offer matter as it were for a riddle—'When is a
rich man not a rich man ?’ The answer being—‘ When his riches are agricul-

“tural’ I think the equity of the clause has been very well demonstrated by

other speakers already. The Hon'ble Mr. Jinnah, among other Members,
referred to the history of the several Income-tax Acts. I may notice that there
isa olear and concise note on the subject in the Imperial Gazetteer of India, and
that brings out one prinociple noticeably. It is not only in the Act immediately
after the mutiny, but in other Acts that income-tax was taken on agricultural
income. In most cases when that was not done, a quid pro quo was taken in
the shape of a cess. I think that was done when the present Act of 1886 was
passed, and subsequenily when that cess was remitted to the landlords, only a

- very small relief was given to the income-tax payers—that is to say, only the

lowest class of incomes of from Rs. 500 to below 1ts. 1,000 were gi¥en exemption.

“ My Lord, I have no personal experience of the permanent settlement,
but the case of the patele in the Mahratta country is rather interesting to
refer to. These patels under Indian administration were practically farmers
or publicans of land-revenue, and to some extent they had vested interests,
but in most cases not very great. The British Government gave them pro-
prietary rights. There were other publicans and thekadars who also had a
cortain amount of hereditury connection, but they got -no such concession.
I never heard it argued, for instance, that an abkari thekadar, who has paid
heavy license foes and heavy still-head duties, should get exemption of inoome-
tax on his next proflt on that account. My Lord, my own crude opinions on
this subject have been reprinted in Paper No. I, and, as we have been given
the privilege of speaking and voting freely, it is necessary to come to some
decision as to how I am to vote, My own feeling is that, after the ventila-
tion of views that we have had in this discussion, I Lave no hesitation what-
ever in opposing the amendment and in supporting the olause, I think any

- misapprehensions which might have been caused by thisstereotyping of an

exemption, which has gone on for over 80 years, have been removed by the
discussion we have bad to-day. I therefore oppose the amendment.

* There ia'one word I should like to add with regard to the difficulties
mentioned by 8ir John OCampbell. I agree with him that there may be some
difficulty in the framing of rules, but with our system of lanl-revenue settle-
ment, I do not think there would be much difficulty in working the said rules,

“ With these words, I oppose the amendment P ”
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The Hon’ble Sardar Bahadur Sardar Sundar Singh g s
Majithia :—* My Lordg as a mewber of the Scleet Committee I had the
unpleasant duty to differ from my Hon’ble Collcagues so far as the principle
underlytp_g the provision of section 4 of the Bill, under discussion, is concerned,
and I think it is due from me to the Council that I should give tho reasons of
my dissent. The Frovision of section 4 takes away from tho proprietors and
fillers of the land what has been rightly conceded to them from time
Immemorial in o far as it indirectly taxes his income twico. My Hon'blo
Colleagues on the Belect Committeo have based their deocision, as they say, on
the hasis of justice and equity, and in support of their contention they have

iven an example which tc a casual observer puts the case somewhat strongly.
But, my Lord, they have evidently ignored the fact that the net agricultural
income had already horne its share of Government demand. I would
‘strongly urge that, whore an income has already borne its share of taxation,
it should not be brought under taxation again on the plea of calculation of
the total income of an assessec, and it was on this censideration that agricul-
tural income has so far remained cxempt from the income-tax assessment.
'{lslgqinstance of 1860 was due to special circumstances of the Mutiny of

37.

‘“I may say at once that if the exigencies of the Btate now demanded
more money on account of this gigantic war, I would not stand sgainst the
iriposition. 'I'he provisions of the Act of 1860 were repealed, and I would
submit that it would not be right to revive it agnin. It has tobe borne in
1hind that the zemindar gets his net income after deducting the expenses of
his cultivation, and after meeting all these demands he is then assessed his
land revenue, which demand goes up to 50 per cent. of his net income. He
has besides to pay cesses. On the other hand, a trader earns his income from
trade and from other sources and has perhaps, for the purposes of his trade,
to pay between 6 to 16 per cent. by way of interest on Eis capital, where it
happens to be a borrowed one, while, as submitted above, the zemindar has paid
nearly half of his total income from land. I, therefore, fail to see how the
two cases could be considered to be parallel. The semindar has no ocapital of
his own at his command and has not anything to fall back upon, and very
often has to face the vagaries of the weather. In seasons of drought and
consequent failure of Lis orops, he only gets by way of concession from Govern-
ment the abatement of Government demand or only & fraction of it in total
remission. The zemindar's capital consists as it does of his stock of cattle and
is of a perishable nature. 8o, on & ¢alamity happening or overtaking him, he
finds himself in a tight corner. In such a case he has to go to the moneylender
for putting him on his legs, with the result that once in his clutches he is for
the rest of his life not able to free himself from the burden of his debts. The -
indebtedness of the zemindars generally is proverbial, and Government have
had to come to their rescue and enactments liko.the Land Alienation Aot have
had to be placed on the Statute-book of India for their protection.

“1t appeurs that Government is aiming at taxation of those who are
able to pay and perhaps are considered to be very well off. But the majority
of agriculturists, at any rate in my Provinoe, are not so fortanately placed.

“ Even from the point of view of equity and justice, the taxing of an in-
come which has borne its share of the Btate demand is not right. Then, my
Lord, take the case of a zemindar who has an income of Rs.'1,000 from other
sources and has an agricultural income of RBs, 10,000. So, on his Rs. 1,000, he
shall bave to pay at the rate of nine pies a rupee, whereas the ordinary rate

ayable - by a non-zemindar having an income of Ra. 1,000 would be four pies.
E‘his places the zemindar at a disadvantage so far as this tax is concerned,
because on his Rs. 8,000 the zemindar has paid nearly 50 per cent. already and
he will have to pay on his Rs. 1,000 on the nine-pie rate. To place all parties
"and all incomes on a basis of equity I may olaim that it would be fair if land- * ,
revenue was abolished and a general taxation were introduced in the country.
That would be really placing the taxation on all incomes from all sourceson

the basis of equity. '
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“We know when the limit of Re. 500 was raised to Rs. 1,000, what was
tho attitude of the income-tax ussessing officer. No appreciable relief was
afforded to the general tax-payor, Only those whose income was taxed at the
source, such as mon drawing salarics received somo relief; but in the case of
others, the tax-payers of Rs. 500 income were invariably included in the
list of persons having an income of Rs. 1,000. In the case of landholders
who do not keep any accounts of tkeir income  and expenditure and have
no account books, the harassment of the petty official would be very trying.
It would besides, my Lord, open a door for corrupt underlings and
place temptation in their way. Everyonc knows what a zemindar has to
pay besides his usual dues of land-revenue to some underlings in some depart-
ments, and thesc expenses are such thal could not be properly vouched
for. I am thercfore afraid it will be extremely difficult to correctly gauge tho
nct income of a zemindar and would entail a good deal of worry nng trouble
to him. The majority of zamindars are illitorate and assuch easily misled as
to theintentions of Government in this respeot, and endeavours would be made
to lead them to think that thoy are being unduly taxed. It will afford to the
agitator a ready handle to stir up feelings which would be undesirable from
political points of view and may cause unnecessary worry and trouble to law-
abiding citizens of the Empire. 8o, for political reasons, I considér the
provision undesirable.

“ Another point that T would like to bring to the notice of your
Lordship and of the Counoil is, that it will discourage zemindars from adding
to their estates small useful industries. 'We have indigo concerns and small
sugar factories attached to some small estates, and if the small profits of these
agricultural concerns are to be taxed at a higher rate owing to the other agri-
cultural income of the zemindar being taken into consideration, it will natural-
ly kill those industries. My Lord, indigo could not stand the competition
with the synthetic dye and the sugar industry has to face a similar competition
with bounty-fed sugar of forei§n countries, and the charging of a
higher rate of tax consequently will prove the last straw on the
camel’s back. Bo, for the sake of these concerns, I think it will
be unwise to include agrioultural income for the purposes of ascertaining the
rate of tax chargeable on other incomes of a zemindar. For reasons of
justice, equity and for the saving of these minor industries, and lastly for
political reasons, the provisions of the section are fraught with undesirable
results. I would, therefore, strongly urge the acceptance of the amendment
proposed by my Hon'ble friend, Rai Sita Nath Ray Bahadur.”

The Hon’ble Sir Robert Clegg :—“I have one or two observa-
tions to make, your Excellenoy. In theory, I think, clause 4 is unassailable
and I do not think that any objection can be urged against it on the ground
of justice and equity; but I think there are practical considerations which
should not be-ignored. Personally, I agree to & great extent with what the
Hon’ble Mr. Shafi said. I am not aware of any great complaint of injustice
in the existing law, speaking for my own Presidency. The olause is not a
revenue-producing measure, and we have heard to-day of a Ereat deal of opposi-
tion on the part of landed proprietors to it. I do not think that the alteration
of the existing practice is of such vital importance as to justify it in the face
of such opposition, In Madras, the zemindars have in these anxious times been
staunch supporters of (overnment, und I am opposed to doing anything which
tends to diminish their support. I have been listening to the various speeches
to find some proof of the necessity for this olause, but, to my mind, the
neoessity has not been made out. Therefore, on the grounds of practical

" expediency, I must support the amendment.”

The Hon'ble Mr. E. H. C. Walsgh :—“ M{mLord, as the Hon'ble
the Finance Member has said - that official Members on this Bill are at liberty
to vote according to their own feeling, I should like to make one or two remarks
as to the reason why I must oppuse this amendment,

1
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“Inthe flest place, I agree entirely with what has been said by the
Hon'ble the Tinanoe Member that the proposal that rich men who derive their
money from the land should pay income-tax on their income from other
sources at the same rato as rich men who derive the whole of their money from
other sources is just and cquitable.

_ “Two objections have been urgod against this principle. In the first place,
it has becn suggosted by some speakers as rogards Bengal, and it equally affeots
my province, that it would be & breach of the spirit if not of the lotter of the
Permanent Seftloment. Ineed, perhaps, hardly make any remarks ou that head
when the representative of the landholders of my provinoe has definitely said
that they would consider it to be no breach of tho Permanent Sottlement. But,
as the fact has been stated and may be considered to have some foroe in it,
I would ropeat what has been already so olearly stated by the Hon’ble 8ir
George Lowndes, that what the Permanent Settlementdid in 1793 was to fix in
perpetuity the jama that was then assessod on each estate, and never under-
took that the holders should not be liable to taxation in respect of the in-
come they derived from their estates. This is also olearly shown by the fact
which has already been pointed out that previous to the present Aot of 1886,
income derived from land was for some time assessed to income-tax and
at the present time is also assessed to other ocesses and taxes in addition to
the landsrevenue.

“The other objection, which applies with more force to the greator part
of India in which the Permanent Settlement is not in force, is that the land
is at present so heavily taxed in the form of land-revenue that it is unjust that
it should bear, even indirectly, any further taxation whatever. The reply to
this objection is that in India the Btate is held to possess the sovereign right
of owncrship of the land, and that land-revenue is money paid for the use of
land, and is consequently of the nature of rent rather than of taxation. The
Hon’ble Mr. Shafi has said that the pointis debatable. I think, however,
that the history of land tenure in India shows that the above view is correct.

“There is one point that was taken up by the Hon'ble 8ir Robert Clegg,
that although everybody may admit the justice of the provision of section 4,
et it is not expedient, because it may be misrepresented and may in consequence
ead zamindars who hitherto have been partioularly loyal in supporting the
Government to assume a less sympathetic and loyal attitude towards them.
Speaking with regard to the part of the country with which I am acquainted, I
think the zamindars and langholders generally, when they fully consider the
justice of this liahility, will not be affected in any way in their loyal and
sympathetic support of Government. I entirely agree with all that the
Hon'ble Mr. 8hafi has said about the assistance that has been given by
zamindars to Government in the matter of recruiting and other war work and
the peouniary assistance which they have given to their tenants to induoe
them to enlit. In my own province, too, this has been done by
many private zamindars, amonﬁst whom 1 would mention my Hon'ble
colleague the Raja of Kanika ; and also I msy say, as representing the Oourt
of Wards, that many Court of Wards estates under the management of the
Board of Revenue have offered special coucessions in regard to rent to
induce their tenants to join the labour corps and in other ways to help the
Government. But I do not consider that these efforts are likely to be
lessened by this tax, which is obvionsly a fair and equitable one.

“ There is one other poiut which the Hon'ble Sir John Campbell has
pointed out, namely, that the provision in clause 2 as to the aethod of
arriving at the annual value of land may cause trouble in its application to
the United Provinces, As regards Bihar, I should like to say, as already
been said by the Hon’ble Mr. Monahan for Bengal, that we shall have no
trouble in this respect, because under our Road Cess Act we have already a
basis of annual value on which we can work.

“There is one other point to which I need only allude briefly, 88 it has
already been mentioned Ey the Hon'ble Mr. Monaban. It is that even if
this were indirectly a tax on income derived from land, it is not introducing
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an entirely new principle, because, under section 5 (5) of the existing Act,
the incomne from all sources, which under the instructions of the Bengal
Board of Revenue, which have been in forco since 1880, include non-taxable
sources of income, namely, income derived from Jand, have to be taken into
considoration iu deciding whether a man is liable to income-tax.

1 think, my Lord, that at this stage of the debate these are the only points
which I need lay before thé Council, which, I think, are all of them material
88 to the decision which should be come to in regard to this amendment.”

- At this stage the Chair was taken by the Hon'ble the Vice-President.
The Hon’ble Nawal Saiyed Nawab Ali Chaudhri:—

“Sir, T did not vonture to spcak on the last occasion when the Bill to consoli-
date and amend the law relating to Income-tax was introduced by the
Hon'ble Bir William Meyer, simply for the reason that I was not quite sure
how the position of the landlords was affected by the ohange. The wording
of clause 4is very cleverly put so as not to arouse any suspicion to a casual
reader, but when we come to analyse the seotion we cannot help coustruing it
in the light of a fresh and a new toxation on the landlorde—not by a separate
Bill but by the amendment of an existing system. Dost of the Members who
spoke on the last occasion ou the subject could not definitely estimate the
scope and extent of clause 4. They were vague in their attempts to analyse
the real meaning of the sectio;. and asked the Government {0 declaro its
intention,

“The Hon'ble Member in charge of the portfolio was pleased to state, and the
Hon’ble Mr. Jinnah endorsed his opinion, that the object of this unique depar-
ture was to make the income-tax taxation more equitable. I do not understand
how the olause makes the taxation more cquitable when the effect of the
seotion is to make the landlords pay twice over to the Government.

“The yearly revenve that a zamindar pays to the Government for holding
the land may be very well styled a tax on his income from the land; though
it had been fixed for ever by the solemn pledge of Lord Cornwallis in the
Provinces of Bengal, Bibar and Orissa. i

*“8ir, we have been oharged by the Hon'ble inance Member with escaping
taxation and living on the rest of the community. But does our revenue to
the Government count for nothing? I can give instances without number
where zamindars on account of the old scttlement pay a considerable portion
of their zamindari income to the Government, sometimes as high as two-thirds
of their collection, and the oaso of the Maharaja of Burdwan is a living
example. And,S8ir, if in addition to the Government revenue still further
in be made on our income from land, it would mean a deathblow to
agrioultural investment.

“It was during the reign of Akbar the Great tbat the idea of & permanent
settlement aggears to have been decided upon as a proteotive measure against
the unstable short-period system of revenue. The policy inaugurated by Kkbar
was continued by the British Government until under Lord Qornwallis it
was decided after mature deliberation that the assessment then demanded
should be fixed in perpetuity asit was hoped ihat by making the revenue
demand permanent the landlords would be induced to make improvements
and in many ways benefit the country.

“8ir, it is unnecessary to remind the Government of the solemn pledges
entered into by Lord Cornwallis with the zemindars of Bengal on thesubject
of permanent settlement. I do not go so far as the Hon'ble Mr. Bannerjea went
in asserting roundly that the Government intends to break its faith......, ”

The Hon'ble Mr. 8. N. Bannerjea :—*1I did not say that at all.”

The Hon"b"le, gh'g"Vice-President :—* I am sure you did not.”
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The Hon'ble Nawab Saiyed Nawab Ali Chaudhri:—

“ There has becn a good denl of adverse criticism on the soundness of the
Permanent Sottlement, and several unsuccessful attempts were made on different
occasions to compel the Government to retract their word. But, my Lord,
this policy of Lord Cornwallis brought int: being a class of men on whom the
Government could rely in the time of stress and difficulty.

“Tho generous treatment accorded to them was not forgotten, and
whenever the occasion demanded they proved a tower of strength and support
to the Government ; and, my Lord, if this taxation is s temﬁorary measure to
meet the exigencies of war. I am sure it will rcceive the hoarty su&:port of
the landlords who lave hitherto cheerfully responded to all demands made
upon their material resources as well as personal services. But if it is going
to be a permanent measure merely to rope in_the defaulters in the category of
which the landlords are to be unjustly included, I beg to protest against such
inclusion.”

The Hon’ble Khan Zulfikar Ali Khan:—* Sir, as practically all
the arguments against the sccond half of olause 4 have been produced by the
previous Hon'ble Members in their eloquent speeches, it is useless for me
to traverse the same ground. But in loyalty to the olass, which I have the
honour to represent, I must not keep silent on this occasion, and must repre-
sent to the gouncil the interests which are jeopardised by the proposed measnre
put forward by the Finance Member. It scems to me, 8ir, that a strange
misconception exists that the landlords, whenever their pocket is touched, raise
a fearful howl aud that by shedding orocodile’s tears they try to escape that
responsibility. I strongly protest against that misconoeption, and I assert with
all the force that I can command that the Jandholders bear more than their share
of the burdens of the State. Truth does nc becomestale by repetition, and when
1 say that the landlords are liable to be charged up to 50 per cent. on their net
profits, they pay more than any class that is called upon to pz:i income-tax,
Besides, that, whenever any of these people live in urban areas they pay cesses
and other municipal taxes which the urban classes pay. It cannot be ignored
that the expenses of the landlords are daily rising not only in the management of
their farms, but also in their personal needs ; the expenses in conneotion with the
contingencies of life of an agricultural farmer are daily inoreasinfg. I can
say without hesitation that it is the agriculturist who feeds most of the con-
cerns of life, and it is he who iscalled upon to provide funds for so man
undertakings of the Btate. The ultimate burden falls upon him. How can 1t
be said then with any show of logic that these people do not pay their
legitimate share of the expenses ? The other day when wo bad an informal con-
versation with the Hon'ble Bir William Meyer about this Bill, he indicated two
chief and prinoipal reasons which actuated him in getting through this
measure, The first was this, that the landholders were rich and the second that
they enjoyed a fixed tenure for a number of years, whereas the ordinary people,
the poor people as he called them, were liable to taxation every year......"”

The Hon'ble Sir William Meyox; t— “I must protest against the
Hon'ble Member's distortion of what I said. I mentioned these facts in the
course of & long conversation, but I did not take my stand on them. I took
my stand on what I said this morning, on grounds of general justice and
equity "

The Hon'ble the Vice-President :—“I think the Hon’ble Member
would be well advised if he did not refer to any private conversation outside

the Council.”
The Hon'ble Khan Zulfikar Ali Khan i+ Well, 8ir, 1 was

referring t0 a private conversation and 1 am sorry that he,.does not want me
to bri.nggit forvl;ard. But one of the arguments which he then adduced he stil}

h(ﬂd’uc uo”

"5-80 r.x.
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The Hon'ble the Vice-President :—“1thinkitis better that the
Hon'ble Member should not refer to any private conversation outside the
Council. We have bad here to-day sufficiont arguments on this question to
which he can refer without bringing in arguments used in a private convcisa-
tion outside the Oouncil.”

The Hon'ble Khan Zulfikar Ali Xhan :—“I am referring to
the arguments which have been brought forward in this Council.”

The Hon’ble the Vice-President :—* You are quito in order in
doing that.”

