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The House met at 2 p.M., MR. SPEAKER
[Tee Hon. Stk ArserT F. PEriEs, K.B.E.]
in the Chair.

FNFRDMICNEOD G
ol (G el

wsr Cosr U 1Awms 5 ups Qeuf
MESSAGE FROM THE GOVERNOR-GENERAL

DS NSNS

(FLTBTUST Sjeull 6T )

(Mr. Speaker)

P RPYSE catensy DdexTedd
cary 8 BeA® B QH OO

Y68 DuesC,
che®,
& Com»d,
1965 @' exdadd 14
- 5@ gemdw: 8. 21/1965
By ®wens,
1946 e Comn (GueBADY) Sthened 36

(2) OB DaTSw Fmb, Son EOD Fw
560 5O =mém Co 230 S enl®un’dEd
Pan &HEBs Danmeded § 2Pcwny @9
ge €m» anw?® gy D exnd® FIOwd WD
(‘;5}"3@ =

‘An Act to amend the Excise
Ordinance.’
‘An Act to amend the Tobacco Tax
Act’
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Bedend
“No. D. 1/52-53 (II).
Colombo,
16th October, 1965.
Sir,
In terms of Section 23 (2) of the

Ceylon (Constitution and Independence)
Orders in Council, 1946 and 1947, I have
the honour to inform you that the seats
of the following five elected Senators
have become vacant this day upon the
t%lciminatmn of their respective terms of
office :

Senator Narayana

Mudiyanselage
Appuhamy,

Senator Jayasekera Perakum Jaya-
sena,

Senator Tiramuni Peter de Zoysa.
Senator Somasunderam Nadesan, Q.C.
Senator Arthur Reginald Perera.

I have the honour to be,
Sir,
Your obedient servant,

B. Coswatte.
Clerk to the Senate.

The Clerk to the House of
Representatives, Colombo.”
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With regard to the letter from the
Clerk of the Senate, it is necessary
for this House to proceed to the
election of five Senators.

Nomination papers may be obtain-
ed from the Clerk of the House.
Members will bear in mind that a
normination paper has to be signed
by two Members as proposer and
seconder and must bear on its face
the written consent of the candidate
proposed. All nomination papers
must be handed in to the Clerk be-
fore 12 Noon on Wednesday, 20th
October 1965, and he will hand in
exchange a written acknowledgment.
If the nominations indicate that an
election is necessary, the elections

will be held on Thursday, 21st
October 1965, at 2 p.m.
II
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I have carefully considered the
matter relating to the incident which
took place in the precincts of the
House of Representatives on the
night of the 2lst September 1965,
after the adjournment of the House
and I am satisfied that a grave
breach of Privilege of the House has
been committed by Mrs. Vivienne
Goonewardene by her disorderly
conduct.

She has expressed her regret and
also apologized for her conduct. In
the circumstances, I have withdrawn
the Press Pass issued to her and I
have also ordered her not to enter
the precincts of the House for a
period of two months from the 8th
October 1965.
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It has been brought to my notice
that during the sitting of the House
on the 29th September 1965, two
persons, viz., one Mr. Ossie Corea
and one Mr. David Rupasinghe, mis-
behaved within the precincts of the
House. After inquiry I find that the
two persons concerned have been
guilty of disorderly conduct within
the precincts of the House thereby
committing a grave breach of the
Privileges of this House.

The two persons were produced
before me in my Chambers and they
admitted that they had behaved in
an unruly manner and apologized to
me and through me to the House. In
the circumstances, I have ordered
that they do not enter the precincts
of the House for a period of two
months from the 12th October 1965.
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(Mr. Ratnasiri Wickramanayaka—
Horana)
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asked the Minister of Education and
Cultural Affairs: (a) Is he aware
that teachers who have been
interdicted are being paid half their
salaries ? (b) Is he also aware that
they are being paid half the Rent
Allowance ? (c) Are they entitled to
Holiday warrants ? (d) If not, why ?
(e) Is he aware that a monthly ins-
talment of Rs. 10 is recovered from
the salaries of those teachers who
have taken the Festival Advance ?
(f) Will he take steps to reduce this
monthly instalment to Rs. 5 in the
case of those teachers who have been
interdicted ? (g) Will he take steps
to grant leave, Holiday warrants and
other facilities they have lost as a
result of interdiction when they are
reinstated ?
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(The Hon. Gamani Jayasuriya—Acting

Minister of Education and Cultural
Affairs)

(a) Yes. In terms of A. R. 148 (II)
some are not paid any emoluments.
(b) Yes. (c) No. (d) Because they
are under interdiction. (e) Yes. (f)
No. (g) No. From the date of rein-
statement officers will be entitled to
all facilities pertaining to the office.
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asked the Minister of Finance: (a)
Will he state as to why 2 per cent.
is being deducted as contribution to
pension from the salaries of teachers
if they are Government servants?
(b) Will he allow them to take lapsed
leave as in the case of Government
servants ? (c) Will he take steps to
grant them three months leave with
pay preparatory to retirement? (d)
If not, why ?