The Hon’ble Khan Zulfikar Ali Khan :—* The argument which
he hrought forward in this Couneil in his speech was that the landlords were
rich and they could afford to pay and there was no reason why they should not
be taxed......".

The Hon’'ble Sir William Meyer :—" I did nothing of the sort.
I said that if a man was a rich man and a landlord and had at the same tiwe
income from other sources he ought to pay on that incomo from other sources
with reference to his general wealth. 1 did not say that all landholders were
rich or that all landholders ought to pay more.” .

The Hon'ble Khan Zulfikar Ali Khan :—“ Well, Sir, I take
the Hon'ble Finance Minister’s word and say that the income from agricultural
sources would be taken into consideration to fix the rate for income-tax to be
levied henceforth. As regards this argument, it is a debatable point whether
a landholder is rich because the standard of affluence cannot be definitely
prescribed.

“ It is his income from the land which is to be accounted towards fixing the
rate. Has the Finance Member considered the disabilities of a landholder
during the course of the year, the vicissitudes of the seasons, calamities of
weather, ete.? Has he considered these points in taking as his busis the
income which a landholder on the average derives from the land? I beg to
say, Sir, that the income of a landholder is not what it used to be 30 o» 40
years ago. His expenses have enormously risen in farm management ; the
expenses of husbandry have enormously risen, and it cannot be said that he
enjoys the same means as he did 40 years ago.

“ There is one point which I want to impress upon the Council and that is
this, that the landholder is very unfortunately situated as rezards professional
men or traders. Professional men under stress of adverse circumstances add
to their fees and charge enhanced rates to their clients; the trader can add
to his prices which the purchaser must pay in order tq live a comfortable life.
In this manner the professional man as well as the trader both escape the bur-
den which the agriculturist pays. Would it, therefore, be fair to say that the
landholder escapes, with the smallest amount of payment, the burdens of the
Btate. Now, taking the political aspects of the question into consideration may
1 urﬁ:aon the attextion of the Council that this class have supplied the men
who have served the Empire under these dire conditions. ‘They have contribut-
ed towards the expemses of the war. It is the land-holding class whose
relatives have died for the Empire in East Africa, in Flanders, in Gallipoli,
in Mesopotamia and elsewhere. I can say with feelings of pride, as
regards my own province, that we, Punjabis, have supplicd men and
money for the Empire to an extent that no other province has so far
done. I oast no aspersion on other provinoes. I believe they are doing well
in other spheres, but what I beg to urge is this that the landholding olasses all
over the country are doing all that they can to forward the cause of the
Empire. British . officials’in- India in the past have produced men of remark-
able talent, it is they-who have built up the Empire by winning the love of the

people by their tactfnl and“generoun treatment, and { have every reason {0
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believe that thoy are animated by tho same spirit now. I hope that in the
treatment of this question un exhibition of this spirit towards the people who
have served the Empire with their blood and money will be given.”

The Hon’ble Mr. Khaparde.—“1 did not speak in the ear] ¥y part
to this debate, because I have an amendment in my own name on the
same point. After hearing this whole debate it appears to me that I had
better state briefly what I have to say on the subjeot, taking care
not to reiterate the arguments that huve been urged. What few argu-
ments are left I shall urge now. Before doing so I shall attempt to define my
position.  As regards being a landlord, my position or my claim may be
regarded as strong or as weak as that of the household fly to be called a
bird. It has got wings and it can fly, but it all depends on the investigator to
class it along with birds or with land worms. I am in tho position not exactly
of that cf a Jandlord and not exactly not a landlord. I have a few fields. 'The
difficulty in my position is, therefore, one of classification. In this Council
there are landlords and progressives. I think that anyone acquainted with me
will not hesitate to put me among the progressives, and perhaps a little further.
Anyhow I take it that I am a progressive. On the other hand, I am a little
bit of a landlord myself. I earnestly belicve that the second part of this
clause 4 is really very objectionable. It is for this reason und for no other
that I support the present amendment. There are two points which appear to
have been forgotten, one of them fortunately hasbeen brought up in the opinions
coming from Bombay, & very high officer brings that up; he has had long experi-
ence of income-tax administration in the city of Bombay and the mofussil. That
is & very important point. In India, rightly or wrongly, there is an inherited
idea that a man’s income ought never to be disclosed. As is said in the South,
nine things ought never to be disolosed. Among them ‘one’s own income’
comes very high.

“This rule has come into existence for centuries, and it is followed at the
present time. Just as in English life nobody speaks of anything, but the
weather on first acquaintance and it takes a long time to make a reference to
matters of a private nature, 6o in India you make inquiries of all kinds, but
you never allude to the income of a person. That is an inherited notion, and it is
a deep-rooted notion. I firmly believe that by calling upon every one to declare
his income you create a hards{ip A large number of Ieople, I am nct one of
them, trade oo their oredit, as is done in England also, and for them to
have to disclose their incoms and their various means of livelihood is a real
hardship.

At.%his stage the Ohair was resumed by His Exceilenoy the President.

“There is another point about this, my Lord. It has been pointed out in a
book which I procured from the Imperial Library—I take it that this book
is a standard work of some kind—it has been pointed out in that book that
income-tax even in America and elsewhere, in fact wherever it has been
imposed, hasled to a great deal of hard swearing. People do not want to
disolose their incomes : sometimes they do not keep their accounts; often-
times they have not got a clear notion of it themselves, but anyhow they go on,
and try to avoid mentioning their income. In India, unfortunately, it is be-
lieved that this kind of temptation should not be thrown in the way of the
common people, mere especially when their inherited instinot of not disclosing
one's income will be working upon them. There is also a third trouble about
them which, Iam glad to find, has found strong support from an experienced

entleman like the Hon'ble 8ir John Campbell. He knows the difficulties that

e revenue authorities would experience, and the Bombay people have complain-
od of them. There is a fourth one, and it has not been mentioned up to this time,
and that is that in agrioulture, as I have found. it from personal experienoe,
the closer the supervision that 8 man can give to the manangement of
his farm the better is the income from it, and then as gou hire services
more and more you get less and less, and s0 t!mt. in. course of time, beoomqa
ruinous, if you go beyond a certain point in ucquiriog land, and this
acoounts for the proverbial indebtedness of the peasant olass. I have
geen in my province there are some jahagirdars who may be deemed
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as large zemindars, there are peasant proprietors and ryotwari tenants, and I
am one of those ryofwari tenants—that in agriculture as your business
extends your cxpenses also correspondingly inorease. You begin with
a field or two, and then you go on adding to the number of your fields
and so cvery acre that you cultivate increases the cost of cultivation.
Later on supervision costs a great deal. Lastly, it comes to {Lis, that if you
go heyond a certain point you will see that agriculture does not pay. Practis
cally people stick to fields, not because it pays them, but becauso it gives
them a social status. If a man has noland in my part of the country he is
looked upon more or less as an outsider ; he is not considered as a local citizen ;
and so, in order to keep up bis position, to hold up his kead among his people
and to sit in the village Chuwds to have the gossip of the day, it is quito neces-
sary for him to have some agricultural lands. Now, it will be said that these
small people will be excluded. I humbly submit that these people will not be
excluded for this simple reason that these poor people, though they have got a
few fields, aro the descendants of large and ancient families and they have
enough of lands so as to appear as rici people in the world, but as a matter
of fact they are not, and their farms do not pay. Butif you go into their
accounts, will you deduct their expenses of cultivation, will you deduct their
expenses of supervision, will you deduct also the diverss changes and fluotu-
ations in the market ? 1f those are all deducted I think the inquiring officer
will come to the conclusion that agriculture does not pay and that the tenants
have nothing to pay, and he will get absolutely nothing out of these landholders.
8o it comes to be that agriculture is one of those industries, if industry it
really is, in which a man does appear opulent: he appears to have capital ;
he appears to have fields; he appears to have servants; but as a matter of ,
fact he really has got no capital, and if you look into his accounts you will
see that he never had much cash at all and lives by borrowing. 'That accounts
for the gemindars in my part of the country being indebted. Jakagirdar
is another name for a respectable person who may be very pear the brink
of being declared insolvent or somewhat in that difficult position. Bo these
are considerations which weigh a great deal, and I hope the Council will
kindly take all these faots into consideration before voting on this amend-
ment. I of course support this amendment though I have another amendment
standing against my name. " :

His Excellency the President :—‘ With the indulgence of the
Council I am sure Hon’ble Members will wish to hear what the Hon'ble

8ir William Megyer has to say.”

The Hon'’ble Sir William Meyer :—*I thought I had a right
to make a final speech.”

His Excellency the President :—* Only with the indulgence of
the Council.”

The Hon'ble 8ir William Meyer :—“I do not want to trespass
on the time of the Council at this hour. I do not wunt to go back on what I
said in the opening part of this long debate that, so far as Government is
concerned, we leave it to the Council. I just want to correct a few misstate-
ments that have been made, particularly by the Hon'ble Khan Zulfikar Ali
Khan. In the first slace, he tried to rouse the commiseration of the Council
for the poor landholders of the Punjab. He said the Government took
50 per cent. of the net S]roﬁts of their assessments, The Hon’ble Member
knows perfectly well that that is only theoretically so, but that, as a matler of
faot, the Government takes much less thau that,

“Then he talked of the landholders of the Punjab, the cultivating classes
being much worse off now than they were 40 years ago. I challenge that as
a direct misstatement of facts. If the Hon'ble Member will take the trouble
to study the prices of land ssles in the Punjab he will see that land sells many,
many times above its asseesment, and that the prices are inoreasing. Thatshows
that the oultivators instead of getting worse off are infinitely Eetter off...."
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The Hon’ble Khan Zulfikar Ali Khan:—“May I rise to a
point of order. What J moant was this, that tho expenses of agriculturists in
the Punjab as regards the management of their farms aud their own personal
exponses are increasing, and not that they are getting poorer.”

The Hon'ble Sir William Meyer :—"If the cultivaor's expenses
are increasing, it is perfectly obvious from the sale figures of laud thathis net
profits are increasing in far greater proportion, and if the cultivator is poor then
the case does not apply ; he has not got any money to lay out on investments
and produce ‘ other sources’ of income. If he is well off then the case comes
under clause 4.

“1 should like to remind the Council exactly what the position is.
We will take the ocase of a land-holder who is, as my Hon'ble friond
Mr. Bhafi has informed us with acertain amount of pardonable pride as
regards himself making Rs. 25,000 and upwards outside the land. The
position is not altercd in the least by clause 4. He pays one anna on his
income outside the land, and he will pay that in any case. Then, again, if a
man is making nothing out of the land, or if he is making less than a
thousand rupecs out of the land, the operation of clause 4 does not come in.
It only applies when people are making money out of the land, when their
net agricultural income exceeds Rs. 1,000, and at same time is within
the gradation scale rising from 4 pies to 9 pies of Sohedule I. As regards
the net|agricultural income in excess of Rs. 1,000 you add that simply for the
purpose of sceing whether, having regard to his income as a whole, the man
should pay 4 pies, 6 pies or 9 pies or whatever it may be, and on Rs. 25,000
in any case it will be one anna.

* As regards Bir John Campbell's argument that there would be an enor-
mous amount of work thrown on him and his officers by this clause 4, as I
think Mr. Monahan said, I always understood that the United Provinces
officials prided themselves on knowing all that there was to know about the
circumstances of their agricultural people. It appears that this is so no
longer, if 8ir John Campbell’s statement is to be accepted. ‘But I would
observe that the Government of the United Provinces took no such argument,
80 that either the Lieutenant-Governor did not agree with the view taken by
Bir John Campbell, or, without disagreeing with him, he thinks Sir John
Oampbell and his officers might safely undertake more work.

%1 do not wish to dwell on the arguments pro and con and the general argu-
ments of principle bocause they have been sufficiontly dealt with by other people.”

The Hon'ble Rai Sitanath Ray Bahadur:—“My Lord, aftere r.x.
the warmth dnd heat displayed by some of the official Members and their
new-born partizans, and the language used even by men who bave hitherto
been credited with the possession of a reasonably sweet temper, I really
hesitate in giving a reply, or to return the compliment in the same spirit as
bas been used Ey some of my Hon'ble Colleagues, If it were entirely left
to me, I would have, to speak the truth, retired from this unequal contest.
But having given notice of the amendment in question, I cannot now with-
draw it without stultifying myself and prejudicing the case of the zemindars
very seriously. However, I am really surprised and grieved to find that because
some of us thought fit to oppose this section, our loyalty should be ques-
tioned or we sho:lx?d be charged with unnecessarily obstructing the Government
in its attempt to find more money. ) '

« However, I beg to say that I witnessed a unique speotacle this daé on
the one hand of an attempted rapprochement between some of the official
Members and the so-called progressive party, who have hitherto been oalled the

of Home Rulers, if not something worse, and of extending the right
ﬁ:ﬁ of fellowship to them fur the purpose of enlisting their sympathy and
oapturing their votes, and on the other hand of deorying snd condemning " -
the very semindars, who have always been ocalled loyalists and who have
hitherto always stood and will always stand by the Government and who hsve
always been at the beck aud call of Government, and who have in dlﬁgrept
ways contributed very liverally and generously to all the funds raised within
the last four years for war purposes and subsoribed liberally to the War Loan.
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“The Ilon'ble the Finance Member has expressed some surprise at my
assuming & new rble, but I may say for his information that, though not
possessing such large estates as are possessed by my Hon'ble friend the
Maharaja of Kassimbazar, I am the possessor of a few acres of land here and
there, and I have spoken in that capacity in Bengal several times, and have
always taken a prominent part in the discussion of questions affecting zemin-
dari. And I beg to add for the purposc of relioving his anxiety
about myself, that I champion not the cause of any partlcu}ur
class, but the cause of equity and stand up for a principle which
bas  been recognised by Government in all previous enactments.
I have not raisod a cry over the inviolabilily of the Permancnt Settle-
ment, but must say that the principlo so long recognised should not be ignored.

“T congratulate the Hon'ble Mr. Jinuah on his assaming the rélo of the
official Member in this matter, but I refrain from ascribing any motive to him
as he always does in this Council. Agricultural income was only once includ-
ed in the scope of the income-tax. T wish to correct 8 mistake whioh orept
into the speech I made first. The first Income-tax Act was passed in 1860,
and amended in 1862, when agricultural income was first taxed, with the
consent of the Maharaja of Burdwan who was at that time the representative
of the zemindars. That was donc as an emergency measure to meet the expenses
of the Mutiny. But it was repealed in 1867 and since then agricultural
income has never been taxed.........".

The Hon'ble Mr. M. A. Jinnah t—May I rise to a point of order,
my Lord. T do not think the Hon’ble Member is quite correct. There was an
Aot passed in 1869, which included agricultural income.

The Hon'ble Rai Sita Nath Ray Bahadur:—After this I
have nothing further to say. I leave the question in the hands of the Council.
The motion was put and the Council divided as follows :—

Ayrs—=30. , Noea—25,
H. E. the Commander-in-Chief. The Hon'ble Bir W. Meyer.
The Hon’ble Sir G. M. Chitnavis. » 8ir C. Hill,
»” Mr. 8. N. Bannerjea. ” Sir 8. Nair.
” Sir John Campbell. ” Sir G. Lowndes.
” Pandit M. M. Malaviya. » Sir G. Barnes. .

- 8ir John Wood. » 8ir R. Gillan.

” Mr. H. Sharp. » Dr. T. B. Bapru.
» Major-General A. H. Bingley. " Sir J. DaBoulay.
» Sir Hamilton Grant, ” Mr. A. H. Ley.
» Mr. C. H. Kesteven. » 8ir E. Maclagan
»” Surgeon-General W. R. Ed- ” Mr. R. A. Mant.

wards, » Mr. H. F, Howard.

» Colonel A. J. Caruana. ” Mr. G. B. H. Fell.

” Mir Asad Ali Khan Bahadur, »” Mr. F. C. Rose,

»  Bir Robert Clegg. » Mr. A. P. Muddiman.

» Rai Sita Nath Ray Bshadur. » Mr. 8. Sastri.

» Mabaraja Sir Manindra Chan- » Mr. B. N. Sarma,
dru Nandi. » Sir D. Wacha.

" Nawab Ali Chaudhri Khan » Mr M. N. Hogg.
Bahadur. ” Mr. M. A. Jinnah.

” Rai Krishna Sahai Bahadar,

2 Mr. F.J. Monaban,
the Raja of Kanika.

» Mr. E. H. C. Walsh.
» Mr C. A. Kincaid. » Sir James Walker,
» Kban Babadur  Allahando Mr. A. W, Botham.

8hah. »  Lt-Colonel 8. L. Aplin.
” Sir J. 8. Donald.

” Rajah 8ir Rampal Singb.
» Khan Bahadur };um fubam-
mad Shéfi. :

” Kban Zulfikar Ali Khan.

" 8ardar Sunder Singh.

» Mr. P. J. Fagan,

» Mr. 4. 8, Khaparde.

” Rai B, D. Shukul Bahadur.

" Mr. K. K. Chanda.
The amendment was accordingly accepted. i
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Hiz Exocellency the President :—“I think it would be for the
convenience of Council if I wero to state that I proposo to sit in this Chair
until this Bill is finished.”

The Hon’ble Mr. Khaparde :—“ Aftor the result of the voting on 6-6r.x.
tho provious amendment, I shall withdraw my* amendment.”

The Hon'’ble Sir William Meyer :—* I would only point out
that, striotly speaking, as tho Hon’ble Mr, Sita Nath Ray's amendmont did
not cover sub-clause (2) of clause 4 of the Bill, sub-olause (2) stands, But,
of course, in view of the voting just now, we will withdraw that sub-clause.”

The Hon'ble Mr. Khaparde :—*“I will withdraw my {amendment,
because it is probable that sub-clause (2) will be dropped now, in view of the
voting that has taken place on the amendment of the Hon’ble Rai Sita Nath
Ray Bahadur.”

) ::l'he Hon'ble Sir William Meyer :—“Quite so that is what I

"The motions were by leave, withdrawn.

. The Hon'ble Rao Bahadur B. N. Sarma :—“My Lord, I
withdraw my amendment.

‘That in clanse 4, sub-clanse (2) be omitted, and in clause 43, sub-clause (2), the words
“gubject to the provisions of scotion 4 ’ Lo omitted, and after the word ‘ incomo’ the following
worde be inserted, namoly :—

‘but in meking any such rule for any ares in which g-basis has been dofinitely lsid down
by or wader any enastment for the ascertainment of the annual . value of tho land regard shall
behad to that basis.’

The motion was by leave, withdrawn.

The Hon'ble Mr. K., K. Chanda :—* My Lord, Ibegtomoveas,,
sn amendment, s

“That in clauss 8, after the words ¢ Income drived from house property in respeot of the’
the words ‘net rent actually received or when thero is any doubt about the actusl rent the’ -
shall be inserted. -

“ My Lord, the position is this. The olause as if stands in the Bill says :—

The tax shall be payable by an assessce under the head ¢ Ineome derived from house
property ’ in respeot of the bond fide annual value of any house property of which he is the
owner” And for the purposes of this section ¢ annaal value * is defined as follows : —

* annual value ’ shall be deemed to mean the sum for whioh the property might reason-
sbly be expected to let from year to year.’

¢ I submit, my Lord, that the clauso as it stands means that I shall be
taxed not on the aotual income I derive from the house, but on the inoome
which the assessor thinks I ought to get from the house or ‘the sum for
which the property might reasonably be expected fo let from year to year.’
I think, my Lord, that is hardly fair. House rent is not a thing that is fixed
for ever. It depends upon many circumstances that vary from time to time
and the position of the parties sometimes. Therefore, if I am to be taxed not
on the actual rent I receive but on the rent which the assessor thinks that I
ought to receive, I submit that I shall be taxed for a thing which I do not
get or it may be for less than I actually get. Sometimes it may be that I may
get more and sometimes less. I shall give one instance that occurred in this
very oity. Last year I wrote to my Hon’ble friend Mr. Muddiman asking him
kindly to let me have a separate house as I intended to bring my family here.
He replied that all the houses available had been disposod of and he sent me
a list of house owners, BSo I wrote to these parties, and one reply I received
was & telegram from a lagdv, which said ‘ House available at rent of Rs. 8,000 *

V.

sal

for ten days, payable in advance. ’ I sent the telegram to Mr. Muddiman in
original ..."