85y, S0ced® @ (8 ¢@Bew
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(Mr. N. Wimalasena—Parliamentary
Secretary to the Minister of Finance)

{(a) Two per cent. of the basic
salary of a teacher is being deducted
as contribution to their pension
because the School Teachers’ Pen-
sion Fund is a contributory scheme
established under Rule 5 of the Regu-
lations to the School Teachers’ Pen-
sion Act (Cap. 432). (b) No. (c) No.
(d) Lapsed leave and leave prepara-
tory to retirement are granted only
to public officers who are entitled to
vacation leave under F. R. 1360.
Teachers are not entitled to vacation
leave under this F. R., but are
eligible for leave during the usual
vacations of their school or college
in terms of F. R. 1367.
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(Mr, K. Thurairatnam—Point Pedro)
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Will the hon. Parliamentary
Secretary consider bringing the
Teachers’ Pension Minute in line

with that of the other Government
employees ?

gecew » B,
(8. HuwaCzar)
(Mr. Wimalasena)

That is under consideration.
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asked the Minister of Labour,

Employment and Housing : (a) Is he
aware that the Commissioner of
Labour by his letter bearing reference
No. T/C/1864 of 21.5.64, has indicated
that a sum of Rs. 212.80 cts. due to
Mr. M. H. Perera and two other em-
ployees from the Vidiyagoda Multi-
purpose Co-operative Society Ltd.,,
had been deposited at the Labour
Office, Kalutara ? (b) Is he aware
that this money has not been paid
to them so far ? (¢) When will this
be paid to them ? (d) Has action
been taken against this Society as
stated in paragraph 2 of this letter ?
(e) If not, why ?

ad 98, 99, o0 (DOIWG, dB
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(The Hon. M. H. Mohamed—Minister
of Labour, Employment and Housing)

(¢) Yes. (b) The amount was
paid on 9.9.65. (c) Does not arise
in view of (b). (d) No. (e) The
department has not been able to get
sufficient witnesses to prosecute the
society.

(QserTar erib. eré.
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(Mr. Speaker)
Question No. 4.
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(The Hon. J. R. Jayewardene—Minister
of State and Parliamentary Secretary to
the Prime Minister and Minister of
Defence and External Affairs)

We want time to answer that
Question.

g e @ EHHE QESuwy BHEPD Hewe
2ém cE.

Question ordered to stand down.
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“ LEAF CURL ” DISEASE IN CHILLIES : JAFFNA
DISTRICT
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(Mr. Thurairatnam)
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asked the Minister of Agriculture and
Food : (a) Is he aware that a deadly
virus called leaf curl which is a great
impediment to the expansion and
improvement of the cultivation of
chillies is most virulent in the Jaffna
district due to the presence of other
solanaceous crops ? (b) Is he aware
that the Research Station at Jaffna
does not have a Pathologist and an
Entomologist ? (¢) Will he make
these appointments as early as
possible ? (d) Will he get experts to
advise the Government on the leaf
curl disease and also send officers to
study how they could combat the leaf
curl disease in countries like India,
Japan, Israel, ete.,, immediately ?

8. 8 oRG» Qw. (BB
Gend GOBow WS m eEmd)

(D. §. €. @Qubyewrer—dflesru, D_anT 5)f
Y ssiflar UTTrenwerps sriflwsne)

(Mr. P. C. Imbulana—Parliamentary

Secretary to the Minister of Agriculture
and Food)
(b) Yes.

(a) Yes. (¢) The posts
of Entomologist, Plant Pathclogist
(diseases of chilli), and Agronomist
have been advertised and these posts
will be filled shortly. However, it is
not intended to station these officers
at Jaffna. They will be stationed at
Maha-Illuppalama where most of the
research work in this field will be
done. The research workoat Jaffns
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will continue to be directed from
Maha-Illuppalama. (b) The Govern-
ment has obtained the advice of
Dr. Newton from Canada, Dr. Ishi-
kura from Japan and Dr. Carter
from Hawaii on various occasions.
However, the progress made in this
direction has not been very substan-
tial. The scientists of the Depart-
ment of Agriculture are in constant
touch with the work of scientists in
other countries grappling with the
same problem.

NSRS O e,
(B senrrgertd)
(Mr. Thurairatnam)

Will it not be possible to send an
officer from the Department of
Agriculture to study this disease
under field conditions ?

ORI .
(P@. @uiyerer)
(Mzr. Imbulana)

That question will be given due
consideration.

DNEOREBY M V.
(8ap. senrrgerid)
(Mr. Thurairatnam)

Because of the presence of this
deadly virus, it is necessary to station
an officer in the field itself.

ORI Do,
(8. @ubLjerer)
(Mr. Imbulana)

That question
considered.
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(Mr. Maithripala Senanayeke—Meda-
wachchiya)
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asked the Minister of Public Works,
Posts and Telecommunications: (a)
Is he aware that funds were allocated
for and work was to have started on
the bridge across Mukunu Oya on the
Indigollewa-Yakalla Road ? (D)
What is the delay in starting the
work ? (¢) Will action be taken to
start work this financial year ?

afy & 8. cdcewed (@ aAc®
dmwg oD @Of—dded AR,
mesiC @ 8¢8 weodm @B e2pQ)

(Qsarrar 2. 19. Qaelssr—CsAw wa
Comal, URM YOIDFFT—YTFTEES s @
Cauln, sLred, sH@0 Curd@er s I wE
Fi i)

(The Hon. D. B. Welagedera—Acting
Minister of Nationalized Services—on

behalf of the Minister of Public Works,
Posts and Telecommunications)
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asked the Minister of Land, Irrigation
and Power: (a) Is he aware thal
Angunachchiya Tank in Tulana 13
has been on the priority list for full
investigation for quite some time?
(b) What is the present position
regarding this tank ? (c) When will
the restoration of this tank be
undertaken ?

aé& 8. 8. ¢ BCD (02, D18l om
5¢CaC OB o wNBZNGWD)

(Qaorrey &. 9. 1 Aovour—arentl, S
Lrsear, tAavedlens oenpFFhd FoLl IpS®
a/(7Lb )

(The Hon, C. P. de Silva—Minister of

Land, Irrigation and Power and Leader
of the House)

() @8. (qu) aCE® oo cwidrsnSs]
@D w8 av. (@) &0 2D gBesed
wéene H8® Bgo 8ed dived §
2057 @5 5D Go.

mE sy G DmT R owldsn e
eoreuer ers elengfiys S
HALPANELA EXTENSION SCHEME

8. co@BeE ot NZNGW D

(B eows@flure Crarpruss)
(Mr. Maithripala Senanayeke)

9D®, 8B:Bw  BSeEAC NOB
oy @l ge me! (@) 1965/66


http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

16956

28w BEnh
@IS HOew JB GiCH WMEB®
RSO O®xy 88BxY 1964 ;T mERE
N3 E cs88usy MCO® v  geDWTI
OBEC exndsTD 6e® Ge 6EelsY gD
QONEBD Y& gemwed WE®g ?
(q) Deed O, 1965/66 guwiw G
2605 &8eE@ 10 ssn &8Ben
¢ HEcOBY P deed HE®D ge
o DésYery ewmeefe?

sreefl, priuraer, Hersss yewFsards
P’ efley : () 1965/66 opb Bl Heam_ g
Bo ewourGer oo ovgfliys Hie.
Coadwenw rvQliQser 1964, QeliQribu
flev QuifllAwer@er el guib opeopuws & rminm
sofl eyaperer dlasriserss yai gollss
awrsGofow flopCappasp@ el e g
CoRa@armprr ? () yeiaurmpuder, 1965[68
Qe areQraeys S gho esur 10 wrg
e apur@ @fﬂffﬁ@f_}u‘gs&@wé ,g{‘a;?aar
e eraiary HepCopmaspea esCs
Aa@ermpi ?

asked the Minister of Land, Irrigation
and Power : (a) Does he propose to
keep his promise to the cultivators
of Perimiyankulama and the other
villages made in September 1964, to
start work on the Halpan Ela exten-
sion scheme during the 1965-66
financial year ? (b) If so, how does he

propose to do so, by providing only
Rs. 10 in 1965-66 Budget ?

o 8. 8. ¢ 8
(Qazerrey &. (5. 9. FAeveur )
(The Hon. C. P. de Silva)
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(Bm. owgsiure Crarpriss)