® That in olause & (1) for the words from *but the et amount ' to ‘under this Act’ the fsllowing
shall be substituted ;— .

+und shall not be taken into consideration direstly or otherwise in determining the rale at whish the
tax ahall be lovied on any income chargesble to ivcome-tax under this Act’ . :
1 ¢ That subeolsase (3) of olaase 4 bo omitted.’
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The Hon'ble Mr. A.P. Muddiman :—" I hops the Hon’ble
Member does not suggest that I wasa party to that proposal. ”

The Hon'ble Mr. K, K. Chanda :--“I beg the Hon'ble Member’s
il.arzn‘d(m ; I did not mean that. Ten days aferwards I received another telegram
om the lady saying that she had made a mistake, She thought I as
altonding the Princes’ Conference, and evidently she thought I wasa Prince
of Assam, the Raja of the Khasia and Jaintia Hills probablg. ‘When she
disoovered her mistake she brought the rent down to Rs. 260. Suppose thatl
was able to pay the rent she demanded, how would she be taxed ? Noton the
amouut of rupees three thousand she would get, but what should be the rent
acoording to the assessor which would proba%ly be in the neighbourhood of
rupees two hundred and fifty monthly.

“It is obvious that thero would be no reason to tax her on, a lesser
amount : but that will happen according to the clause as it stands.

* My submission is, my Lord, that the assessment ought to be not on, the an-
nual value of the house to bo assessed Ly the assessor, but on the net rent which
I derive from it if that can be found out. Where there is no means of finding
that out, of course you may fall back on the definition given of ‘annual value’
in the clause, In this matter, my Lord, I am fortunate to find that I have
the support of the Hon'ble Mr, Ii’ailey. In his minute to tho Government of
India on this matter he says the same thing, He says :—

¢ This section introduces a new principle in that it bases the assessinent on annual -value
instead of income. ‘ Annual value ’ as experience in Municipal housc-tax aseessment proves,
is & matter of very great difficulty to determine, and tho effort of the Municipal Committee to
doso leads to constant appeals.” .

“J submit, my Lord, this amendment to the acceptance of the Council.”

The Hon’ble Sir William Meyer:—“The objection to the
Hon’ble Member's proposal, whioh has a certain specious air about it, is that it
would enable a house-owner who rents his house at & nominal sum to a relative
to evade income-tax. A man may let his house at what we call a peppercorn
ront in England to his nephew, his sscond cousin and all the rest of 1t, and
next to no rent will be shown. The Hon’ble Member says he wanis by his
amendment to substitute net rent. That apparently would leave all the other
olauses in aotion. The remaining clauses are to temper the full rent in respect
of certain matters.

*T think if is absolutely the sound system—the system in England, the
system everywhere I know——that in calculating house-rent you disregard these
denami transactions, and you take the rent at what it is likely to be on & com-
mercial basis. For these reasons I cannot accopt the amendment.”

The motion was put and negatived.

The Hon’ble Mr. K. K. Chanda :—* My Lord, the next amend-
ment that I propose also relates to the same olause to which I wish to add the
following proviso :—

‘Provided that where the property is in the cccapation of the owner the amount to be

assessed 28 annual valus of such property shall not exceed 10 per cent. of the aggregate
income of the owner of the property.’

At this late hour I shall not detain the Council by any lengthy remarks
of mine, but I should like toread to the COouncil the opinion of the Punjab
Government on the subject of this amendment which I adopt. They say:—

¢ In some of the older cities and towns there are descendants of families formerly of
good position but now decaying, who live on re incomes in capacious dwellings,
occupying large and valuable sites and representing the last relics of their former splendonr.
The snnaal value of such honses wonld maintain them in a proper state of repair. The
Lieutenant-Governor considers that some special powers should be given for dealing with
cases of the natare described. Possibly a rule on the lines of rale 7 of the Government of
India, Finance and Commerce Department, Notification No. 2763, dated 6th June 1890, as
ubce?:;ntly amended, limiting the amount fo be assessed on account of the bnikiing

ocfsulg by the owner to 10 per cent, of the aggregate income of the owner from all sources
might meet the cass.’
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“There is also the testimony to the same effoct in the Census Report of
Volume I, Pt. I of 1801, of 8ir Edward Gait at page 23 where he speaks of
decayed ancient familics.

; ‘Struggling to keep up appearances in an ancestral louse bnilt in more prosperous
1mes, ’

With these words, ¥ submit, my Lord, this amondment to the acceptance
of the Council, ”

The Hon’ble Sir William Meyer:—“ As the Hon'blo Member 615+
says, this limit that he wants to impose was brought in by the Government of
Indis departmentally in a Notification of 1890. He now wants to stereotype
it in the law. Well, having regard to the opinion expressed by tho Punjab
Government and other authorities that we consulted, that we owo considera-
tion lo decayed {amilies living in their old ancestral homes, I acoept this
amendment.

The motion was put and agreed to.

The Hon’ble Rao Bahadur B. N. Sarma :— My Tord, I beg e, .
to propose that af the end of clause 8, the following words shall be inserted :—

‘Where the tenant undertakes to pay the land-roveaue, local rates or |municipal taxes in
respect of the premises.’

With this addition the clause will staud thus :—

‘For the purposes of this section and sectlon 9 the expression ¢ annusl value’ shall be
deemed to mean the sum for which the property might reasonably be expected to let from
year to year, where the tenant undertakes to pay the land-revenue, local rates or municipal
taxes in respect of the premises.’, ’

“The position I wish to have clearly expressed by means of my amend-
ment is this: that you should tax the income really at the disposal of the
assessee. If a thousand rupees is his income and he pays Rs. 160 in the shape
of taxes, the ineome af his disposal is really Re. 840. Of oourse he cannot
plead any private expenses in the way of abatement; but I think these are
just deductions, and on the faculty theory on which the income-tax is based, I
think he ought to be taxed on the amount at his disposal. Toa certain extent
it may be contended that the language of the section as it stands supports
that ocontention, because if the tenant agrees to pay a certain amount of rent
after paying the taxes, then certainly under this seotion, as it stands, the owner
of the house will not be liable to taxation except to the extent of the rent that
he receives from the tenant. - But it might be contended that inasmuch as
there is a speoifio exemption in seotion 9, and there is np exemption in seotion
8, that it was not the intention of the legislature to exclude the taxes under
section 8. I wanted to make that perfeotly clear. There is no real difference
in principle between income derived for purposés of section 8 and for ]ppr-
poses of section 9. I therefore hope that the Government will be able to
acoept the amendment.”

The Hon'ble Sir George Lowndes :—“ My Lord, Iam afraid ¢35,
this is an amendment which the Government cannot acvept. Personally J find
some dificulty in understanding it. Bo far as it refers to land-revenue, land-
revenue is already deducted before income-tax is assessed. Bo far as local rates
and municipal taxes are conoerned, it is a thing which is never allowed off house
property in England or, I believe, aniwhere else. - Municipal taxes are a purely
pemona{ expense. You may have a house with water laid on, municipal water,
and if you pay rates for it, that is paying for something in addition to the house.
Supposing you have no water laid on you have to provide it otherwise, The man
who gets water from a munioipality will be allowed the municipal tax; the oiher
who does not get it will receive no allowance. Asfaras I can understand it
that is what my Hon'ble friend means. It is almost an absurdity. These
local rates are just like personal expenses for which we do not allow abatement
of income-tax, They are like the expenses for servants, motor cars, clothes, or
anything of that sort. Expenditure on such things as municipal scavenging,
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eto., are trented as purely personal cxpenses and are not allowed in England.
We do not propose to allow it out here.”

Tho motion was put and negativod.

The Hon’ble Mr. K. K. Chanda :—*“ My Lord, this amendment
is a small one. ‘

*That in clause 12 (2), after the words *the life of his wife,” the words, ‘or his children
or to make provision for their education or marriage expenses,’ shall be inserted.

% Tn olause 12(2) provision is made for excluding from the computation any
sum paid by the assessee to effect an insurance on his own life or on the
life of Lis wife or in respect of a contraot for a deferred annuity on his own
life or on the life of his wife. My amendment seeks to insert after this
¢ or his children or o make provision for their education or marriage expenses.’
We find there is a similar provision in clause 6(7)(#) in favour of Govern-
ment servants. I submit, my Lord, that provision should bc made with
regard to children in the case of the other sections of the community also.”

The Hon'ble Sir George Lowndes:—*“My Lord, this is a
point that was very carefully considered in S8ecleot Committee, and the Select
Committee were unanimously of opinion that we ounght not to make
allowance for insuring children. Here, again, we had b:iore us the English
practice where provision for the education of children is not allowed. It is
quite obvious why. A man can, of course, put aside a considerable portion of
his income in this way which escapes taxation. We havefollowed the English
practioe ; we considered the point and thought it ought not to be allowed.”

The Hon'ble Mr. K. K. Chanda :—“ May Isay one word, my
Lord, in reply ? I find in clause 6 (1) (i) the following :-—

‘ any sum deduoted under the authority of Government from the salary of any individual
for the purpose of securing to him s deferred anuuity or of makiug provision for his wife or
children provided that the sum so deducted shall not exceed one-sixth of the slary.’

¢ It does not appear why this has been made in favour of Government
servants and not in favour of other people.”

The Hon'ble 8ir George Lowndes :—“ My Lord, I think T
may be allowed to tell the Hon’ble Member why. It was because in the one
case it is & compulsory deduction ; the man does not get it. Government
deduots something from his salary, and therefore he does not get it ; therefore
it is not his income and therefore we have to allow it. ~When it is a purely
voluntary payment as in the case of a provision for children’s education, etc.,
the money is his own property which he can deal with as he likes, and the case
is quite different.”

The motion was put and negatived.

The Hon’ble Rao Bahadur B. N. Sarma :—* My Lord, I beg
to propose the amendment which stands against my name, and that is an
addition to olsuse 14, The amendment runs thus : —

‘That at the end of clause 14 the following proviso shall be inserted —

‘Provided further that, subject to such rules as may be framed in this behalf as to the
return to be made where the assessce is an undivided Hindu family the tax payable by an
undivided Hindu family on the sggregate tazable income of that family, shall be the total of
the sums which wonld be paysble by the several members of the family entitled to
a share of such income if the family became divided on the 1st April of the year of
assesrment.

“It might seem formidable when read, but I think the principle under-
iyingit is very simple, and I think there is justico in support of it. I have
briefly described in my note of dissent the reasons which urged me to record that
note in favour of the amendment which I now propose, It seems to me, my
Lord, that we depart widely from the principle on which we have based the
whole Act, in treating for all purposes a Hindu family as a unit for purposes
of assessment. I say we have departed from the faculty theory or from the
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ability theory completely thereby doing injustice to Hindus, and I shall
explain how it is so. If four brothers constituting a Hindu family have an
1ncome of Rs. 1,000 and are treated as a unit, they will be taxed at 4 pics in the
rupee. If thoy are separate each one gets an income of only Rs. 250 and none of
the brothers is thercfore liable to taxation. If s person gets an income of
Rs. 999 he is not liable to taxation whother he be a soparated Hindu,
Muhammadan or Parsi, but if he happens to be a member of an undivided Hindu
family getting Rs. 1,000, whea he is less able to pay the tax, his share of the
Income being only Rs. 250, if he happens to be one of four brothors
and when four members have to be supported on that income of Rs. 1,000, he
is liable to taxation. As the family will be.taxed, I do not think the framers
of the Bill ever intended such consequences. Then, again, in the matter of the
grade of taxation also the Act works injustice. If a family desoribed above is
gotting an income of Rs. 8,200 it has to pay at the higher rate, but will escape
taxation altogether if it be divided, each getting only Rs. 800. 1t may be said
that for some purposes a Hindu family has got advantages, and conssquently it
muet be reconciled to cortain disadvantages also in being treated as & unit. I
submit for purposes of taxation there are no advantages whatsoever, and the
doctrine of survivorship that is generally invoked in favour of the family being
& unit and a'corporation, does not apply generally to all Hindu families. In
the case of a Bengal Dayabhaga family that dootrine does not apply ; its mem.
bers are tenants in common and each one is entitled to a share ;they are
tenants in common in the eye of the law and their heirs succeed, thers is no
survivorship, In the case of others let us sce how far thdy are benefited
by this doctrine of survivorship. A death may occur in a generation. In
tho case of persons who have to pay probate and administration duties
that is a ground on whioh a distinetion has been sought to be drawn; the
duty is 24 or 8 per cent. That will have to be paid, say, once in 15, 20
or 30 years. 'Well,a Hindu family where the dootrine of survivorship applies
issupposed to escape that. Not always but apart from that, the family has to
pay at the lowest rate 2 per cent. every year and in general it will have to pay
without including interest 60 per cent. in 80 years. Consequently, my
Lord, the argument that families which are not Hindus are subjected to
certain forms of taxation has no force. I submit, therefore, that on
grounds of justioe, as well as on the principle of income-tax administra-
tion, Hindu families ought to be treated exactly on the same footing
as Muhammadan families or Parsi families or Oilllristian families,. My
Lord, it is said that for administrative purposes there might be inconve.
nience in ascertaining what shares the several members of a Hindu family
may be entitled to at any particular moment, that it would necessitate an
annual inquiry, 1In the first place, we have provided in tho case of firms
an inquiry, of course where the firms are registered. Similarly,
there can be no difficulty whatsoever. in asoertaining who are the
members of a partioular Hindu family at the moment you want to tax them.
But I would go further and state that the provisions enabling the Government
to make rules render the administration of the Income-tax Act perfectly easy,
I have provided that Government should take power to compel members of a
Hindu family who wish to be treated for the purposes of taxation as a firm to
make returns showing the number of shares each person is entitled to, and how
many have fo sign returns before any benefit can be obtained from the pro-
yisions of this clause. If Government should say that where there 1s a
doubt asto what each member is entitled to, where there is any dispute, the,
would treat the whole family as & unit for the purposes of taxation, there woul
be perfeot justice ; and rules can provide as to the signing of returns by adult
members showing exactly how the position stands at any partioular moment.
There is absolutely no administrative reason whatscever why a Hindu family
should be treated on a different footing from 8 Muhammadan family or & Parsi
family. One word more. There are very delicate inquiries that would have
to be instituted if a Hindu family is to be treafed as & unit for all purposes;
there is the quostion of self-acquisitions in the case of undivided families; there
are questions of salaries and professional earnings of individual members,
Those would have to be decided if the whole family is to be treated as a unit;
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whereas under my amendment there would be no such inquiry nceded. The
law as it stands would lead to the disruption of Hindu families and would penal-
ise the Hindu family system. It may be said that the Aot of 1886 has worked
without any great hardship for a number of years, and & question may be
asked why objection should be raised now. The answer is clear ; we have introduc-
ed a graduated system of heavy taxation, and therefore several inconveniences
which wero not so-obvious in tlie earlier state of the law would become accen-
tuated under the law as it is to be enacted. Besides the fact of Eeople bearing
an evil for a long time is no justification whatever for injustice being donc to
them, espeoisily when the injustice is pointed out. I hope the Hon'ble the
Finance Member and the Council will be ir a position to accept the amendment.”

The Hon'ble Sir George Lowndes :—* My Lord, this raises &
very debatable question which wo have talked about in this Council on the
Buper-tax Act. It is impossible to accept this amendment, but we are quite
willing that the IHon’ble Member's proposal should be circulated to Local
Governments, and when we know what their views are, to reconsider the section.
‘We cannot accept the amendment at present ; it has never gone to Local
Governments in connection with the Income-tax Bill, and it is a point which
requires very careful consideration before it can be accepted. This course may
very well meet my friend Mr. 8arma’s views. - Government are quite willing
to §ive a promise that if the clause is carried in its present form, the question
will be reconsidered when the next occasion arises. If necessary, an amend-
ment can bo made in the Act nex{ Session.”

The Hon’ble Rao Bahadur B. N. Sarma:—“I accept that
and beg to withdraw the amendment.”

The motion was by leave withdrawn.

The Hon’ble Mr. K. K. Chanda:—“My Lord, I am sorry to
detain the Council at this late hour, but this is the last amendment I shall pro-
pose......”

His Excellency the President:—"“Is that an undertaking,
Mr, Chanda?

-The Hon'ble Mr. K. K. Chanda :—* Yes, my Lord, I propose an
amendment—

‘That in olause 15 (3) for the words from ¢ deduct income-tax ’ to * specified in Schedule 1’
the words ¢ doduct such income-tax, if any, which the owner of the security may be liable to
pay and at such rate as the Collector cf the place where he resides or has his place of business
may have determined ’ shall be substitated.’

The matter stands thus : any person whoever he may be, no matter what his
income may be, who presents a seourity for getting interest shall be assumed
to be the possessor of an income of Rs. 26,000 a year, and income-tax is
deducted from that interest. The maximum rate is one anna on the rupee and it
is payable on Ra. 25,000 and above. What is the effect of that ? I can give one
case and could give others. There is a Bengali lady residing in Benares, her
whole income is the interest on Government securities of Bs. 500 which her hus-
band left her. That is her income for the whole year. What will be the effect of the
clause as it stands at present ? She will present this to the Treasury officer at
Benares, income-tax will be deducted at one anna in the rupee, assuming that
she is worth Rs. 25,000 a year. Thisis a typical case and I oonlg give
others from my experience as other Hon'ble Members could alsogive. That is
enough to show the hardship. No doubt there is a remedy provided for in this
Bill. Olause 37 says ‘If the owner of a seourity from the interest on which
income-tax has been deduoted in accordance with the provisions of section 15
satisfies the Oolieotor that his total income in the previous year was less than
any one, a8 the case may be, of the amounts specified in-Schedule II, he shall
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be entitled to a refund of & sum caloulated on such dividend, share of profits or
Interest at the rateaspecified in the same Bchedule against each such amount,

“ Now what does the remedy amount to ? The lady after having had the
amount deducted from the interest has to satisfy the Collector, and what does
this izvolve ? She must move the Colleotor and engage a lawyer, and her
lawyer must produce evidence and prove a negative, that is to say, that she is
not worth Rs. 25,000. She will have to produce evidence in Benares and also
from the district from whioh she came, The Council can easily imagine what
that means. Therefore the remedy provided in the Bill comes to nothing. My
submission is that there is great hardship to poor people. Let her be taxed if
she is really liable to be taxed, but my amendment proposes the words ¢ deduot
suoh income-tax, if any, which the owner of the seourity may be liable to pay
and at such rate as the Qolleotor of the place, where he resides or has his place
of business, may have determined. ’ P do not dispute that tax on secuvities
should be deducted at the source that is the place where interest is secured at
such rate asthe Collestor may determine.

“I submit, my Lord, this amendment for acceptance by Council. *

. The Hon'ble Mr. S. N, Bannerjea :—“My Lord, I mentioned
this matter to the Ion'blo Sir William Meyer and pointed out that it was &
real grievance. If is felt very largely by a number of poor Hindu widows who
have securities of Rs. 500 to Rs, 1,000. Interest is deducted and they have to
apply for a refund ; they have not the means of doing so, and that is really
bhard. T hope the Government will see their way to accept the proposal.”