(Mr. Maithripala Senanayeke)
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(The Hon. C. P. de Silva)
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EASTERN PAPER MILLS CORPORATION : DUTIES
ASSIGNED TO MR. SINGHAM
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(Dr. A. Ratnapala—Appointed Member)
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asked the Minister of Industries and
Fisheries: (a) Is he aware that Mr.
Singham, an Executive Officer of the
Eastern Paper Mills Corporation,
who is qualified in Paper Technology
and who had obtained training
abroad on a Government scholarship
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is not performing any responsible
executive functions other than open-
ing mails and forwarding them to the
respective departments ? (b) What is
his monthly salary ? (c) What is the
date of his appointment? (d) Has
this officer requested on sereval
occasions more responsible work to
be allotted to him in the Corpora-
tion ?
ad 8. 8. @ld. 9RVIAD (ST
- PER L))
(Qzarrel 1o 7. . @saaramf‘@m——sms‘a}
Qarifie, s pQmfe yewssi)
(The Hon. D. P. R. Gunawardena—
Minister of Industries and Fisheries)
(@) Mr. R. P. Singham was func-
tioning as Paper Technologist from
1.10.1955 to 1.2.1959, and Assistant
Works Manager from 1.2.1959 to
1.12.1960. Under the Reorganisation
Scheme he was assigned work in the
Colombo Office as Executive Officer
with effect from 1.12.1960. I am in-
formed that Mr. Singham is still
holding the post of Executive Officer,
and performing the normal duties
attached to this post. (b) Mr. Sin-
gham’s salary is Rs. 1,150 per mensem
(basic) on the approved scale, viz :
Rs. 8,400—Rs. 13,200
10 ¢ 480
E. B.
Rs. 13,200—Rs. 18,000.
8 ¢ 600
(c) Appointed to the Eastern Paper
Mills Corporation on 1.10.1955. (d)
No. Mr. Singham has confirmed in
writing that he has never made such

a request.

DN NG

(FLT BTST el H6T)

(Mr. Speaker)

Question No. 10. The hon. Member
for Habaraduwa (Mr. Prins Gunase-
kera) is not here. This will be taken
up later.

@& ardah 296D EBIBNCED
(e w WOwD SEC G @)

(Qsorrer aoorflf 196 L. SEPTLES—
o orpr (B eeusmr Eglsmw.s'rm?)

(The Hon. Dr. w. Dahanayake—
Minister of Home Affairs)

I ask for permission to answer this
Question the day after tomorrow,
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1698

8 B8nd

WD BNGDHN

(Furprusr oeiser)

(Mr. Speaker)

Yes, this can be taken up the day
after tomorrow.

ga e 2 e 9fCuw REVY Bewo -
DE® CE.

Question ordered to stand down.
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MEDITHALE~-KEENAKELLE ROAD : BUS
SERVICE
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(Mr. K. Y. M. Wijeratne Banda—
Soranatota)
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961G pev, areir ?
asked the Minister of Nationalised
Services: (a) Is he aware that the
work on the Medithale-Keenakelle
road has been completed ? (b) Is he
aware that a bus service for the bene-
fit of the travellers on this road has
not yet been started ? (¢) Will he
take action to start a bus service on
this road ? (d) If so, when and if
not, why ?
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DISTRICT SERVICE SCHEME: MUTUAL

TRANSFERS OF GRADUATE TEACHERS
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(Mr. Hemachandra
Akurana)
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asked the Minister of Education and
Cultural Affairs: Will he state
whether he would approve mutual
transfers of two graduate teachers
holding the same degree, appointed
under the District Service Scheme
and serving in two different
Districts ?

oG EewSe

(Qseorrar QW@ )

(The Hon. Jayasuriya)
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MISS L. KARUNAWATHIE, TEACHER-TRAINER :
SALARY SCALE
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(Mr. M. P. de Zoysa Siriwardena—
Minuwangoda—on behalf of Mr. Laksh-
man Jayakody—Divulapitiya)
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asked the Minister of Education and
Cultural Affairs: (a) Is he aware
that Miss L. Karunawathie, an under
trainee at Maharagama Guru Vidya-
laya was paid on the scale for Pupil
Teachers during the period Septem-
ber, 1964 to January, 1965, and since
February, 1965, she is being paid a
basic salary of Rs. 64 per month ?
(b) Will he take action to pay her
arrears of salary for the period
September, 1964 to January, 19657
(c) If so, when and if not, why ?

@& Swide

(Oserae sui@iiv)

(The Hon. Jayasuriya)

(@) @0. OF. W&EEWDD 58w
1964 ccea®RE O 8O &QBwE 64w
8C» 2 Qew cady Cied. () @D
1064 2ef o8R8 @ 8O 1964 ez ®
?% 9 e D B 20Y cxnd@D Fw
wéx ced. (@) 1965 Q¥ enid8 @
ey 80 crdH AER.

1962 @& 8emE sele Smoed gHOC

T2 BHGD wewy eNLhen ¢E §e

1962 oy @ uflasdlednna 24,8l
samsnlasens@ NoBas siaues

ADMISSIONS TO GURU VIDYALAYAS FROM 1962
EXAMINATION

13. ¢ emBa HSDERD V. (Bw
Gznd Ow. e2MED)

(Blan. 19 Qemiievr feuii mar— S5, QL&
Qarg—Bojey Iy Friurs)

(Mr. de Zoysa Siriwardena—on behalf
of Mr. Jayakody)

FomeEn) &
#a®Recasy gy SFD®G! (&)
s Ce @bt 8e®G gfgeii

0ty B WOBD
1962
Sm®
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emibcom @B D O ¢B WG ?
(@) @B8 guwd v¥d® §80 »Es
BRem C50O gl HTW CHNCIAR
cn@sy ©Own GBTben nEedE
eemebry g § ©8E amO Beas ¥k
20 ©¥8® eecmhg v dw Oy