The Hon'ble Sir Williani Meyer :—“I cannot accept the
smendment as it stands. It would cause, as far as Government and oth:»
securities are conoerned, a great amount of trouble and it is quite impractic-
able. It would prevent the Public Debt Office from paying over any interest
due to the individual holder of a security unless and until it was ascertained
from the Oollector the rate of tax leviable. As a method of facilitating the
system of refunds, it is thus impracticable. Its only result would be to hold
up the pagnent of interest on seourities for an indefinite time, whilo throwing
upon the Public Debt Office & volume of work which they would rightly refuse
to undertake. The Hon’ble Mr, Ohanda bas also entirely ignored the case of
bearer bonds, as regards which no information as to the actual holder would
be available to the person paying interest.

. “ As regards the question of facilitating refunds under our present system,
I have interested myself in this matter for a couple of years, and I will read the
gist of some of the rules which the Bomba{ Government framed on the subject,
and which we commended to other Local Governments. As we have had no
complaints on the subjeot since, I take it that the system now works smoothly.

“ In the oase of a promissory note, debenture stock or other security of
the Government of India, the owner of & security olaiming a refund on the
: d that his total income warrants a lesser rate than one anna, must
present to the Colleotor an application showing his income from all sources,
and a statement showing the details of the Government of India seou-
rities held by him. On receipt of that agplication and the statement, the
Oollector, after making such inquiries as he may deem necessary as to the
total income of the applicant, can issue a certificate of refund, if he is satisfied
that the appliosnt is liable to tax at less than one anna in the rupee,

«If the applicant hands over the certificate of refund to the on
empowered to pay the interest on the seourity of the Government of India,
thafis the Public Debt Office, then the Public Debt Office will deduct as
income-tax from the interest due on such seourity, only the amount which
follows on what the Colleotor has adjudged to be the rate of income-tax, the
man has to pay, and will refund any previous over-payment.

«If an applicant fails to go to the Colleotor and get a certificato of refund
in this way, then he can get a refund later on, but after some delay which the
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other system would have obviated. Bpecial rules have also been made in the
case of purdanashin ladies.

 As T have said, we have had no complaints of late. There used to be
oomplainte before. So I submit that such valid grievanoes as there were, have
been reotificd by these rules, whereas the amendment proposed, of course
with very good intentions, by the . Hon’ble Mr. Chanda would, if 1nay use a
slang expression, put the fat in the fire again.”

The Hon'ble Sir George Lowndes :—"I should like to assure
my Hon’ble friond, Mr. Bannerjoa, that I bave personally taken great interest
in this quostion in order to devise some weans of remedying the hardship to
which he referred. I -am satisfied, after a good deal of consideratiou, that the
only possiblo way of dealing with it is the way my Hon'ble friend, the Finanoe
Member, has proposed. If people will not go to the Colleotor and get &
certificate, we cannot help them. They must do that, ButI think that
any Member intercsted in this question will see that it is quite impossible to
have a sort of preliminary assessment every time when any is to be paid by
the Public Debt Office. I can only say that this is not possible.”

The motion was put and negatived.

His Excellency the President :—“ Does the Hon’ble Member
want to move the next amendment ¥ **

The Hon'ble Mr. K. K. Chanda:—I do not want to move the
next *amendment. _
The motion was, by leave, withdrawn.

The Hon'ble Mr. Rao Bahadur B. N. Sarmsa :—“My Lord,

the next amendment that I wish to move is in clause 18, and it recads thus :—

After clause 18 the following clause shall be ineerted :—

¢18-A, The Local Government shall from time to time appoint in each district or part
of s district two or more persons who arc not Goverument servants, who shall be styled asses-
sors, for the purpose of assisting the Collector in any inguiry under section 18. It shall be
optional to any person, who has been served with a notice under section 18, to require that his
cause shall be adjudged by the Collector and assessors, and on such application the Colleetor
and two assessors selected in the preseribed manner, where more than two have boen appdinted,

_ shall, after examining such accounte and documcats as the Collector may require and hearing

any evidence the sesessco may produce and such other evidence as the Collector may require
b{ an order in writing, determine the amount of the assessment. In the case of a difference
of opinion the opinion of the majority shall prevail.”

“The objeot of this amendment is to associate with the Collector two or
more assessors for tho purpose of determining the amount at whioh an assessce
is to be assessed to income-tax where the assessee requires that such & proce-
dure should be adopted. This procedure is not novel to India and it obtains
in several countries including the United Kingdom. The objeot of it is to
interpose an suthority between the tax gatherer and the assessce mo that a
balance mar be e‘freaerved and nobody's interest may suffer. The criticism
that can be levelled against the present administrative methods provided for
India is that the representative of the State is also a judge both in the original
stages as well as in appeals, and howsoever honestly a person may strive to do
his duty, under those circumstances, it cannot always be possible for him to do

¢ Thet aftar olause 16 the following claase shall be inserted : —

$16-A. (1) The person . nsible for paying any incoms chargeable under the ¢

. securitles * ahnllmin fifteen dl:yn fr%mt 8l1st day of March l: u:h h‘:llnxr tc:l-"”:u::':
to be dalgmd to the (t}ollutﬁ.:f uul District » nﬁ:ndin the presoribed form showing all
persons who are owners of securities earning interest in iskriot and the

ol et o o g s amount of interest

(3) After reoaipt of the above return the Collector will proosed to Inquire, in ascordance with the
visions of dause 17 (8) or clause 17 (8) and 18, and detarmine thotohl':mom o!‘:h‘:
assessoe for the provious year and assces the sum paysble by the assessse for the yesr in*which
the return is made on the besls of such determination and inform the person responsible for pay-
ing the tatarest on the securitie the rate at which fncome-tax, f any, In to bo doducted drom

saoh intecoet,
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80, and eveu if he does so there is some suspioion in the mind of the assessee
that the suthority has been biased against him snd in favour of the tax-
rceoving wuthority. There were numerons compleints in the earlier stages of
the Tucome-tax Act administration that there was absolutely no chanco of
Justice being obiained when once the Collector or assessing authority deter-
mined as to what the amount of the income was, All sorts of questions were put
to the assessee who was asked to prove a negative. *Of course, it is impossible
for the assessce to do so, and it was felt useless to do 50, and that the inquiry
was & farce. Of course, complaints werc not so numerous when the assessed
limit was raised. But we have to forcsee, ns a legislative assembly, the dangers
ahead especially in view of the fact-that income-tax is becoming a very im-
portant source of revenue and is being more and more largely looked forward
to as a source from whioh the exigencies of the Btato aro to be met.

“It was only a million and odd a fow years ago. It is now 6 millions and
0dd, and in troublous times it may be a source of temptation for getting a large
revenue. Officers may not yield to the tomptation, but still there would be
legltxmgte suspicion in the minds of the assessees. I said therefore it will be
respeoting the elementary notions of justioe to interpose an authority between
the Collector and the assessee. Itwas by way of a compromise that I have
arrived at the scheme which I propose in this olause. I want to follow the
analegy of the Land Acquisition Aots, where along with the judge assessors
are assooiated for the hmrposu of determinting the amount of componsation that
has to be paid. I will cite a few passages as to the law in other oountries to
show that what I am secking here is not an unreasonable proposition, is not &
visionary proposition. At page 260, Seligman on Income-tax, the position in
the United Kingdom is described as follows :—

‘ The original assessment of the tax, it will be remembered, is placed in the hands of
appointees and the Land Tax Commission:rs, and these Land Tax Commissiovers are non-
salaried represontatives of the local gentry, tha tax-puyers foeling that their interests are
looked after by their own ropresentatives and yet the interests of the State are guarded by
careful supervision on the part of representatives of the Central Government. On the one.
lmn&d too much bureaucracy is eliminated, and on the other the risk of inadequate yield is
averted.’

“Then in Germany, a country in quoting from which I shall stand ata
disadvantage, the position is very nc:.rly the same :—

“The majority of the Assessment Commission are elected, while the minority, including
bowever the Chairman, are appointed by the Government.’

“And then appeal is permitted to a special Commission, one of which
exists in every governmental distriot. This Appeal Commission is com-
posed of members partly appointed by the Government, partly elected. In
the case of the smaller tax-payers, that is up to 8,000 marks, no declaration is
required, but an additional administrative body known as the Preliminary Valu-
ation Commission is introduced. This Commission is also composed partly of
appointed and partly of elected members, and is presided over by the village
head or an appointee of the officials. The Assessment Oommission is composed
of a President named by the Minister of Finance, and of the members half are
eleoted and half areappointed by the Government. The same thing obtaina in
Italy and other places, and, in 18680, a provision analogous to this provision was
made by the Government of India in this country. I therefore submit, my Lord,
that itisin the interests of the Government themselves, in order that they may
not be misunderstood, that ‘their motives may not be misconstrued, that they
should interpose & bod indeendent of their executive, to inspire confidence
in the people that the Act will be administered justly and equitably.”

The Hon'ble Sir William Meyer :—* The object the Hon'ble 7.4 r.x,
Member has in view recalls to my mind a Resolution moved in the Legisla-
tive Council by & Madras representative, my friend the Hon'ble Mr.
Rayaningar. Mr. ihyaningar, in January 1914, moved a Resolution recommend-
ing that Local Governments should be consulted as to the desirability of estab-
lishing Advisory Boards, nominated by the Revenue heads of distriots, to asaist
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officialz in the work of assessments uuder the Income-tax Act. At the same
time some of the other Indian Members, those engaged in high commerce for
instance, were very cmphatio ju their opposition. 1 remember Sir Ibrahim
Rahimtoola opposing the idea very strongly. However, we acoopted the Re-
solution on the ground that it was advisable to consult Local Governments, and
through them public opinion, as to the practicability and expediency of
adopting this method of asscssment. Now I will read parts of the Government
of India Resolution issued in August. 1915 aftor the views of all the Looal
Governments had been received :—

‘The Government of India have now received the views of all Local Governments and
Administrations on the subject, and it is found that the proposal hus been widely canvassed
and unhesitatingly condewmed by practically all who were consulted. The general con-
clusion arrived at is that the creation of formal Advisory Boards would not iwprove the
accuracy of agsessment and would tond to make the tax more unpopular. ’

“ The chief objeotions advanced are summarised below —

1. *Itis widely felt that business men would have the stiongest objection to the dis-
closure of their accounts, and consequently of iuformation regarding their financial credit and
methods of business, to a Board composed of their neighbours and possibly including trede
rivals, It is an accepted principle ogo;ncome-tax law that information of this kind, while
necessary for purposes of assesggent, should be regarded as ahsolutely confidential as between
the State aud the tax-payer, ang.the maintenance of this principle would be seriously endan-
gered by the proposed system o assessment.

I1. ‘The priuncipal utility of the proposed Boards would by hypothesis lie in their local and
personal knowledge. 1t would therefore be necessary to appointa special Board in each area
of assessment.” That is what the Hon'ble Member who moved the present amend-
ment proposed. ¢The authorities consulted anticipate the utmost difficulty in obtaining
men possessing the requisite standing and sense of public responsibility. This difficulty would
be specially great in rural aress. 1t is also urged that, apart from other considerations, the
frequent prevalence of local fuctions would enhance the difficulty of securing » Board which
would command the confidence both of Government and the assessces,

111. *The proposed Advisory Boarde would be exposed to conflicting influences, the
sense of their doty to Government on the one hand and, on the other, pressure implied or
expressed on the part of the assessees, with many of whom they would necessarily bave some
pereonal or business relations. The position would be most difficult to sustain, and it is
geaerally believed that qualified men would bo reluctant to undertake the task.

1V. ‘It is represented that private individuals are often found by experience to be
unwilling to take tho responsibility of tendering advice in a formal and public way.

V. ‘The introduction of Advisory Boards would tend to weaken the sense of responeibility
of the official Income-tax Collector. The duties which he performs ure necessarily of an
inquisitorial ind somewhat distasteful nature, and it would not be an altogether unpatural
result if be should display a tendency to throw as much responsibility as possible on tho
shoulders of the Advisory Bourds.

‘Theso opinions,’ the Resolution went on to say, ‘sppear to the Government of
India to be conclusive, and they do not therefore propose to take any further steps in the
direction of requiring Local Governments to constitute formal Advisory Boards for the
assessment of the tax.’ '

‘The Government of India, however, do not desire to interfere with the existing practice

by which non-official agency is widely employed in an informal menner in conpection with

income-tax assessments. It appears from the recent correspondence with Local Goveroments

that in every province the assessing officer is required to seek information from persons likely

to be acquainted with the circumstances of those already on the aesessment roll, or who might
be brought on it. In towns municipal commissioners and leading ropresentatives of the
different communities and of commercial and industrisl interests are consulted; and in rural
areas beadmen, sasldars, and village panchayats where these exist. In one or two provinces
small committee consisting of influential citizens, representative traders and anufacturcrs, are
snformally associated with Government officials in the work of assessment. The information
thus collected is recorded- confidentislly by the Government assessing officer, and & farther
feature of the amangements generully obtaining is that in each case efforts are made to obtain
informaticn from a number of independent sources with the object of correcting or eliminating
as far as possible biased or imacourate statements. Or, again, where questions of accounts
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are concerned, the assessec may bo permitted, if he so desires, to have his books exzmined b
a nou-official commission and carc is taken to seleot for such commissivns gentlemeu well
qualified by their knowledgo of business, their familiarity with systems of accounts, and by a
reputation for trustworthiness,’ ’

It will bo observed that the non-official commission is merely advisory, and
tlbe_QollectOr is the final authority subject to suoh appeals as lie against his
deoision. 4

. ‘These expedients,” the Resolution continued, ‘aro legitimate and snitable, and it is
understood that they bLave proved of materiul assistance in the work of asscesing the tax,
The matter, bowever, is one with which Provineial Governments are compotent to deal, and

it is unneccssary for the Government of India to do more than indicate Lheir gencral u])provul'

of the mcthods employed, leaving it to Local Governments to msintain and deve op tho
existing procedure on practical lines evited to the varying circumstances of the commuuities
with whom the atsessing officer has to deal.’

“ Well, I stood by tho policy enunciated in 1915 and I entirely stand by it
now. Wo want, as far as possible, to get non-official association with the Colleo-
tors’ assessments, but it must be of an informal and elastic character. At the
present stage, baving regard to the unanimous condemnation expressed of Mr.
Rayaningar’s proposed Advicory Boards, I cannot be a party to putting any hard
and fast instructions into the Bill. Mr. Sarma would say {hat it is only
optional. If the assessee docs not like his accounts getting too well known, he
need not apply for the servioes of asseasors; he can deal with the Collector only.
If be does not mind bis circumstances being more widely known, then he can
apply for assessors. But the assersors are not to be advisory, as assessors in a
Seasions Court are. They are actually a commission of equal rank with the
Collector, who would merely be primus inter pares, because I understand if the
two assessors outvoted the Colleotor they would carry the day. Well, we cannot
lay down any hard and fast rule of that description in the Bill. I am ?ite
ready, as I said, to stand by the instructions issued in 1015, to emphasize them
if need be; but not to have this cut and dried scheme, " ;

The Hon'ble Mr. 8. N. Banerjea :—“ My Lord, I am able to con-g 1y ,

firm a good deal of what my Hon'ble friend the Finance Minister has said with
reference to the practice which is now followed in some parts of the country.
I have some experience in the matter. Well, the Income-tax Deputy Collector
comes to the representatives of the village and makes inq}lines as to the finan-
oial position of those persons in regard fo whom there mlght be some doubts,
and the local gentry are always too willing to give lhe Deputy Collector
such assistance as may lie in their power. I am in a position to say that
that is done, and I myself have sometimes been asked by the Deputy Collec-
tor of the 24-Parganas to give information—not as a spy certainly—with refer-
ence to various persons who live in the same place whereI live, especiall
with reference to those who claim exemption. That is the point upon whi
they especially want information. My suggestion would be, my Lord, to have
that principle, which is already in operation, extended and whether it might not
be possible in places where there are men capable of giving information to obtain
this sort of inf}(;rmation upon & more extended and systematic scale than is done
at present. It would be quite an informal matter, but still if it is dene infor-
mally I think the principle would be at work, and eventually it might lead to
the oreation of the Advisory Boards for which my friend contends. I desire to
throw out this suggestion r{or the consideration of the Hon'ble the Finance

Minister.”

The Hon'ble Sir Willism Meyer :—1 jut wantto b quiter.qra, |

of the Hon’ble Member's meaning. Do I understand the Hon'ble Mem-
;‘;:'eto suggest that we should inquire again of Local Governments, with re-
ference to the part of the Resolution J read out about the informal employment
of non-official agency. That, when the new law comes into operation, we
ghould refer to this Resolution and ask them whether they can take any

further steps ? ”

¢
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The Hon'ble Mr. S. N Banerjea :—* That is my suggestion.”

Th Hon’ble Sir William Meyer :—* I should be quite ;ready to
meet the Hou’ble Member in that way.”  *

His Excellency the President :—“Does that meet you, Mr.
Sarma ?”

The Hon'ble Rao Bahadur B. N. Sarma: —“ Well, my Lord,
I may szy that I bave no option but to accept what little concession may be
shown. All that I may be permitted to state is, that possibly this Advisory Board
system may load sometines to abuses and difficulties attendant on espionage,
and, consequently, it may not alwaysbe possible to form Advisory Boards in the
manner that is sometimes advooated. 1 quite see that. But the proposition
that I have suggested is not for the formation of Advisory Boards, whoso assist-
ance it is open to the Collector to seek if he pleascs, aud whose advice it is
optional with him to accept or reject. What I wanted was the association of
assessors and commissioners in the position of judges, in the manner which
obtains ip other parts of the world. 1f the Local Governments were unable to
accept fhe suggestions with regard to Advisory Boards I respeotfully submit
that the question of my proposition does not fall on the authority of the Local
Governments, because they were never consulted on the question as to whether
it would be possible to appoint commissioners to perform the functions which
are being performed in other parts of the world. It may be that the Govern-
ments would say emphatically ‘no’ I can quite understand that. The
Local Governments may disagree with the suggestion that I have made; I

have not much hope there. 8till the opinions that have been quoted do not go
to support that.

*Then the Hon'ble the Finance Minister has already noticed the other
point, namely, that it is optional with the assessee and so objeotion might some-
times be taken that commercial men would not care to huve their accounts
looked into. That objection would not prevail. But having regard to what
has been said by the Hon’ble the Finance Member I shall leave it there, in the
hope that he will see his way to asking Local Governments whether the
suggestion made in thisamendment is capable of praotical adoption.”

The motion was, by leave, withdrawn,

His Excellency the President :— Do you wish to press your
amendment,* Mr. Shukul ?

The Hon'ble Rai Bahadur B. D. Shukul :(—“ No, I do not

- wish to press it.”

The motion was, by leave, withdrawn.

The Hon'ble Mr. K. K. Chanda :—*I withdraw the next two
amendmentst standing in my name.”
The motions were, by leave, withdrawn.

The Hon’ble Mr, Khaparde :—* This is a very small amendment}.
I believe it is implied in the section and I only wact to make it clear.”

The Hon'ble Sir William Meyer :—“ I am ready to accept that
amendment.”

The motion was put and agreed to.-

® That et the ond of clause I8 (3) the fallovinmrdn be sdded, namsly :—
‘with the ald of two or more vion-offisial looal sssessors appointed in secordnce with the rules
framed under section 43 of this Act.’ ’ .
. E‘htsl; olsuge 22 the word ‘enhancement ’ |be omitted, and that the following proviso be added
0 alauee 33 : —
‘ Provided that where the Commissioner enbauces the assessment the sssessse will have a right of
appeal to the Chief Revenue Authority.’
1 That at the end of the proviso to clause ;3 the following sball be ingerted ;—
*cither in pervon or by pleader.’

-
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The Hon'ble Rai Bahadur B. I. Shukul :—* My Lord, I with-
draw my amendment whioh runs as follows :—

‘ That iu clanss 30 (1), for the words ‘1o the best of his judgment’ the words  with
the aid of two or mow non-oflicial looal assessors appointed in accordsnce with the rules
framed under soction 43 of this Act’ shall be substitnted.’ ”

\

The motion was, by leave, withdrawn.

The Hon'ble Mr, Khaparde :—*This also, my Lord, is I submit 7-10 p.x.

6 very small amepdwent,* There is in the existing law section 31 which
empowers the Colleotor to compromise ary olaims for such time as he chooses
to, and I think this section is very useful. In working the Act there may
be contentious matters ; there may be accounts to be gone into and all that sort
of thing, and the Collector, if such questions arose, might reasouably be
allowed to settle them provisionally until they are adjudicated upon. That is
part of the existing law, and I wish it to be retainod as seotion 30-A. It will
facilitate the working of the Act.”

The Hon'ble Sir William Meyer :—* Woll, we have not wiped 7.21 r.x.
out section 81 altogether as my Hon'ble friend appears to think, but we bave
changed its positior in the Bill. After all this composition clause is not part
of the primary machinery of the Aot, It is merely a convenient method,
an expediency method. Ibstead of making an assessment on A. or B. or C.
every year, you say ‘If your circumstances do not change very muoh, as a
matter of convenience to you—and incidentally as s matter of convenience
to the Btate—I will compound with you for three years or whatever it may be.’
I say that is & relatively minor -question of mschineri\;, and so we thought
it better to put it in the Miscellaneous Ohapter under the rule-making powers,
If my Hon'ble friend will turn to clause 43 of the Bill, sub-olause (2), he will
find that such rules may provide for a system of composition of assessments
and presoribe the conditions under which a Collector may enter into composition
with assessees as to their assessment. So that I think the spirit of his
amendment is really met.”

The Hon’ble Mr. Khaparde :—*“I was aware of that. My idea of
it is that if the provision was embodied in the Aot itself it would work better
than if it was left to the rules. As it stands, it may happen that in some parts
composition will be put in the rules, while in other parts it may not be put
in the rules, and it was to obviate this that I brought forward my amendment.”

The Hon’ble Sir William Meyer :—* Then my answer is that we
thought over all that before the Bill was introduced, and we came to the
oconclusion, as I said, that composition was a matter of pure expediency, and
it was desirable to relegate it to & minor place. For instance, when we
enhanoed the rates of taxation under the existing Act, two years ago we found
that a certain number of people had been hurriedly entering into compositions
in the sure and certain hope that they would thus be able to escape the effects
of the increased assessment that intelligent anticipation showed them might
be hanging over them. Well, it was not a sure and certain hope, because we
had a speocial amending section, stating that seotion 31 should not apply, should
be null and void, when there were alterations in the rates of assessment. That
showed us among other things the inconvenience of having a purely expediency

rocedure put on the same level as the principal factors in the Act; and so
fmnd by our method of relegating it to the rule-making powers.”

The Hon'ble Mr. Khaparde :— Then in that case I withdraw the
amendment.”

The motion was, by leave, withdrawn.

i Tha after o'ause 80  clau e reproducing the provisions of seption 81 of the Indian Imcme-tax Aot, 1886;
tball be inserted ss clsuge 50-A,
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The Hon’ble Mr. K. X. Chanda :—“My Lord, I withdraw wmy

aniendments.”® :
The motions were, by leave, withdrawn.

The Hon'ble Rao Bahadur B, N. Sarma :—“I withdraw my

amendmentt as seetion 4 has been amended and this is a consequential amend-
ment.”

His Excellency the President :—“ Is that so ?"

The Hon’ble Sir George Lowndes :-—*That is so, my Lord. The
HOn’ble_ Mr. Sarma's last amendment falls under the undivided family head.”

The motion was, by leave, withdrawn.

The Hon’ble Mr. Khapzrde ;—* This alsoisa little verbal amend-
ment. I want to omit in clause 61 (1) the words ‘unless it (that is, the Chief
Revenue-authority) is satisfied that the application is frivolous or that & reference is un-
necessary’ whioh seem to me to be wrong. I submit, my Lerd, that if power is
given tothe Court to assess and fix the costs on a man necdlessly insisting on
a reference, I believe these words may be omitted. That was my object.
Where punishment is to be provided against a person who proposes to make &
reference without any cause, the punishment comes naturally by the Court
awarding costs againstihim. \Vitll: these words I hope my amendment will
meet with the approval of the Hon’ble Member,”

The Hon'ble Sir William Meyer :-—We considered this mattor
very fully in Select Comunittee, and wo came to the conclusion that this condition
wasa very proper and reasonablo one. We do not want to bar any reasonable
afplioation to the High Court from the Chief Rovenue-authority; this was an
idea which originated really withthe Government in the original Bill ; but we
do want to save the time of the High Courts from being wasted by frivolous
and unneoessary applications. Anylawyer whois in this Council, as well as
any person who has had a cortain amount of worldly experience, will know that
unfortunately there are ocrtain people who are absolutely bent on making
frivolous and vexatious applications, who have not the sense of due proportion,
I may perhaps tell the Council a little story in this connection which happeged
many years ag0. I was quite a young officer and a military man, a much
older man than myself, was in the same station. He asked me to come with
him to chola hazrs one day and he consulted me about a case in which he had
some property at Ootacamund, and in regard to which asuit he had broaght
had been thrown out by the local Subordinate Judge; and he said to me ‘ Oan
I appeal?” ¢ Well, Isaid, ‘I donot know much about civil matters, but
looking at the Oivil Procedure Code I do not think you can : the judgment is
final! ‘Ob’ he said, ‘ cannot I appeal to the High Court on the ground that
the Subordinate Judge was corrupt ' I said, ‘ No doubt the High Court would
take a petition into account on those grounds, but it isa very serious charge
to make: what evidence have you against the Subordinate-Judge?' ‘Oh,’
he said, * he must be corrupt or he would not have given the case agsinst me I
Well, you have a certain number of men of that class to take into account,
and it is not sufficient, as my Hon'ble friend the mover suggests, to have costs
given against them. They do not mind costs very often. They enjoy the litiga-
tion, and in the meantime the time of the High Oourt has been wasted. So
I must deoline to acoept this amendment, and I consider that the Bill should
remain as it stands, and that the Chief Revenue-authority should have disore-
tionary power to reject frivolous or unnecessary references. By an unnecessary

®1. *That tn olsuse 85 after the words and figures “ section 21 ” the words * the Commissioner may in his
discretion direct the Colleotor to and " shall be ioserted ' and
8. *That fn clause 87, subolause (c) and the words “ or please soe formula interest ” shall be omitted.’
4 That affer rb-clsnse (7) of clanse 48 (¢), the following sab-clanse shall be inserted :—
‘ (ﬂ)ﬁ:mihtho manver in which & retarn is tobe made, and tho person by whow it should by
signed, where the asseeses is an undivided Hindu family,’
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reference I mesn-—to give an obvious instance—n refercnce in regard to which
the matter has already been deoided quite clearly, or sulliciently olearly Ly
analogy to render it an absolute waste of time to go up to the High Court
again.”

The motion was, by leave, withdrawn,

The Hon'ble Sir George Lowndes:—"My Lord, there is a small 7.27 r.x.
amendment standing in my name which rans as follows : — ‘

~“That in clause 53 after the existing proviso, the following hall bo inerted, namely : —

‘Provided, further, that snch repeal shall not affect the Super-tax Act, 1817, snd any
provisions of the said enactments which have boen applied or incorporated by
;efere:noc 10 the said Act shall, for the purposes of that Act, continue to be in
orce.

We had hoped to have been able to bring in an amending Super-tax Act
this year, but the Income-tax Act has been such a serious Iabour and we are
getting 80 near the end of the Session that this will not be pussible, We aro
therefore compelled to keep alive the old Income-tax Act, upon which the
Super-tax Act is based, for another year, The amendment which I have the
hongur to 1aove is to prolong the lifo of this antiquated and hoary Act for one
year:moro for this special purpnse only.”
“The motion was put and agreed to.

The Hon’ble Sir William Meyer :—* My Lord, I now move that 7.59 p.x,
the Bill as amended be passed. I should like to say how much we are indebt.
ed, in regard to the framing of this Bill and the consultations that had pre-
viously arisen as to its scope, to Bir George Lowndes and Mr. Muddiman, I
cannot exaggerate the assistance, the ready and willing assistance, they have
given us. :

1 think that, whatover difference of opinion there may have been between
individual Memhers and oursclves as to partioular olauses of this Bill, we ma
take credit to ourselves as a Council that the Bill, with its amendments, which is
about to be passed is a great improvement on the existing Ao, and that it will
be a matter of great comfort to the assesseos as well as to those who have to
assess them. I move that the Bill be passed.”

L]

The Hon’ble Pandit M, M, Malaviya :—“MyLord, I jointhey.g px,
Hon’ble the Finance Member in what he has said. I think we can fake credit
that this Bill has been passed in the form in which it has been. There is only
one matter to which I should like to draw attention, aud it is one which should
give special satisfaction to our friend, the Hou'ble Sir George Lowndes, and that
is an analysis of the voting which took place on olause 4 to-day. The result
should gratify him, and every one who is interested in ghe future work of this
Council. My Lord, the official Members of this Oouncil were told that they
were free to vote on that clause according ta their judgment. The result has
been that among the 80 Members who voted in favour of the amendment to
olause 4, 1% were officials and of the 18 non-officiala......... ”

His Excellency the President:—“I do not wish to stop the
Hon’ble Member, but tgia is “hardly Wg‘ermane to the motion that we have
before us, moved by the Hon'ble 8ir William Meyer.”

The Hon'ble Pandit M. M. Malaviya :—“I bow to your
Lordship’s ruling, but I submit that on a motion that a Bill be passed we are
entitled to comment on matters which arise out of the Bill. I will of course
bow to your Liordship’s ruling, but that has been the practice, my Lord.”

His Excellency the President:—“I have expressed my wish
to the Hon'ble Member ; the Hon’ble Member can see the clook.”
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The Hon'ble Pandit M. M. Malaviya:—*“1 bow to your
Lordship’s wish.”

The Hon'ble Mr. Jinnah :—* My Lord, I congratulate the Qovern-
ment in consolidating the various Acts on the subject that were soparate and
scattered till now, becanso it will he most convenicnt for the public as woll as

- everybody concerned with it that this law should be consolidated in the form

of one Act. My Lord, before this Bill is passed, I should like to say a few
words, and I cannot allow the Bill to be passed without saying a few words.
The Hon’hle Mr. Sita Nath Ray, said that I played an official réle, in opposing
his amendment and he congratulated me upon it. Well, my Lord, I differ
from him in that opinion...... "

The Hon’ble Mr: S. N. Bannerjea :—"I risc to a point of order,
ﬁ)ur Excellency. ‘I'he motion is that the Bill be passed. Isit open to any
on’ble Member to reply to observations whioh have beon made in the course
of the debate. I ris- to a point of order because my friend, Mr. Bitanath Ray
is not here, Is it relevant to the motion that is before the Council that the
Bill be passed to refer to a discussion which has already takon place and to
recriminations whioh I think ought to be...... ”

. His Excellency the President:—“The Hon'ble Member has
;men l;flalfore recriminations had bogun. Iam sure Mr. Jinnah will refrain
rom them, ”

The Hon’ble Mr. Jinnah :—“I wasnot going to indulge in any
recriminations at all. All that I was going to say was this, and I am sure
that my friend Mr. Bannerjea will endorse it, that it would be a matter of regret
that any representative of the people in this Council ghould play an official
role.’ It is not a matter for congratulation, but I think that Mr, Bita Nath
Ray has judged me, my Lord, by his own standavd.”

‘The Hon’ble Mr. M. N. Hogg :—* My Lord, owing to thelateness
of the hoar I will not take up the time of the Counoil by making any remarks
about the changes that have been made in the Bill in Seleot Committee; but
I just wish to take this opportunity of acknowledging the very fair and
accommodating spirit in which the views of those whom I represent have been
met by Government in Belect Committee.

The motion was put and agreed to.
The Council adjourned to Monday, the 18th March, at 11 A. u.

A. P. MUDDIMAN,

Dxyraz : Secrctary to the Government of India,
Legislati
The 25th March, 1918. egisiative Depariment.
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APPENDIX A,

[Beferred to in answer to Question No. 7.]

Correspondence with the Secretary of State for India on the subject of the
separation of the functions of the Comptroller and Auditor-General,

Copy of despaloh to the Secretary of State for India No. 186, deted the 11¢h
July 1912.

As your Lordship is, no doubt, aware we have had under our particular
examination for some timo various questions relating to the improvement of
audit an- financial control inthis country. The whole subjeot has for various
reagsons assumed of late a peculiar importance. The financial powers of the
Government of India, for instance, have been defined with a new precision, and
the issue of tho Audit Resolution has added considerably to the powers and
responsibility of our Accounts officers. The amalgamation of the Public Works
with the Civil accounts again, by bringing into an immediate comparison two
systems which had long developed in practical independenoe, has introduced new
ideas of audit which are certain to have far-reaching consequences. Nor is the
interest in the subject which has beon aroused in this and in other ways confined
to official oircles; it has shown itself, as your Lordship will see from the records
of the last two sessions, in the debates of our Legislative Council. Weare
convinced that we are on the threshold of a complete re-organisation of our
audit system which, inasmuch as it will not only reinforce financial coutrol in
its different stages, but will re-act on every administrative department in India,
may be described as perhaps the most important aud urgent of the reforms
which now press themselves on our attention. To clear the way for this reform
and ensure for it a lasting effuot the first and, essential step is to provide a full-
time and highly efficient head of the audit and accounts dcpartment. Our
present Comptroller and Auditor-General is not only an auditor : he is & finan-
oisl officer, burdened with many treasury functions of an executive nature.
It is high time that these divergent duties should be divided and at the same
time that the status of our chief audit officer should be enhanced in full
proportion to the importance of his functions, and it is with a view to seouring

‘these objects that we have now the honour to address your Lordship.

2. In order to explain the exact position now occupied by the Comptroller
and Auditor-General it is desirable, in the first instance, to refer briefly to the
previous history of his department. Up to the time of the Mutiny the system
of audit and aocount was wanting in cohesion. Each Presidency had its own
gystem and its own staff, and, in the absence of uniformity of classification in the
accounts prepared in each Presidency, there was, apart from other defeots, no
-proper system for compiling the general accounts for India as & whole. The
grst reform of this system was initiated by a despatch from the Court of Directors
in 1856, and consisted in an assimilation of the procedure prevailing inthe
different Presidencies, the formation of a general department of audit and
account, and the creation of a post of “ Accountant-General to the Government
of India.” In 1860 a Board of audit was formed, of which the first Member
and President was the Accountant-General to the Government of India, who
was to be known as Auditor-General of India. This Board, however, had a short
existence. 'The audit system.also continued to be very confused, and in 1866
a fresh inquiry into the whole matter was undertaken. As a result of this
inquiry, the respective responsibilities of the administrativeand the accounts
departments were more olearly defined: accounts work was divided, the
primary stage being assigned to treasuries, and the final stage tothe Accouuts
office ; and, in short, the department took on very much the shape which it
retains to the gresent day. Itshead was then styled Comptroller-General of

Acoounts, his duties being— |
(1) the management of the public debt, pending the transfer of the duty
to the %eank of Bengal;
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(2) supervision of the acconnts of treasuries under officers immediately
subordinate to the Government of India; and .

(8) administration of the ccntral offico of acvount, this item covering
the whole duties of the Auditor-General as exercising the appro-
priation audit.

3. In 1870 the management of the Paper Currency was transferred from
the officers of the Mint Department, to whom it had formerly been entrusted,
to the Accounts Department, and it was resolved that the Comptroller-Creneral
of Accounts should be Head Commissioner of the Department of lssue of the
Government Paper Currency. In 1880, on the introduction of & system of test
audit to the offices not only of Civil but also of other accounts, it was arrangoed
that this should be conducled through officers of the Comptroller-General,
designated Deputy Auditors-Gencral; the present form of the appropriation
report was at that time introduced, and the title of Comptroller-General was
ochanged to Comptroller and Auditor-General, Since then the status and title
of the office have remained unaltered, but various changes have taken place in
the dutics attaching to it. Thusjthe detailed work of the Public Debt Office has
becn made over to the Bank of Bengal, though the general supervision and
control of this work remain with the Comptroller-General, and new duties havo
been imposed by the Indian Securities Act, the Administrator-General’s Actand
the custody of seouritics lodged with Government officers. Under orders of 1882
he is associated with the Finanoial Secretary in the work of checking and com-
piling the budget and Financial Statements. And finally the scope of his duties
as an Acoounts Officer has been very greatly increased. The main addition
to his work and responsibilitics has resulted from the amalgamation of the
Public Works with t{)xe Civil Accounts to which we have already referred ; but
he has further to audit the books of Government Presses and he is at present in
charge of the accounts of the Military Works Services. :

4. Apart therefore altogether from audit and aoccounts the Comptroller-
General has at present multifarious duties to perform. They are :—

(1) The administration of the ourrency department,

(2) The administration of coinage,

(8) Control of Ways and Means including public loans,

(4) Oustody of securities and disposal of public debt questions,

(6) Association with the Financial Secretary in the work of estimates,
eto.,

(6) Bubmission to the Finance Department of opinions on questions of
exchange, money market, purchase of silver, gold and silver reserve
ete.,

(7) Preparation of Financial Statistics, Resource Estimates and other
monthly returns,

and his audit and account functions are growing in extent, in complexity and
importance day by day.

5. The position seems to us to be a very serious one. To take first the
financial side of the question, we are impressed with the fact that, in almost
every branch of what- we may call our treasury business, important problems
are awaiting attention and investigation which itis a physical impossibility for
the Finance Department and the Comptroller-General, as at present equipped,
to afford to them. Thus in the case of our annual loans it is highly probable that
a treasury expert in close touch with the chief markets throughout India would
enable us to make our flotations in this country more elastio and more profitable,
thereby reducing the amount to be borrowed in sterling at tangibly higher rates.
The management of our Public Debt again is & matter in which we feel the need
of an expert advice. Thereis every indication that it will soon be necessary for
--@overnment fo take a much more active part in the direction of the Publio Debt
offices, unless they are prepared to agree to give tothe Presidency Banks a higher
remuneration for the work and the accompanying liabilities which are thrown
upon them. Further we have not yet been able to take in hand the question
of simplifying the form of the Promissory notes which we issue as security for
our loans, though this matter is one which vitally effectsthe popularity of our
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Government paper. 1n conrection with our Currency notes also there is much
to be studied, with special reference to the effect of our new universal motes
(and incidentally of our currency transfers) on the mechanism for private trade
romittances inside India—a subject of which a more detailed knowledge than
we are at present in & position to obtain is essenlial. Of the problems which
ay at any one time be indicated, it is true no doubt that some are only of
temporary importance. But fresh problems are always coming forward. In
matiers of currency and finance these are of exceptional complexity. They
have to be studicd not only theoretically but on the basis of inquiry into actual
conditions. For any thoroughgoing investigation of this kind we fecl that at
present our Finance Dopartment 18 very inadequately equipped: it is not
given the necossary material, and we fecl it to be essential to give it further
assistance.