@ s D6 ? (@) S WY,
& 98¢ ?
sNeH, sarFerr Hesrr YabEFsFers

Calr dl@: () 1962 Q& pLTSHILI L
@A sarsrd QrCasd uf esudp
fgBue_pgs 3,500 ufl_erigSaallev 500
Cuir wrgGrn Llp& Qupesp@ s Qaifley
Qe L erQrearuems ol o pleursr ?
(2p) GTEHRWeT @& @, [BILILDGT EIEGT et
BOE@ QPTETL T FTEES S DEF & b St
Lk Bent_sarinp Qurerenwew parai .,
Qurais Carsp TOHEd arssus
wellss Qrarrn spHOLTESL 9T FTESth
i GEnEE BuUeThiser jeflé@wr e
Lgiups gai spacsr? (@) HOwefe
erli@uirapgs ?

asked the Minister of Education and
Cultural Affairs: (a) Is he aware
that out of the 3,500 candidates who
had been successful at the Guru
Vidyalaya Entrance Examination
held in 1962, 500 have been selected
for training ? (b) In view of the fact
that the former Government did not
get the opportunity of giving appoint-
ments to the rest, will he state
whether the present Government
would give them appointments as
promised during the General
Elections ? (e¢) If so, when ?

oG Sweade
(Qsorreu QU@;H:U)

(The Hon. Jayasuriya)

(a) Guru Vidyalaya Examinations
are not qualifying examinations.
They are competitive examinations
and those with the best performance
are selected each year according to
the number of vacancies available in
the Guru Vidyalaya. Hence, to state
that 3.500 candidates were successful
. 2.Guru Vidyalaya Examination is

noolaham.org | aavanaham.org


http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

1603

) e AGew dwd®

incorrect. (b) In view of reply to
(a), this does not arise. (¢) Does not
arise.

08 Peeed L&D
FEOLI IIOT QY

SITTING OF THE HOUSE

V1 B CwWidENd mwm u00m» B
Seirs s SGru3smr erh msGananeniu & :

Resolved :

“ge 8m 8BS we®E B e Acw 1965
DT 65¥DE @ 20 AB D . o 2 D ey
B¢ 28a g8 "—[obs 8 8 ¢ B8& )

D BNGDD
(eurprusi oyeurser)
(Mr. Speaker)

Motion No. 2, to stand down.
hon. Member is not here.

The

oxY. 8. O 5N . (§56INBE)

(8. Cs. 9. riE)ss—oeyrrsLrib)
(Mr. K. B. Ratnayake—Anuradhapura)

Can I move ?

D BNEDDS)
(FurTpTUsST geurser)

(Mr. Speaker)

The hon. Member cannot move.

ad 8. 8 ¢ B
(Qaorres &. (F. 9 Soar)

(The Hon. C. P. de Silva)
Can I say a word on this ?

DS NGNS
(Furprusi ojeirser)
(Mr. Speaker)

No. I am sorry.

Motions No. 2 and 3 will also stand
down.

Digitized by Noolaham Foundation.
noolaham.org | aavanaham.org

1965 T exdad 19

INLAND REVENUE (AMENDMENT) BILL

1604

od B Gugwd® (woexrldm) Lm) emOPBD
—@cdmDS Bwd®

elGs MEE® (Boer@iws))
o eJDED
sorprii@ @ewpeud (Bmss) wlsrsr

0D 96 Huwded Beowow DwdD cs.
@uemLmid BUpsnet Gl % QITAGEILILLA.
Order for Second Reading read.

g, oo, 2.18

ad @ 8. 9 Brwew (8¢C §1OB)

(Qserras . 19 cuarel) Bt &—5 B
YOLDE &FIT )

(The Hon, U. B. Wanninayake—
Minister of Finance)

I move,

“ That the Bill be now read a Second
time.”

This Bill seeks to give effect to the
tax proposals announced in the
recent Budget. The Bill also incor-
porates certain other amendments
which are considered necessary.

The Inland Revenue Act, No. 4 of
1963, which is a consolidation of
previous tax legislation, has been
operative from the year of assess-
ment 1963-1964. It has now become
necessary to introduce certain
amendments to this Act so as to
clarify certain doubtful matters and
to remove certain defects in the law.

Certain amendments which are
considered both urgent and essential
for efficient administration of the
taxes have been included. Certain
other amendments  which are
intended to give a measure of relief
to taxpayers have also been included.