6. The audit side of the question is, if possible, of even greater importance.
The defects of our present system are obvious. There is a fundamental differ-
ence, we may premise, between the organisation in England and in this country.
In England control is largely departmental; that is to say, there is in each
department an accounting -officer with a proper cstablishment whose duty it is
to secure financial regularity and sec that the expenditure of the department
proceeds in accordsnce with Parliamentary sanctions, while the Comptroller-
General with a comparatively small staff re-checks to an extent which varies in
different cases the departmental accqunts. In this country, on the other hand,
the whole work of accounting and audit may be said to be extra-departmental

and is conducted by a separate set of officers, independent of departments and
subordinate only to the govemment of India in the Finance Department. It is
trae that treasuries, which are our units of account and are under the revenue
authorities, effect a certain classification of receipts and disbursements; but
after this rough preliminary sorting the matter is taken i hand by the accounts
department. It colleots practically all the primary documents; it arranges,
olassifies'and compiles the whole of the Government accounts ; it audits at the
same time against vouchers and certificates, against sanctions and against budget
grants. The bulk of the work is enormous, and it has gone on inoroasing from
yoar to year. To cope with it our establishments have been enlarged and it is
possible that in- the process the necessity of preserving a due proportion in the
supervising and gazetted ranks has. not sufficiently been borne in mind. It is
certain at any rate that at the present time the department is overburdened
with the mass of men of comparatively small intelligfsnoe in the lower grades,
At the same time, and perhaps in consequence of this fact, the complexity of
our codes has gone on increasing. Every trivial point has to be provided for by
a set rule ; nothing is left to disoretion or judgment. The whole tendency of
this evolution is mechanical. Everyone from the low paid auditor to the

etted officer is swamped with work, and in a system of this kind it is work
of & peculiarly uninteresting and deadening description. The auditor so far has
undoubtedly paid too much attention to his tithe of mint and anise and cum-
min, and has neglected the weightier matters of the law. He is regarded there-
fore at the present time with irritation rather than with respeot. The
continuance of this state of things cannot be tolerated. Audit must be restored
{o its proper position; & new spirit must be infused into the department ; it
must Ee Erought more into touch with realities ; it must abandon unnecessary
details ; ahd at the same time develop the range of its activities and strengthen
its position in various directions in which its work, while of very much greater
importance, has been seriously negleoted.

7. It will be obvious that for thoroughgoing reform of system which we
contemplate it will be necessary to have a full-time officer at the head of the
audit department, But the need of such an officer will not disappear when the
reform has been accomplished ; the need will be permanexit. In comparing the

osition of the Comptroller-General under past conditions and in the future the

rst point no doubt to be made is the great increase in the volume of his work;
the amalgamation of the Publio ‘Works with the Civil acoounts in itself has
raised the number of officers under his orders from 72 to 140. But more
important than the increase in the volume of work is the change in its character,
Even in the past it is true that the Comptroller-General has been nominally
the head of all the acoounts, but in reality his supremacy was established only
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over the Civil side of the department, and his conneotion with the great spend-
ing departments the accounts of which were undor independent officers, such as
the Accountant-General, Public Works Department, was very slight. Al this
has been changed by the amalgamation and by the new movement in audit to
which it has given rise. Alrmdg the Public Works acoounts have been added
to his charge and this includes the Railway Department, the audit of which
presents problems of first-olass importance and great complexity. Here we
have made a boginning. Ahe Army has still{o be dealt with. But, whatever
may be the exaot form given to the organisation in the different de%mrtmen!js,
it may be accepled as certain that the Comptroller-General of the future will
be the final and effective authority in all matters of accounts and audit. Tho
change in the conception of his position is fundamental.

8. We have no hesitation thercfore in saying that for the proper perform-
ance of the duties now allotted {o the Comptroller-General two experts are
required. We require an expert financial adviser to Government and an expert
in audit aud accounts. The interests involved are on both sides of the most
serious importance, and it is false cconomy to entrust them all to a single
officer, who, it is perfectly certain, will be incapable of covering the whole field
with the thoroughness, the grasp of prinoiple and at the same time the detailed
knowledge which are essential in matters of this importance. 'We should like
to add as a subsidiary but none the less important point that under present
conditions the Comptroller-General is inevitably tied down to his headquarters
in Calcutta. Whichever side of his dutiesisregarded, the result is unfortunate.
The financial adviser to Government should move freely about India; he
should be known to all the prominent commercial men; he should have every
opportunity of making himself familiar with local conditions all through the
country. Similarly the chief accounts officer should not depend for his know-
ledge of local offices, as he must do at present, on the reports of his Deputy
Auﬁitor-Genera.l. He should himself be in touch with the wishes, the com-

laints, and the views of his subordinate officers. Much also we are sure would
geined if he werc in a position to know and disouss matters with the
administrative officers in different provinces. In all questions of this kind,
whether of pure finance or of audit and accounting, the advantage to be gained
b{ personal intercourse is none the less substantial if its results do not admit
of accurate statement, but under present conditions it is an advantage whioh is
impossible of attainment.

9, It is worth while Eerhaps to point out that even forty years ago when,
the administration of the Paper Currency was transferred to the Aocounts
Department, the arrangement was not regarded as an ideal one. Even then
the Government of India recognised that it was desirable to have a separate
head of the Currency Department, but the state of their finances at the time
was such that they found it impossible to incur the expense of new appoint-
ment and it may have been in this view that the appointment of the
Comptroller-General as Head Commissioner of Paper Currency was deolared to
be until further orders. In any case what in 1870 was regarded as desirable
has to-day olearly become inevitable, and we think that the whole of the
purely financial business which the Comptroller-General transacts at present
must be taken over by the Finance Department. This would involve the
Inmdin er of the following branches of work, so far as they are conducted in

Mint and Assay ;

Paper Currenoy Department including the Currenoy offices and the
management of the Currency Reserve ;

Council Bills and all ?uestions connected with Exchange, including the
management of the Gold Standard Reserve ;

Rupee Loans;

Public Debt Offices ;

Resource (or Ways and Means) ;

Treasury transfers ;

Deposit and custody of securities
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To assist us with this extra work, we propose toappoint a special officer,
who will make these subjects his own, who will be in steady touch with the
Tndian money market and financial opinion, and who will undertake tio detailed
exeoutive work which is not at present referred to the Finance Depariment. He
would ho an officer of that department, cither an acoounts officer with speoial
aptitude for this class of work, or of the Indian Civil Service, preferably with
previous training inour Sccretariat acquired in the post of Under or Deputy
Secretary ; and he would be assisted by a juniorjofficer, either of the Indian
Civil Bervice or of the Accounts Department. He would take over the sections
of the Comptroller-Giencral’s office which at present deal with the class of work
that we have mentioned. We consider that a suitable designation for this officer
would be “ Comptroller of Ourrency,” though this does not cannote all the
functions that he will exercise. Thus it will be necessary to appoint him to be
‘Head Commissioncr of the Yaper Currency’ under Aot II of 1910, and he will
be specially cmpowered under the Charitable Endowments Act. In regard.to
pay, it will, we think, suffice, if the incumbents are aocounts officers, to give
them their grade pay in the Department, with local allowances of Rs. 200 and
Rs. 100, respeotively; if they are not in the graded list of the Finance
Dcpartment, we suggest that their emoluments may suitably be fixed at
Rs. 2,600—100—3,000 and Rs. 1,000—50—1,250, respectively.

10. If this separation of functions is accepted, it remsins to consider the
position of the chief audit officer in India when he is left with nothing hut the
semi-judicial funotions of audit and accounting to perform. In the past the
Auditor-General and his staff have been under the executive control of the
Government of India in the Finance Department, but while that position was
intelligible when these were largely financial officers with large and responsible
duties in the realm of resource, currency and other branches of pure finance, it
will cease to be either intelligible or defensible when those dutiesfall from the
Auditor-General and leave him a pure and simple auditor and acoount officer.
We are prepared also, and indeed we consider it essential, to increase sub-
stantially the status of our chicf audit officer. We propose therefore—

1}

(1) That the Auditor-General should be appointed by. the Governor-
General, and that he should be removeable from office only by the
Governor-General. This is already the practice, but we think it
right that itshould be definitely and permanently recognised as
one of the conditions of the appointment;

(2) that heshould have the right of direot nooess to the Governor-General ;
and

(8) that he should draw a consolidated pay of Rs. 5,000 per mensem
without Exchange Compensation Allowanoe.

11. In making these proposals we have not overlooked the fact that we
hed some difficulty in 1007 in'persuading your predecessor to acoept & proposal
to raise thie pay of the Comptroller and Audior-General from a fixed pay of
Rs. 3,600 to a pay of Be.8,600—100—4,000. The conditions, however, have
been radioally changed since that time. We have pointed out that the work of
the ohief audit officer has been greatly increased, and it is not an answer to this
argument to say that he will now berelieved of his treasury duties,.for it is
plain that this relief will do no more than place him in a position to give to his
audit work the attention which its high importance demands but which in the
past has been impossible. 'We have noted also the chanﬁe in the quality of his
work ; but we should like to supplement what we have already said on thjs point ,
by a reference tothe charaoter of the Appropriation Report. In the past this
report has been confined practically to & laborious comparison of figures, and
though this comparison seoured one of the prinoipal requirements of audit by
cheoking expenditure against budget grants, it is admitted .thn.t the report has
not been of much authority and has received little attention. .Our mtenigxon
is that in future it shonld deal in & much more direct manner with audit ob;eo-
tions of all kinds which seem to the Comptroller-General to be of sufficient
importance to be brought prominently to the notice of superior authority,
anso we think that it should be addressed to the Secretary of Btate, being

orwarded through the Government of India for the record of any observations



-

1032

which they may desire to make. The writing of the report under thesc new
conditions will be a difficult and delicate task, Bul the broadest and most
general ground on which we base our proposals is the high importance of
improving and strengthening audit in India, and the first and essential step 18
to confer on the head of the department, from whom it cannot fail to fake its
general tone, a status comnicnsurate with the important and diflicult duties
which he will have to perform. In England we understand that the post of
Comptroller and Auditor-General is one of the most highly paid and most
esteemed in: the Civil Scrvice, and in this country where the position of our
Fiftance Depariment is by no means so strong as that of the Treasury at Home,
while the extra-departmental influcnces, the force of public opinion and the
strict examination of accounts by a Parliamentary Committee which re-cnforoe
the efforts of the suditor in securing financial regularity are absent, the case
for strengthening the position of the chief auditor is even morc conclusive. Yet
at present our Comptroller and Auditor-General drawsa pay which is less than
the pay of the Secrctaries to the Government of India; heranks as a matter of
precedence only just above Commissioners of divisions (in their respeoctive
oharges) and Chief Seoretaries to Local Governments, and he is in- fact a
subordinate of the Finance Department. The position thus assigned to him
appears to be in & high degres inadequate. We have proposed therefore to
make it plain that in future the Comptroller-General is to be subordinate only
to the Governor-General, and {o give him the right of direot access to His
Excellency. It is necessary also to enhance his pay, and, as we consider that
he should be recognised as one of the highest officials in India, we cannot
recommend auy pay of less than Rs. 5,000 & month as sufficizui. 'We should like
to add, as we have pointed out in the first paragmgh of this despatoh, that the
subject which we have been discussing is one which engages much publio atten-
tion ; and as it has been raised already in resolutions and questions in the
Legislative Council, it is almost certain that it will again be pressed ou us in
the coming cold weather. 'We mention this, however, merely as an additional
argument for deciding the matter without delay. Our proposals sre in no
way & conoession to pressure from without. They have been gradually evolved
after a searching examination of the merits of the case. They are essential in
our judgment for the reform and proper maintenance of our audit system, and
we sinoerely trust that they will commend themselves to your Lordship.

12. Two minor points remain for consideration. The first is what title
should be given to the new chief audit officer. He might be called simply
* Auditor-General,” and it is true that there is not in this country the same
historical justification or meaning in the term Comptroller-General which exists
in Bngland. On the other hand, it is not the case as might be supposed that in
India the double title refers to the combiuvation in the same appointinent of execu-
tive or financial and of audit functions. There is no special reason thereforo for
making a change, and on the whole we should prefer that the chief audit officer
should continue to be known as Comptroller and Auditor-General. Therecond
point is concerned with the sources of recruitment for the post. At present the
appointment is generally restricted to members of the Indian Civil Bervice
employed in the accounts department ; but it may be given to a non-civilian
officer of that department, in which case the approval of the Secretary of State is
necessary, or oocasionally to an Indian Civil Service officer outside it. No change
in the field of recruitment is therefore neoessary, but wo think it must be recognis-
ed that if the status of the post is raised, as we propose, the chances of an acoounts
officer being selected may be considerably reduced. The result is one which we
regret. It will be noted however that the department will gain whenever one of its
members isappointed. It will gain further by the new appointment of Comptroller
of Currenoy for which its members will be eligible. It is donbtful therefore whe-
ther on the whole i{s prospeot will be unfavourably affected, and, as the prizes of
the servioe will be inoreased, recruitment should be aided rather than emharrass-
ed. In any case we cannot undertake even ordinarily to make our selections
within the department ; indeed it may be suggested that there would be & distinct
danger of the work again becoming sterestyped unless fresh blood were

* occasionally brought into it. But apart from this the wholeof our case rests on the

conviotion that the work is of firet-rate importance and responsibility. Our
proposals will, we believe, enable us to obtain the servioes of a first-olass officer,
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and it would be wasteful to employ one of medioore capacity when beiter mon
aro available. Experionce of the actusl work will always Le a point in favour
of officers employcd in the department ; but ability and other qualities will havo
to be considered, and the appointment must go to the man, wherever Lc may
be found, who is best fitted for it. :

13. 'The finaucial effect of our proposals would be as follows. At present
the office of the Controlicer and Auditor-Greneral consists, apart from that officer,
of a Deputy Comptroller-General, two Assistant Comptrollers-General and a
Chief Superintendent.  After the proposed division of duties, we think that the
Comptroller-Goneral should retain & Deputy Comptroller-General and a Chict
Superintendent, while, as already explained, the Comptrollor of Currenoy
should have an Assislant. The comparison will then be—

Present Scale.
o Re Rs,
Comptroller-General . . . ., , . [, , 8500—4000 8833}
Doputy Comptroller-General e« 4« « 4 4 1,B00~1800 1,700"
Assivtant Comptroller-Genoral , , ., .« . 800—1,850 847§
Ditto ditto e e e e s . B00—),850 847}
Chief Buperintendont o, 0 s« 4« .. 460600 562}
Total o 17,7008
Proposed Scale.
P Minimum cost, Maximum coat,
r A N g A B
Bs, Ba, Re. Ra.
Comptroller-Genoral . . 5,000 5,000 6,000 5,000
Deputs-Comptroller-General . . 1,600—1,800 1,700 1,600-1,800 1,700
Chief Superintendent . . . 450~-600 6624 450800 5694
Oomptroller of Currency . . Pay ss an Ao 3,430 $,600—100~~8,000 3,838}
countant-General,
Claas I11, Rs. 8,350
plusa local allow-
¢ anos of R, 200,

Assistant to Comptroer of Currency. Psy Be. 800—1,850 9047} 1,000—50—1,350 1,136
B N gluss local allow-
ance of Rs. 100.

Total . 10660 L. 11,268)

The net increase in cost will thus amount to Rs. 84,430 per annum as
& minimum or Rs. 41,660 as & maximum.

Oopy of telogram fro'n; the Secretary of State for India, daled the 9th October
' 1918. )

Please see your despatch No. 186 of the 11th July. Iam in favour of the
geparation of funotions while reserving judgment as to salaries ; but in view of
w&t was said by your Finance Member in the Imperial Legislative Council
Debate on the 22nd March last, it is necessary for me to consider further the
question of independent status. I do_ub_t advisability of mq.kmg h1m suborq,.
nate to the Governor-General as distinot from Goverdor-General in Counil.
Please let me have your views on the merits of the propoeal that he should be
appointed and removable only by the Secretary of State. Objeotion in cor-

respondence ending with your letter No. 800, dated 19th September 1901, was

nd of expense which will no longer apply if additional posts are
i:r :lg,.:;gdr?; any ca:Ie). It will be necessary, whatever be the decﬂiﬁn‘, to
define his functions carefully and especially to decide whether he shall continue
to take part in the compilation o estimates and accounts. I doubt whether
this would be compatible with the position of an officer not under the orders of

the Government of India. I shall glad to have your views by despatch on
these points,




1034

Copy of despatch to the Secretary of State for India, No. 81, dated the 7th
February 1913.

We have the honour to reply to Your Lordship’s telegram of Lthe 9th
October last, in which, with reference to our despateh of the 11th July 1913,
you ask for an expression of our further viows on the question of the position
and duties of our Comptroller and Auditor-Goneral. You were in favour, you
said in that telegram, of the separation of funotions which we had proposed,
though you reserved judgmert as to tho salaries of the two new posts to be
created ; but you desired to have our opinion on the proposal that the chief
Audit officer should be appointed and removable only by the Beeretary of
Btate; you doubted whether it was advisable to make him subordinate to the
Qovernor-General as distinet from the Governor-General in Council, and you
referred to the necessity of carefully defining his functions with reference more -
partinularly to the compilation of estimates and accounts, a duty which you
thought might not be compatible with the position of an officer not under the
orders of the Government of India.

2. Tho main question now for discussicn, which may be described briefly
as the question of the independence of the Comptroller and Auditor-General, 18
one of which, we need scarcely assure Your Lordship, we recognised the import-
ance and to which we gave our most vareful consideration before wo addressed
to you our despatch of July last. Our position in this matter is as follows.
We dc not fail to recoguise that, since the Beoretary of State is the final
authiority for the sanction aund control of Indian expenditure, thero is some
theoratio force in the contention that the Auditor-General should be indepen-
dent of the Government of India and subordinate onlg to Your Lordship. An
arrangement on this basis would placo our Auditor-General in an analogous

osition to that occupied by the corresponding officer in the United Kingdom.
%ut there are such serious diéewnccs in the respeotive ciroumstances that we
consider this analogylto be in a large degree misleading. In the first place, it
has to be remiembered that, while in England the system of accounting is
departmental, and the Comptroller-General is only an auditor, in India audit
and acoounting are combined. The characteristic of the English system is
that the departmental auditor is subordinate to the head of his Department ;
he cannot give a reference to an outside authority. In India the officer who
corresponds to the English departmental auditor is an Accounts officer directly
under the Finance Department and independent. of the Department whose
acoounts he audits. He has also, if an Accountant-General, power, without -
reference to any higher authority, of requiring a reference to the Becretary of
State. . Again, in England, the Comptroller-Gereral is an original auditor and
appiies his andit direct through his own stuff: whereas in India the original
audit is delegated to a number of local officers and the duty of the Comptroller-
General is chiefly supervision. The Indian system in fact is based on the
independence of the departmental officer in relation to the Department whose
-acoounts he audits, while in the English system thereis no independent officer
until we reach the Comptroller-General at the summit. It follows that the
case for independence of the English Comptroller-General rests on quite differ-
-ent and on much stronger grounds than the case for independence of the
Indian Comptroller and Auditor-General. 1If the latter were made indepen-
dent of our Government, the Audit Department as a whole would be subject
to far less control by the executive than is the case in England, Not only
-would this be so, but there would be the further very serious practical objeotion
.that the Comptrolle? and Auditor-General would be separated by so great a .
distance from the only authority to whom he would be responsible. He
would "be subject to no control by the Government of India. At the
same fime the control exercised over him from London by the Beorelary
of .Bate oonld be neither immediate nor effeotive. It would be exceed-
ingly dificult for the Seoretary of Btate to decide the merits of oases in
which the Government of India might have cause for complaint against an
attitude of excessive motioulousness or a tendency to unuecessary interference
on the part of the Auditor-General. Buch an attitude has been one of the cons-
. picuous defects of our Audit Department in tho past, and we cannot but feel that
should our Comptroller and Auditor-Geueral be made altogether independent
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of our Government, the tendency might well be for this spirit to inorease rather
than to diminish. We do not for » moment suggest that the Secretary of State
would wi - to encourage such an attitude on the part of the Auditor-General,
but ho would naturally feel it incumbent on him to support his officer unless
& very olear case were shown against him and the situation would be one with
which it would be peculiury difficult to deal by cortespondence. Tho same
may be said in & lessor degree in regard to the Auditor-General’s performanco
of his general administrativo dutics aud the routine of daily business. These
could hardly coms to the notice of the Secrotary of 8tate and yet might well be
of importance iu forming an opinion regarding the administration of the
Department. Apart from actual misconduet, it* would be difficult for the
Government of India to prove to the satisfaction of the Secretary of State that
the condition of the Audit Department was so seriously defective as to call for
the gpFomtment of anew Comptroller and Auditor-General. Beaving these
possibilitics in mind we venture to think that should it be cventually decided
to make the Comptrolicr and Auditor-General independent of the Government
of India, it would be necessary at the same time to introduce into our admi-
nistration a system of Audit officers under the control of the Department whose
acocounts they andit analogous to that in force in England. We recognise the
objeotions to this course on the ground of expense, but we see no other mothod
of adequately mecting the situation which would be created. There is also the
further difficulty that it would appear necessary for our Qomptroller and
Auditor-General to continue, as at present, to.be concerned in the compilation
of our estimates and accounts, a point to which Your Lordship refers in your -
telegram under reply. He would in’this capacity be under the orders of the
Government of India, while in the performance of his audit functions ke would
be entirely independent of his Government. We cannot consider that such an
arrangement would be either logical or likely to work satisfactorily.