Before I explain the main provi-
sions of the Bill, I wish to remindl
hon. Members that the tax proposals
announced in the Budget speech are
to be effective from the current year
of assessment. The Department of
inland Revenue will not be in a posi-|
tion to make any assessments until
this Bill is passed by Parliament. The
passing of this Bill is thereforel
extremely urgent. '
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The amendments fall into two
categories. The first category will
be the Budget proposals which can
be summarized as follows :

(1) New Income Tax Rates:

Legal effect is being given to the
new income tax rates which rise pro-
gressively from 10 per cent. to 45
per cent. The surtax rates have
been incorporated in the income tax
rate schedule beyond the 45 per cent.
slab so that the rate progresses from
45 per cent. to 65 per cent. and there-
after, to 80 per cent.

The first two slabs of 10 per cent.
and 15 per cent. are both wvariable
slabs. These initial slabs will be
Rs. 3,000 each for single individuals
and will be increased by Rs. 1,000 for
the wife and Rs. 500 for each child
or dependant up to a maximum of
four. This, combined with the tax-
free allowances, provides substantial
relief for family responsibility on a
more equitable basis as between
higher and lower income groups than
was available under the original
allowances available up to 1958.

In the case of individuals whose
taxable income does not exceed
Rs. 2,000, the first Rs. 1,000 of taxable
income is taxed at 5 per cent. and the
balance at 10 per cent.

(2) Savings Relief :

Provision has been made for the
grant of savings relief to individuals
who invest their monies in approved
savings in any of the specified forms.

The imposition of the surtax on
higher incomes and the scheme of
savings relief has been introduced for
the purpose of restraining personal
expenditure. This scheme is an
alternative to the expenditure tax.

(3) New Wealth Tax Rates:

Legal effect is being given to the
new rates of wealth tax which rise
progressively from half per cent. to
2 per cent.

Beuldm @575 K DGw
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In the case of non-resident com-
panies having immovable property in
Ceylon the rate is being reduced
from 10 per cent. to 5 per cent.

(4) Companies :

The rate of income tax applicable
to companies is being reduced from
57 per cent. to 50 per cent.

(5) Capital Gains :

The maximum rate of tax on
capital gains is being reduced to 25
per cent. to correspond with a similar
reduction in the higher marginal rate
of income tax.

(6) Special Incentives :

(a) Agriculture: Provision has
been made for the deduction of all
capital expenditure incurred in the
opening up of land in respect of agri-
culture and animal husbandry.

(b) Promotion of Exports: Provi-
sion has been made for the grant of
a rebate from the income tax payable
of an amount equal to 5 per cent. of
the f.o.b. value of goods exported,
provided that such exports have re-
sulted in a minimum net earning in
foreign exchange of 25 per cent. of
the f.o.b. value of the commodity.

(7) Amnesty :

Provision has been made for the
grant of an amnesty similar to the
amnesty which was in force in 1964,
and to reintroduce the provisions of
Act No. 13 of 1964, for a period of
two months. The main purpose of
this amnesty is to enable the tax-
payers to clear their arrears of taxes
and make their position acceptable
to the administration and thereby
eliminate the work of further inquiry
and revision of previous assessments.

We now come to the second part

Where the other amendments come
in.

The following are some of the
other major amendments which have
been incorporated in the Bill :

(1) Exemption of prizes won at
sweeps and lotteries :

Digitized by Noolaham Foundation.
noolaham.org | aavanaham.org
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Provision has been made to
exempt prizes won at sweeps and
lotteries after certain specified dates
consequent on the increase in the,
lotteries tax as from such specified
dates.

(2) Travelling Expenses :

Certain new rules to govern the
treatment of travelling expenses have
been provided.

The existing scheme relating to
travelling expenses has been found
to be extremely complicated, leading
to an excessive amount of work on
the part of the assessors and the
taxpayers in computing the allow-
able expenses. According to this
procedure, travelling expenses have
to be calculated in accordance with
the rates prescribed in the Finance
Regulations. These rates vary accord-
ing to such factors as the weight of
the car and the salary of the official
concerned.

The proposed procedure is a very
much simpler one.

(3) Non-aggregation of incomes of
children :

This is a relief measure. The
income of a child from a profession
or from regular employment will
not be aggregated with that of the
parents but will be assessed
separately on the child.

(4) Appeals:

The requirement that every appeal
has to be accompanied by an uncan-
celled stamp to the value of Rs. 10
is being removed.

Experience has shown that this
procedure involves a substantial
amount of administrative work in
ensuring the safe custody of stamps,

recording the receipt of the stamps,

and making any refund at a subse-
quent date. As against this, any ad-
vantage arising from this scheme is
negligible.

1965 ReF s 19
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(5) Payment of Tax :

In order to prevent any hardship
being caused to taxpayers, provision
has been made to enable taxpayers
to pay their income tax, wealth tax
and gifts tax, in four instalments.

Provision has also been made to
waive the automatic 5 per cent.
penalty under certain circumstances.

(6) Vesting of properties :

Considerable difficulty has been
experienced in the collection of
taxes. There is a very large amount
of arrears of tax in default which
has still to be collected in particular
cases where all forms of legal post-
ponements have been resorted to.

The existing legal provisions
relating to the recovery of taxes have
proved ineffective in a large number
of cases. The application of the re-
covery provisions has led to a certain
amount of delay on account of the
various objections taken by the
parties affected. Some of the sales
that have taken place and seizures
made by the fiscal have realized pro-
ceeds which were far below the
values of the properties.

Provision has, therefore, been
made empowering the District Court
upon a certificate being issued by
the Commissioner to vest in the
Crown the immovable property of a
person who defaults payment of
taxes.

(7) Seizure of articles:

With a view to checking evasion
and speeding up the collection of
taxes, provision has been made to
enable the Commissioner to retain
articles seized and to set off any cash
which may be seized against taxes
payable.

(8) Dependent Relatives :

“ Dependent relative” is being re-
defined to include a brother and
sister. This is intended as a relief
measure.
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(9) Withdrawal of exemption
granted to certain Government

institutions :

Provision has been made to

withdraw the tax exemption granted.

to:

The C.W.E. ;

Air Ceylon Limited ;

River Valleys Development Board ;
Insurance Corporation of Ceylon ;
Ceylon Petroleum Corporation ; and
People’s Bank.

I move the Second Reading of the
Bill.

g’ D BB Ddm» L
algn €0SSwpuiQuibms:.
Question proposed.

g on. 2.28

DBsnd cnBwm S (cen epe®)
(. Quie. Qerdiewr—Rsreprs
Dsp@ IYBSS s )
(Mr. Bernard Soysa—Colombo South)
The amendment to the Inland
Revenue Bill which has been
presented by the Hon. Minister of
Finance is in itself a formidable do-
cument. The Inland Revenue Act,
No. 4 of 1963, which it seeks to amend,
has 174 pages. The Inland Revenue
(Amendment) Bill, which we are
now discussing, has 94 pages. On
statistics in regard to printed
material alone the amending Bill,
without consolidating the principal
“enactment, is in itself a formidable
document. I must complain. Ido not
think it is the fault of the department.
Perhaps it is not the fault of the Hon.
Minister of Finance either. But the
manner in which this document has
been printed is not merely unattrac-
tive, it is extremely difficult to read.
In fact there are a large number of
mistakes in this in a number of
places. The type itself is not very
clear. That has certainly not made
it easy for hon. Members of this
House to address their minds properly
to the proposals contained in it.

My 'own experience of going
through this amending Bill began in
a very unhappy wav. I read Clause

BDewlEm VY8 Ve DCw
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page 1. I find that it proposes to
amend Section 3 of the Inland Reve-
nue Act. This is how it reads:

“92 (1) Section 3 of the Inland
Revenue Act, No. 4 of 1963, hereafter in
this Act referred to as the “ principal
Act”, is hereby amended as follows:—

(A) in sub-section (1) of that section—

(i) in paragraph (h) of that sub-
section, by the substitution, for
sub-paragraph (ii) of that
paragraph, of the following new
sub-paragraph : —

Now, when you have got through
all these paragraphs, sub-sections,
sub-paragraphs and new paragraphs,
you come to the actual proposed
amendment. The amendment is this,
and this is what it is supposed to
substitute:

“ (ii) the surrender or relinquishment
of any right in any property
(other than the surrender of a
life insurance policy and the
surrender, transfer or extinction
of a life interest),”, and—

I looked at the principal Act to
find out what is being substituted
and I found Section 3 which reads
as f?glows: The relevant sub-section
is (h) :

“the surrender or relimguishment of
any right in any property other than the
surrender of a life insurance policy and
the surrender, transfer or extinction of
a life interest,

It is proposed to remove that sub-
section and substitute:

“ (ii) the surrender or relinquishment
of any right in any property
(other than the surrender of a
life insurance policy and the
surrender, transfer or extinction
of a life interest),”,

I scrutinized it very carefully to
find what there is that is new, and 1
found that from the word “ other”
to the word “ interest ” all the words
are enclosed in brackets. The great
amendment is that they shall be en-
closed in brackets. I am not a legal
expert. I am not even a tax expert.
I am going on the plain meaning of
the words. In so far as the gramma-
tical construction of the sentence
goes, the addition of the brackets

2 of the present Bill appearing.omn.makesiabsolutely no difference to the
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meaning. I do not know whether in
those rarefied regions in which legal
minutiae get discussed in Hulftsdorp
the brackets have some special legal
connotation which escapes me. 1 do
not know whether it escapes the Hon.
Minister of Finance. I was only won-
dering whether it was necessary to
amend the Act by saying one section
shall be replaced by another section
merely for the purpose of seeing that
certain words are enclosed within
brackets.