8. The defeots of our present system of andit were fully explained to Your
Lordship in paragraph 6 of our despatoh of July 11, 1912, and we ueed not
detail them again liere. The immediate neoessity, to our mind, is that those
defects should be remedied, and it is clear that the essential faotor for the
attainment of this object is that our Auditor-General should be able to devote
his whole time to audit estimates and accounts only, and that he should he the
best man we can secure for the work. The reform of the Department isa work
of great magnitude and difficulty. It will require for its completion both an
intimate krowledge of the details of the work and great abilities. For these
reasons we have urged on Your Lordship the separation of the functions of the
Comptroller-General and Auditor-General from those of the Comptroller of
Currenoy and have suggested a large salary for the former officer. Even when,
28 we hope, the reform of the Comptroller and Auditor-General’s Branch will
bave been achieved, it will still be a matter of great importance to have a large
area of ohoice for the post of Auditor-General. But should the Auditor-
General be made independent of the Government of India, with the corolla
that he 1s to look for no further promotion or appointment at our hands, it 1s
obvious that our area of selection will be seriously narrowed. Our ablest
_financial officers who may legitimately entertain hopes of promotion to the
highest posts in our Government may not be temptod even by a high salary to
accept the post on such terms. On the other hand, we see no reason to
suppoee either that lack of independence has contributed to the present defeots
of our system or that its removal would aid in their improvement. In so far
as the independence of the Auditor-General would have any influence on the

uestion it would rather tend, for the reasons we have given above, to retard
axe process of reform which we wish to initiate.

4, We are not aware of any evidence toshow that the Comptroller-General
has in the past been embarrassed by & sense of dependence on-the Government
of India, or that his position has militated against the proper discharge of his
audit funotions. If such had beén the case we agree that there would have
been strong grounds for making him independent of our Government. What
we propose, however, will greatly raise his status and position. We propose, a
point with which we deal more fully further on in this despatch, that he should
be appointed by, and removable only by, the Governor-General, and that he
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should have the right of direct access to His Excellency. We also propose
that his salary sbould Le raissd to Rs. 5,000 and we greatly hope that Your
Lordship will be able to agree to this suggestion. We consider that if these
proposals aro acoepted, the Comptroller and Awuditor-General will ocvupy a
posttion whish shonld romove all fear of his heing impeded by improper
pressure in the exeroise of his duties.

5. Lastly, we fee] constrained to invite Your Lordship’s attention to the
Qoliticul aspect of the case which to our mind cannot be loft out of account.
Whatever may be the theoretical arguments in favour of an indcpendent
Auditor we cannot help feeling that such independence will inevitably be
interpretod as an admission that the Governor-General and the Government of
India either have proved themselves incapable of controlling, or that doubts are
entertained regarding their desire or ability to control, expenditure inIndia.
The implication is ona no doubt which Your Lordship would repudiate ; but we
have to consider how the matter will appear to the outside world, and on the
broadest grounds we doubt the expediency of appointing in India any officer
whom it is declared to be necessary, for the reasons we have indicated, to
plaoce outside the control of the Government of India. The step, it is clear to
us, would be derogatory to the position both of the Government of India and
especially of the Governor-General, and we need not emphasise to Your Lordship
the very serious objections to the adoption of a measure which might produce so
unfortunatea result, For all these reasons we adhere to the opinion which
we formed when the matter was first considered by ws. Qur Hon’ble
Colleague, Bir Guy Flestwood Wilson,:is, however, unable on this question to
subsoribe to the views of the majority of the Council ; and we have accordingly
to append to the despatch a Minute of Dissent which he has recorded.

6. As regards the relationship of the Comptroller and Auditor-General to
the Governor-General, we regret that we appoear to have conveyed to Your
Lordship a wrong impressions of our intentions. We did not mean to propose
that this officer should cease to be under the orders of the Government of India.
Our substantial proposals were two in pumber. We desired in the first place
to have it recognised as a definite and permanent condition of the appointment
that the Comptroller and Auditor-General should be appointed by the
Governor+teneral and should be removable from office only by the Governor-
General ; sroondly, we wished to give him the right of direct access to His
Exoellency. These mattersare indeed within our own powers, but we thought it
desirable to mention them in order to show the mannerin which, apart from
the pay of the appointment, we proposed that the position of the Comptroller
and Auditor-General, which we regarded as inadequate, should be improved.
Tu will be necessary to examine in detail the division of funotions between the
Comptroller and Auditor-General and the new Comptroller of Currenoy which
we gave in broad outline in paragraph 9 of our despatch of 11th July 1912,
and this work we shall uudertake as soon as we have Your Lordship's final
orders. As we have explained in an earlier paragraph of this despatch, we
consider that special difficulties would arise in regard to the accounts work of
the Comptroller and Auditor-Geveral if he were made independent of the
Government of India; butshould Your Lordship be able to acoept the proposals
contained in our despatoh of July 11th last, we think it will be clear from the
cxplanation we have now given that in the assignment of dutiee to the Comp-
troller and Auditor-General, no difficulty of a constitutional nature, such as that
referred to in your telegram, need be anticipated in connection with the
compilation of accounts and estimates.

7. Tosum up. Our whole proposals, as set forth in our despatch of Jul
11th, were based on the necessity of improving sudit methods as now praotis
in this country. The defeots of these method'?;, we consider, have no conneotion
with the deper.dence or independence of the Comptroller and Auditor-General ;
the importan: Yactor has rather been his want of time, because of the other Leavy
work with which he has hitherto been charged, to supervise that audit sufficiently
and to purge it of its tendency, if not to swallow camels, at least to strain at
goats, Our proposed reforms are ocaloulated to give cur Comptroller aud
Anditor-General higher authority and more leisure ; while, as a result of the
larger salary and befter status offered to him, we shall be able fo command a
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higher standard of ability for the post. By theso nieans we shall hope to secure
those resulis which your Lordship and ourselves alike desire. On the other hand,
we cannot but consider that to make the Comptroller-General independent of
our Government would be to confer no additional facility for securing the
reforms of which wo are in need, but would rather have the opposite effect, ;
while in some quarters it might be interpreted as indicating that tho change
mada was required to obviate defects, which have not been shown to exist, and
which have no relation to those which actually do exist and which we are
endeavouring to remove.

Minute of dissent by the Bon'ble Sir Guy Fleetwood Wilson,

I regret to be in opposition on this question to the majority of the Council;
but a principle of paramount importance is involved, and the duty of support-
ing it leaves me no option but to record my dissent.

- 2. This principle is that the Auditor-General should be subordinate to no
other than the authority finally responsible for the sanctioning of the expondi-
ture which he sudits, An auditor is a judicial oficor. Primarily his duty is
to determine what authority should sanction the expeaditure involved. 1t
18 essential that the conditions of his office should enable him to discharge this
duty without fear or favour, and this heis notin a position to do, so long as
he is dependent on an authority whose orders, under the rules presoribed for
hig guidance he may have to challenge.

8. The validity of this principle is admitted by all, but the conclusions
reached are different because of the varying degree of importance which is
attached to it. My Hon’ble Colleagues scem ready to depart iprgm it because of
certain inconvenience which they foreses in ils application to Indian conditions,
I deny that there is any real inconvenience ; but even if there be and it is far
more serious than it is alleged to be, in view of the enormous importance of the
principle at stake, that inconvenienoe should be faced.

4. T'his is not a serious objection, Control from a distance is an incident

‘common to many service appointments, and experience shows that it cun be

made fully efficient, What evidently is feared is an audit not too facile but
too meticulous and severe. An unreasonable audit would immediately reveal
itself as such in the reports and audit objections, and the Seoretary of State,
as responsiblo finally not only for the expenditure but for the whole adminis-
tration of India, would be tho first to take exception to his cbief auditor
assuming the attitude of mere obstruction. The ob?eotion taken approximates a
suggestion that the Secrotary of State will be unable to restrain his subordinate:
or adjust a truly independent audit to the necessities of Indian administration.

5. It is alleged that the political effeot of the proposal has to be considered,
but I cannot adwmit that the argument is weighty. If a limitation of powers
is derogatory to the position of the Government of India, it exists already.
Their financial powers are derived from the Beoretary of State and extend no
further than he authorises. From this position, the constitutional validity of
which cannot be denied, the independence of the Comptroller-General follows
as & necessary and inevitable consequence.

6. We cannot ensure that the head of the Government of India will always
be determined to uphold the purity and independence of financial orifioism.
The combination of a Governor-General impatient of financial control and
a complaisant Auditor-General is  contingency which, under the scheme pre-
ferred hy my Hon’ble Colleagues, is as possible as it is certain to result in the
imposition of Parlismentary control to & dogree which may render Indian
Administeation well high unworkable.

7. Trecord this minute primarily as head of the Finance Department and
responsible therefore for financial regularity ; but I write it none the less as a
member of the Goveroment of India. As much ‘I wish to consolidate our

ition, It is notsuffcient that we should have a conscience void of offence ;
it must be made patent that wo are above suspicion. It is _wholl in our own
interest to strengthen and iasist on the independence of audit, and we must be
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able to point to an audit authority over which we have no executive influenos
or control.

8. It is not only wrong to postpone the issuo presented to us; it is
dangerous. If the reform of am{‘it is oar objective, ‘the first essontial is to
remove an admitted and serious weakness in the position of the chief officer of
the dopartment from whom the whole of the audit work must take its tone and
quality. Indian expenditure is now exposed to the fierce glare of hostile
criticism in India and at home, Monest.and sound finance has become essential
to our very existonce, and the only way to insure honest and sound finance 1s
to subjeot the expenditure to the search-light of independent audit.

GUY FLEETWOO0D WILSON.
dth February 1913

Copy of telegram from the Secrelary of Stete for India, dated the 10tk
September 1913.

Please refer to your despatch of February 7th, 1913, No. 81, I am still
considering questions relating to Chief Officer of Audit and decision may for
some time be delayed. Moantime, I sanction appointments of Controller of
Currenoy and Assistant and, as recommended in your despatch No. 186 of Julf'
11th, 1912, abolition of two appointwents of Assistant Comptroller-Goneral,
Funotions of Controller of Currency tobe as in paragraph 9 of same despalch
subject to any modifications necessary aiter examination mentioned in
paragraph 6 of your despatch of February 7th, No. 31.

Copy of despatch from the Secrelary of State for India, No. 149-Financial,
dated the 28th November 1913,

I have now to communioate to you the result of iny consideration of the

Oomplrolle; a‘l‘f Audstor-Goxeral and Con- . .

Lt i ‘;:'f; f;;r:;m Tudl, o, 18, proposals 1egardmg the position of the
dated the 11th July 1012, . . . .
“Tolegram from Bearetary of Btats, dated the Comptroller and Auditor-General discussed
mi«?{::bézigtlt Government of Indis, No, 81
datod the Tth February 1018, " " inthe correspondence noted in the margin.*

2. In your letter of the 11th July 1912, you subinitted a series of proposals

of whioh the most important may be summarised as follows :—(4) that the
Comptroller and Auditor-General should be relieved of part of his present dutics
which would be transferred to an officer to be known as Controller of Currency ;
(B) that the branches of work to be transferred to the new officershould be
thoss connected with Mint and Assay, Paper Currency, Council Bills, Exohange,
Gold Standard Resarve, Rupee Loans, Public Debt Offices, Resource (or Ways
and Means), Treasury, Transfers, and Deposit and Custody of Seourities ; and
that the duties to be retained by the Comptroller and Auditor-General should be
those of Audit and Account ; (C) that in order to improvethe status of the
Cremptroller and Auditor-General, he should be appointed by the Govornor-
General (not the Governor-General in Council) and removable from office only
by him, should have the right of direct acosss to the Governor-General, and
should draw congolidated pay of Rs. 5,000 per mensem, without exchange
compensation allowance ; and that his annual Appropriation Report should be
addressed to the Beoretary of State, being forwarded tgrough the Government of
India with their observations.

8. The ground for proporal (4) is the growth of the duiies now performed
by the Comptroller and Auditor-General and the desirability of relievicg him so
that he may have time to frepare proposals for necessary reforms and to arrange
for their introduction. I am convinced of the importance of this, and I s
informed you in my telegram of the 9th October 1912,
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4. 1 felt it necossary, however, to consider further the question of the status
of the Comptroller and Auditor-General, with special reference to his dependence
on, or independenco of, the Government of India, and the closely conneoted
question of his retaining the duties of an accounts officer—duties which must
necessarily be performed under the orders of the Government of India. The
reasons necessitating special consideration of these questions ave that, as is
observed i~ your letter of the 7th February 1913, there is some theoretic force—
I should have preferred to say * considerable force”—in the contention that
that chief audit officer should be independent of the Government whose accounts
he audits, and (hat {his view has been to a considerable extent countenanced
in the public utterances of high officers speaking on behalf of the Government.
I would specially refor tv tho remarks made by Sir G. Fleetwood Wilson in the
Imperial Legislative Council on the 2ith Janunary 1919, to his reply-fo
Mr. Gokhale’s question on the 22nd March 1912, and to the remarks by the
Parliamentary Under Beoretary of State for India in the House of Commons
on the 30th July 3912

0. In your letter of the Tth February 1913, you submit to me the result of
your consideration of questions (B) and (C), you are against any change which
would make the Comptroller and Auditor-General independent of the Govern-
ment, of India. You, therefore, adhers to the proposals made in your- letter of
the 11th July 1912, regarding the method of his appointment and the retention
by him of the duties of an acoount officer in addition of those of audit. Your
reasons may be summarised as follows :—(1) You consider that the appointment
of an auditor independent of the Government of India would involve the
corollary that he was to look for no further promotion or appointment by the
Government of India, and would thus narrow the area of selection and be
detrimental to eficiency, (2) You are not aware of evidence to show that the
dependence of tho Comptroller and Auditor-General on the Government of
India as in the past militated against the proper discharge of his audit func-
tions. 33) You are impressed by the political objections to the appointment
of an independent auditor which you say would “inevitably be interprefed as
an admission that the™Governor-General and the Government of India, either
have proved themsclves incapable of controlling, or that doubts are entertained
regarding their desire or ability to control, expenditure in India.” (4) The
appointment of an independent Chief Officer of Audit would, or might, necessi-
tate the creation, at considerable expense, of a spearate audit staff, whereas
duties of account and andit ‘are now performed by one staff. Your views are

. not shared by Bir Guy Fleetwood Wilson, who bas recorded a dissent in which
he expresses the opinion that a condition essential to the proper discharge of
the duties of audit is wanting so long as the officer responsible for those duties
“is dependent on an authority whose orders under the rules presoribed for his
guidance he may have to challenge,” and that the Government of India in their
own interest ought to be in a position “to point to an audit authuority over
whioh they have no exeoutive influence or control.”

6. The arguments summarised in the preceding paragraph seem-to me to
be of unequal force. The considerations mentioned by 8ir Guy Fleetwood
Wilson are of the highest consequence, while the inconvenience that might
result from carrying out the reform that he advocates is, to my mind,
somewhat overstated. -

1 grant the value of a large field of choice in the selection of an Auditor
General, but I consider that this will be secured by the status and salary proposed
for the post. The post will necessarily be one where exceptional continuity of
tenure will be expeoted, and which will not ordinarily be regarded asa steppins
stone on the path of official advancement. This must equally be the case, an
the possiLility of exceptional promotion of an Auditor-General will equally
exist, whatever bo the suthority by which he is appointed.

As regards the absenoe of distinot evidence that any evil results or short-
comings have resulted from the past subordination of the Auditor-General to
the Financial Department, the argument is at best inconclusive, and I am
unable to attach much weight to it. -

More serious are the apprehensious, i they are wgll founded, that the
political authority and prestige of the Governmeat of India would suffer from
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the appointment of & Chief Officer of Audit wholly independent of that Governs
ment and accountable only to the Secretary of Stato. But 1 confess mysolf
unable to share your view that the prestige of the Government of India would
be affected in the wanner suggested. There aro other high officers in ludia
who are neither appointed nor removahle by the Government of Indi, but
whose independence in these respects of that Government is not detriniental to
its dignity and authority. Tndependenco, in fact, in this conncction is not
absolute, hut is relative to the proper discharge of cortain duties. I think that
the indopendence of the Auditor-Genoral should be secured to such extent as
is required for the proper discharge of the special functions, and as satifics the
criterion expressed in the words quoted from your late Finance Member ; and I
aiz satisfied that this is compatible with the most ssrupulous maintenance of the
position and respect due to the Government of India. I desire, accordingly, to
make such arrangements regarding the conditions of appointment to the post
and of its tenure, as will harmoniso with this intention, and also with the
retention, for the present at any rate, of the existing system, under which
Audit duties and Accounts duties are performed by the same staff, and the chief
Audit Oficer in India is also the chief Officer of Accounts and is necessarily
under the orders of the Government of India in respect of the latter branch of
his duties, :
7. The best method of dealing with the questien subject to these governing
{u‘inci les appeais to me to be that the Comptroller and Audit or-General shall,
ike a Licutenant-Governor, be appointed by the Governor-General subjeot to
the approval of higher authority. In thé case of a Lieutenant-Governor, tho
higher authority who gives approval is the  Sovereign, but in the case of a
financial appointment of this character it will bo more appropriate that
the approving authority shall be the Secretary of State in Qouncil. I have
aoccordingly decided— ~
(1) tosanction the appointments proposed in paragraph 18 of your letter
of the 11th July 1912, No. 186, at the salaries there stated. (In
my telegram of 10th September, I conveyed to you my sanotion
to the creation of the appointments of Uontroller of Currency
and Assistant Controller, and to the abolition of two appointments
of Assistant Comptroller-General ;)

(2) to approve the division of functions between the Comptroller and
Auditor-General and the Gontroller of Ourrency propused in that
letter, subject to the decision by you (the result of which would

be x:lported to me in due course) of the questions of detail men-

;éon31 in paragraph 6 of your letter of the 7th February,

0.31;

(8) that the Comptroller and Auditor-General shall be appointed by the
Governor-General, subject to the approval of the Secretary of
State in Couweil ;

(4) that he shall not be promoted, transferred, punished or dismissed,

- except with the approval of the Secretary o?ﬂtate in Couneil ; and

that, failing promotion, transfer and dismissal, he shall hold office

until required by the rules of his service to retire or until he
resigns or is invalided ;

(5) that the annual Appropriation Report shall be addressed to the
Becretary of Btate in Council and shall be forwarded to him by
the Government of India, with any observations that they may
wish to make, within a period to be specified ;

(6) that the relative precedence shall be reconsidered with reference to
his enhanced salary and status.

8. The duties of the Comptroller and Auditor-General in his capacity as
Chief Officer of Audit will be generally the same as now, but it may
at any time hereafter be necessury to require him to take part in the audit of
revenus as well as in that of expenditure, just as the corresponding officer in
the United Kingdom may be required by. the Treasury under 29 and 30
Victorin, chapter 89, section 33, to examine and audit the account of the
Revenue Departments. It should be made olear that the duty of initiating
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improvements and of carrying out all approved extensions of audit control is
part of the ordinary duties of the post of Comptroller and Auditor-General,
a8 now reconstituted.

. 9. Ishall be glad to roceive in due course a recommendation as to the
ofticer to be appointed in pursuance of the decision above, and your proposals
as to paragraph 7 (5) and (6).

Copy of telegram to the Secretary of State for Indiu, No 2897-A., dated tha
22nd December 1913,

Your despatch No. 149 of 28th November. Comptroller-General. It
js doubtful how far exact distribution of functions between Auditor-General
and Controller of Currency previously proposed by us can be fully adhered
to with due regard tocertain indireot results of constitution of two appoint-
ments, e.g., effect on budgetting, etc. 'This question is now being , examined
in detail and, pending submission of proposals regarding exact range of
trauslerred work, we usk permission to refrain from immediate action on
foregoing despatch.

Copy of telegram from the Secretary of State for India, dated the 6th January
1914,

Your telegram, dated 32nd Decomber. Comptroiler-General. I agree,

Copy of despateh to the Seoretary of State for India, No. 210, dated the 25th
June 1914.

In our telegram of the 22nd December 1913, we asked your Lordship’s
ermission to refrain from taking immediate action on the orders contained
in your despatch No, 149, dated tho 28th November 1013, regarding the
position and functions of the Comptroller and Auditor-General. 'We explained .
that it was doubtful how far the previous proposals for the distribution of work
between this officer and the Controller of Currency could be fully adhered to,
and we promised to submit further recommendations regarding-the exant range
of the work to bo made over to the latter. This was agreed to in your
Lordship’s telegram of the 6th January 1914,

2. Tn the original proposals contained in our despatch No. 186, dated the
11th July 1912, regarding the splitting up of the functions then performed by
the Comptroller and Auditor-General, we gave a broad indication of the nature
of the work which would be transfeired tothe new officer. Assoon, however, as
the Controller of Currency took up his appointment, and the question aross of
putting the scheme iuvo practical effect, the necessity became apparent for a
more exaot delimitation of the functions to be assigned to the two officers. We
thon made a careful examination, in consultation with the present Comptroller-
General and Controller of Curreroy, of the details of all the branches of work
hitherto preformed by the former, and we now state the conclusiony at which

we have arrived. ,

8. The whole question turns upon the issue as to which of these two
officers should give the Government of India that assistance in budget matters
which has formerly been supplied by the Comptroller-General. It is recognised
that accounts work must be entirely in the hands of the Comptroller and
Auditor-General, and what melghbe called resource work entirely in the hands of
the Controller of Currenoy. That being so, it is obvious that the latter officer
must have at any rate some part, even if it be only in supplying the necessary
dala, in the examination of our estimates from the point of view of the ways
and means arrangements for the year. In some respeots, indeed, his share must
be the more important, for, though it will be theoretically possible to leave to
the Comptroller-General the task of dealing with some of the departmental
estimates, such as those relating to the Army, on the basis of data supplied by
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the Controller of Currency, it is olear that the general ways and means estimate
is one for which the latter officer must undertake priotically the entire respon-
sibility. Further, there is another important standpoint from which the
Controller of Currency can give the Government of India valuable advico during
the preparation of the budget, namely, as an expert officer in toneh with trade
conditions ; in that direction his assistance would in any case be required in
dealing with such heads as the railways and customs estimates, and to somo
extent with those relating to savings bank deposits and opium.

4, For these reasons it js, we think, clear that in any event a large share
of the budget work must fall upon the Controller of Currency, and while it
might still be possible to assign the remainder to the Comptroller-General, the
line of demarcation would Ve difficalt to define, and there would be some loss of
economy in regard both to establishments and to the timeand work of the two
officers. We conclude, therefors, that the ouly practicable course is to relieve
the Comptroller-General eutirely of functions connected with the budget, and to
transfer them to the Controller of Currency.

6. If this decision meets with your Lordship’s approval, we are of opinion
that it will necessitate some rc-adjustment in the salaries to be assigned to the
two officers.  As regards the Controller of Cucrency, the presant sanoticned pa
is Rs. 2,600—100-—3,000 wheu the post is held by an officer of the Indian Civil
Service, while an incumbent drawn from the Accounts Department is to receive
his grade pay in the department with a local allowance of Rs. 200 a month.
For the following reasons, wo propose thai in the former case the pay should now
be raised to Rs. 3,000—125~3,000 a month, In the first place the iransfer
of duties proposed above will throw on tho Controllor a good deal of additional
and responsible work which was not conteraplated when we put forward our
original proposals, ard will involve his residence for at. least two months in
Delhi during the winfer season. Becondly, we are now of opinion that the
pay originally proposed was in itself hardly sufficient. Tho duticsof the post
will necessitate extensive touring ; it will be necessary at the same time for
the incumbent to maintain a residence at his actual headquarters in Caloutta ;
and the conditions generaly will be expensive. Thirdly, Lhe duties already
definitely assigned to the Controller of Currenoy, and those which we now pro-
pose to transfer to him, are highly responsible, ard, in partioular, they will
bring him into a relation of some administrative snperiority to other officers
whose pay is in excess of that now sanctioned for himself. Acocountants-General,
for example, rise to a pay of Rs. 2,750 a month, wiih a possible local allowance .
of Rs. 250, while 4 senior Mint Master can rise to & pay of Rs. 3,000 a month.
Finally, an officer of the capacity and spacial experionce required for this
important post will usnally be found to possess a standing ard prospeots for
which the pay at present;sanctioned is hardly a sufficient equivalent.

6. We should also prefer, on a reconsideration of our previous proposals, to
allow the same pay to an incumbent drawn from the Accounts Department.
It will be obvious that the arguments in favour of a higher rale apply with
hardly less foroe in this case, and any officer of the Accounts Department
appointed fo the post is sure to be of high standing and of quite exceptional
merit,

7. The pay of the Comptroller and Auditor-General himself was fixed by
Your Lordship at Rs. 5,000 a month on our recommendation, and with reference
to our previous proposals as to the distribution of work. We have now proposed
that he should be relieved of an important portion of the work which it was pre-
viously proposed fo assign to him. We think that this consideration justifies
a somewhat lower rate of pay, and we suggest for Your Lordship’s consideration
toe rate of Rs. 4,500 a mont{. We would add that while the Comptroller-
General will also be a touring officer, he will have a permanent headquarters at
Delhi and will thus be to a large extent free from the heavy social obligations
igng other expenses usually attaohing to the highest paid appointments in

ndia. '

8. We have also found it necessary to re-examine in detail, and from a
practical standpoint, the question of the establishments to be alloted to the
Comptroller and Auditor-General and the Qontroller of Currenoy, respectively,
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in consultation with the present Comptrolier-General, whose conclusions are
embodied im the memorandum * which,
forms an -appendix to this despatoh.
We regrot o find that the previous proposals were unduly sanguing in respect
of the staff and cstablishments required. Even under ti.o old system, the work
was growing al & rate which it was unlikely that the then existing stall could
cope with, and, with the creation of the new Currency appointment and the
greater attention tha! will now be given to Currency and conneoted matters, the
work must inevitably grow. We are satisfied that the revised proposals, which
Mr. Gauntlett has worked out in considerable detail and with great care, and
after consulting tho Controller of Currenoy in so far as the latter is concerned,
bave heen framed as economically as possi[y)'le, and we commend them to Your
Lordship’s approval. They may be summarised as follows, the comparison
being made with the stall and establishment which existed when the proposals
made-in our despatch No. 186, dated the 11th July 1012, were placed before
Your Lordship :— "

# Not printed.

-

— Cost per month.

Inercase— Re, o. p.| Rs. a. P
1 Superintendent on Rs. 450 . . . o 450 0 0
1 local allowance of Rs, 150 . 160
£ local allowances of Rs, 10! each . 200
— 360 0 0
3 Assistant Superintendentson Rs, 150 , ., .| 460 0 0
1ClrkonRa.160 . , 150
2 Clerks on Rs. 200 200

1 Clerk on Rs, 80 . 80
4 CletksonRs. 80 » 240
2 Clerks on Rs, 50 . » 100
1 Clerk on Rs. 40 . » 40
1 Clerk on Re, 60—8—100 90

—_— 900 0 0
Menial establishment , . . . . Jd 611 0 .
. 220112 0
Decrease— ‘
1 Chief Superintendent on Rs. 460—80—600 . .| 562 8 0
2 local allowances for Superintendents, Rs. 50 each o 100 0 Of 662 8 0
Net increase . o 1,689 4 0

9, If the foregoing proposals be acoepted the . >tal cost of the re-organisation
scheme will be Rs. 5,672,% a month, as shown below :—

, Rs.
Tncrease of pay of Comptroller and Auditor-General from
Rs. 8,500—100—4,000 to Ks. 4,600 & month . . . 6663

Increased cost of establishment (as shown in paragraph 8 above) 1,689}
Pay of Controller of Currency (average) o« .. 83663
Local allowance to Asaistant Controller of Carrency . U

S po———

Total . 6,6127

C———

10. It is probable that, on taking over the full-budget work from the
Comptroller-General, the Controller of Currency will require, during the first
year or two, tho assistance of an expert officer of the Accounts Department-
during the greater part of the cold weather. 'We propose to provide for this by
placing an officer of the existing cadre on special duty, from time to time, as
may be necessary. ,

11. In conclusion we desire to ‘advert to certain general aspeots of the
important change which is about to be introduced. The foregoing proposals,
80 far as they affect the functions of the Comptroller and Auditor-General, will
relieve him of duties not strictly connected with audit and accounts in the
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disoharge of which he would bave been subject to tho coutrol and eriticism.of
the Goverument of India. They are thus, we think, entirely in tho spirit of
Yonr Lordship's previons decisions, the aim of which is to guarantee his inde-
pendence and enhance his prestige. We accept these decisiors cordially and
with every desire to scoure from them the maximum of administrative advan-
tage ; and, from this point of view, we think it would be beneficial if, at the
outset of the new arrangements, Your Lordship would formulate some general
pronouncement as to the manner in which the Auditor-General’s functions are
to be performed under tho new conditions, We are reluctant to-assume that
nothing further is contemplaied than a scale of pay and a relatiouship to the
Secretary of State such as will servo to dispel any vague—and as we beliove
unfounded-—idea that the Auditor-General is exposed to undue influence from
the executive authorities in this country. This, in our view, would be a very
narrow interpretation of the spirit of the new departure. Some indication of
the attitude which wo should like to see adopted has already boen given in

* Despateh to the Soorstary of State, No. 44 U recont proposals,* to which you have

Finsnalal, dated the I8th Febroary 1914, % assonted, for the grant of larger powers to
Despat-h frora the Secretary of State, No. 88- i i 1ectl

Financal, datod the 30th Sareh 1014, audit officers in regard to objections on
Dospatch to the ‘Bearstary of Stato, No.95-  trifling matters, and also for the grant of

Financisl, dated the 27th March 1914. authority to the Auditor-General to

r&?"‘»ﬁﬁﬁiﬁi“&?xﬁ'ﬁfi} okt No- 80 wyaive potty references to the Seoretary
of Btate in certain classes of oases. Un-
derlying all the strictness which is admittedly necessary to the due performance
of audit functions, there should, we think, be a constant appreciation on the
part of the andit officer himself of the fact that efficient audit is only valuable
as an instrumnent of efficient and economical administration, and that methods
of interpretation and procedure, which may convert audit into an aotual im-
ediment to administration, should either be relaxed in the exercise of such
iscretion as Your Lordship 1nay be prepared in the future to confer upon the
Auditor-General, or bo brought to notice with a view to the introduction,
under proper sanotion, of a better practice. Audit, again, should not confine
itself to externals, but should bring to light those defects and possibilities of
improvement which are beyond the scope of mechanical rules. On such lincs,
the ruliogs of the Auditor-General, as the final appellate authority on audit
matters, and his right of addressing Your Lordship freely in his annual appro-
priation reports may well become the means of working gradusally to a broader
practico and tradition than now prevail ; and in order to secure Your Lordship’s |
full knowledge and concurrence at every stage, we propose, when the new ap-*
pointment has been created, to transmit half-yearly a complete printed rocord
of the Auditor-General’s rulings in the preceding six months.

. 12, As regards his relationship to ourselves, the Comptroller and Auditor-
General will now, in the capacity of an Audit officer, be an independent
authority, and will check and bring to notice all real irregularities, and, ia
particular, all mattersin which the sanction of the Seoretary of Stateis required.
We shall welcome any added proteotion which may be obtained from
increased efficiency in this direotion, though at the same time we should
deprecate the adoption of a captious and critical attitude, which would lead
to trouble and irritation ougweighing ‘the advantages to be expected from
the new arrangements. As an officer of account, the Comptroller and Auditor-
General remains an officer of the Goverument of India, and it will be his duty
as hitherto, to give the utmost possible assistance in this direotion. As the
‘administrative head of a large department, the duties of which are not solely
confined to andit, he will recognize that his department is still subject to the
ultimate and-on occagion the (fetailed control of the Government of India in
regard to all matters of persomnel, postings, discipline, and so forth. We,
on our part, shall recognize the weight which must be attached to his position
as the head of the department and as the officer responsibie for audit efficiency.

18. We must explain, however, that, in making these remarks, we have no
intention of reflecting on the present Comptroller and Auditor-General, whose
action has not been in any way open to oriticisms and apprehensions of the kind
indicated above. But we think it advisable, on the initiation of the new
system, to have clear understanding which will tend fo prevent in the future
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an t;md:xe and exaggorated formalism which would not be in the ultimate publio
nverest.

14. We shall addres: Your Lerdship later, with refcrence to parigraph 9 of
your despatch of the 28th November 1913, 1n regard to the definite selection
of an officer for the Comptroller and Auditor-tieneralship (Mr. Gauntlatt who
now holds the post is at presen. substantive pro fem. only) and shall at the
samo time communicato His Kxcellenoy the Vicoroy’s viewsas to the rolative
precedence to be assigued to him.

B e Sp—

Oopy of a despaich from the Secrctory of State for India, No.82-Financial
dated the 31¢t July 1914. ’

‘ Thave considered in Council your letter in the FinanGe lDepartment,

Pay, status - and datios of the Comptroller No. 2.10' dated the 25th J“"‘? 1914"
and Auditor-Gevoral and tho Controller of regarding the pay, status, and duties to be
Currenoy. attached to the post of Comptroller and
Auditor-General and Controller of Ourrency.

2. On further consideration you have come to the conclusion that it will be
neoessary to assign to the Jatter appointment a larger share of tho duties hitherto
discharged by the Comptrollor-General and Head Commissioner of Ourrenoy
than was at firsi contemplatod, especially as regards budget work, and you
accordingly reve:nmend for the Oontrolf;r of Currenoy & higher salary and for
the Comptroller and Auditor-Gencral a somewhat lower one than you proposed
in your Finance despatch No.186 of the 11th July 1912, « '

8. I rocognise the force of the reasons given for theso modifications of
your original proposals, and sanction a salary of Rs. 4,600 a month, without
exchange compensation allowance, for the Comptroller and Auditor-General
and one of Rs. 3,000—135—3,600, without exchange compensation allow-
ance, for the Controller of Currency, tobe drawnby that officet whether he be
a momber of the Indian Civil Bervice or an officer of the Acoounts Department.

4. I may remark that in view of the many subjeots to be dealt with by the
latter officer besides Ourrengy, including matter so little akin to it as budget
work, the title of Controller of Currenoy seems hardly to express adequately
the scope of his duties. You may perhaps think it worthwhile to devise
& more comprehensive designation. _

5. In paragraph 11 of your letter you ask me to formulate some general
pronouncement as to the manner in which the Auditor-General’s funotions are
to be performed under the now conditions. The objeots to which you attach
importance are, as I understand, first, that discussion arising out of audit
objeotions in petty cases should be as far as practicable avoided, and in any
event not unduly prolonged ; secondly, that the work of the Auditor-General
and his department should not be confined to raising objections to expenditure
or financial procedure on the ground that they are not covered by, or at varisnce
with, the sanctions, or rules that should have been observed, but should also be
direoted, within suitable limits, to making suggestions tending towards
eoonomy in the expenditure of public money. Iam in sympathy with both
objeots. :

6. With a view to attaining the first, what is necessary appears to be the
grant under proper regulations of discretion to the Auditor-General and officers
under him to refrain from raising, or to withdraw, objeotions which might be
sustained to partioular items of expenditure on the ground of insufficient sanc-
tion or minor irregularity. I appreciate the value of the reduction that can in
this way be made in tho number of references on unimportant cases to myself,
the Government of India, or Local Governments; and, as you remind me,
I willingly agreed in two recent decisions to the graut of discretionary powers
intendag to have this effect in particular classes of cases. Ihave mno
doubt that it will be found from time to time that further reduotion
of petty references can be advaniageously effected by enlargement either
of the sanctioning powers of administrative authorities or of the disore-
tionary powurs of the Auditor-General and other Audit officers. I shall always
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be prepaved to give careful consideration to recommendstions made by you for-
action in this directicn ; and I regard it aswithin the functions of the Auditor-
Genoral to submit, for your consideration, suggestions, based on his experience,
that appear likely to bo of uee to you in formulating such recommendations.

7. Tho second ohjeot that you have in mind is connected with dutics
falling outside the scope of audit work in ils varrower serse. It has been autho-
ritatively recognised in this country ihat such duties should not boexcluded

eSeo * Esttoms of the Beurcls from  fho from the provinco of the Chief Officer of
Cqmmoittm»‘‘JoéJ n;?u\:‘.io Accou:‘t’:, o;c. " Ordored A“fht‘._ It has also' been reuogulsed. that .
Ly the Houss of Commons to bo printed 9¢h  their discharge requires very great disore-
Febraary 1011, pase 207 nd laport from the o gince there isa risk that, in bringing
Publis Expenditore, 1504, page 1. *® to light whatyou apgmpriately describe
, as “ defects and possibilities of improve-
ment whioh are beyond the scope of mechanical rules, ” an Audit Officer may
trench on the provinco of administrative authorities. With regard to India,
I have come to the conclusion thatl cannot with advantage say more at the
resent stage than that I regard the Chief Officer of Audit as at {ibcrty to go
eyond the sphere of audit work in its narrower sense when by doing so be
can call the attention of the Government of India or the Secretary of gtate to
tho possibility of economy or financial regularity in the disbursement of publio
money, and that I rely on him, when doing so, to exercise the judgment needed
to avoid the risk mentioned above. From your letter under reply, I anticipate
that the Government of India will not desire that his disoretion should be too
closely fettered : but, if in auy caso they hold that he has allowed himsolf too
wide a .scope, it will be open to them to represent their views to the Secretary
of Stato, for his comments and decision.

8. If, in your opinion, the above statement gives sufficient and suitable
guidanoe regarding the matter to which it relates, you are at liberty to com-
munioate it to the Auditor-General. Otherwise, you will doubtless consult
me further on the subject.
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APPENDIX B.

[Beferred to in answer to Question No. 8.]

Tesues sn Imgerich Gallons,

Reotified spirits, Denatured spirits.
1916-16, 1916-17. 1915-16, 1016-17.
Madras o e e . 97,874 1088 17,794 2,318
Lombay . . . . . 20,107 28,89 8,00% 9,401
T . 84,308 15,399 56,810 66,201
Borma . . . . 179 164 19 161
Bihar and Orlsen . " . . . (a) 25 (@ . 2,685
Usited Provinoes . . 8607| ¢ 454 10,858 14,868
Posjsb . . . 646 685 17,468 16,800
North-West Froatier Provinoe . " 168 126 2,071 2,318
Centnl ProvioosssSs™ . & 66 o8 814l 3,83
Asam , .o . (@) ] 1,89 1,880
Debi . . . . . . ) 38 7,688 6,847
Baluchisten . . . 20 2 880 1,134
Ajmer-Metwan . . . . 88 1% 7 as
Coorg o o o o+ . (@) (a) " 89
(a) Wigures not available,

§.G.P3., Delbi—Xo, 346 L D~ 3-+1918~750,