We have been told of the import-
ance of commas, the importance of
placing a comma in a sentence,
and the importance of various other
forms of punctuation and the like;
grammatically they may give an en-
tirely different meaning, and, there-
fore, since grammatically you get
entirely a different sense on the basis
of the shifting of a comma and some
other kind of stop one has to be care-
ful as to how one punctuates a
sentence, particularly, in law. But in
this case the addition of brackets does
not change the sense in any way, nor
is the sentence altered in any way.
This is the first time I have found it
becoming necessary where no percep-
tible change in the meaning could be
discovered, for an amendment to be
made merely for the purpose of
introducing a pair of brackets

Now, Sir, I am quite sure that
the department and its legal
advisers must have found this
bracket very important. When one
talks of brackets in the Inland
Revenue Act we think of those high
income groups, those various persons
who come into that group—this, no
doubt, is very important for them.
These are the sections that are going
to get the major relief, relief in a
big way, under the proposals put
forward by the Hon. Minister of
Finance.

When you go on reading, Sir, the
next important amendment that is
proposed is in regard to travelling
allowances. Before I go to deal with
the amendment in relation to the
travelling allowance it is necessary
to discuss the amendment that is
proposed, quite correctly, to grant
tax exemptions in respect of money
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won at lotteries. The proposal was
first mooted, I think, in the Finance
Act, No. 12 of 1963, which was
presented by the Hon. Mr. T.. B
Ilangaratne, and an amendment of
mine to this was supported on the
Floor of this House by the hon.
Member for Nikaweratiya, who was
his hon. Parliamentary Secretary.
That Finance Act provided for
exemptions on certain lotteries In
regard to the tax. The Hon. Parlia-
mentary Secretary accepted in
amendment of mine extending the
scope of the exemptions and, quite
correctly, it has been decided now
that lotteries are to be exempted,
but I have not found the reason for
the fixing of this particular date.
Sir, the amendment proposed is as
follows :

“9 (ii) in paragraph (i) of that sub-
section, by the substitution, for
the words ‘lottery; and’, of the
following :—

‘lottery, other than the value
of a prize won on or after May
2, 1963, at any hospitals lottery
conducted by the Hospitals
Lotteries Board wunder the
Hospitals Lotteries Act, or of a
prize won on or after August 16,
1963, at any Industrial Exhibition
Sweep conducted by the Gov-
ernment or of a prize won on or
after October 1, 1963, at any
otl'cller sweep or lottery; and’;
and ”.

Now, why these particular dates,
May 2, 1963, and August 16, 1963? If
the Hon. Minister gave us an
explanation of his proposals in
regard to mysterious matters like
this it would have been appreciated.
He could have said what he would
have to say in defence why these
dates have been introduced, but as it
is, it is not at all clear. I am prepared
to give way to the Hon. Minister if
he will explain even now.

ad o, @d. SwuddEAm
(Quenrres Cgp. Hyr. spweur sewr)
(The Hon. J. R. Jayewardene)
At the Committee stage.

D851 0B D,
(Bm. Quien Qeriievr)
(Mr. Bernard Soysa)

; Surely, these are matters, when
introducing the Second Reading of a
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Bill, on which they should have
provided us with the necessary
information.

@& o8, Ml LwddRn

(Qzorrey Cgg. Qi spuiaui ser)

(The Hon. J. R. Jayewardene)

Are you going clause by clause ?

DN BNGEDD S

(FLITBTUIST 9aurser )

(Mr. Speaker)

We can do that in Committee,
otherwise, there will be two Com-
mittees. I am sorry it is against the
Standing Orders to discuss a Bill
clause by clause at the Second
Reading. We can do that in Com-
mittee if you allow the Second
Reading to go on now. Of course, in
Committee we can deal with it clause
by clause.

AE5nd) venBen D,
(8. Quie’. Qerdsr)
(Mr. Bernard Soysa)
No, Sir.

ad od. ¢d. LwdBm
(Qserres Cop. pi. spuieui ser)
(The Hon. J. R. Jayewardene)

We can expedite matters by doing
that.

DE5Nnd cenBen S,

(8. Quiem Qerdisr)

(Mr. Bernard Soysa)

I am sure the Hon. Minister of
State is prepared to grant that ex-
pedition is not the only thing that is
of value in matters of this kind. In
any case, it is bad to have mysteri-
ous dates like these because people
become suspicious.

I am not an unduly suspicious
person. But when you introduce
dates like this, they appear to be
arbitrary. I will show why they are
arbitrary. If you say “those prizes
won within a certain tax year?”, it
would be understandable because it
is possible to define the year, as, say,
from the 1st of April of one year up
to the 31st of March of the following
year. So that, if there is a tax year
or something like that you will be

BHewidm V5FE @ed DE®
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exempting or ecxluding prizes of
such and such a period. You could
refer to the dates within a certain
tax period and say, in such and such
a period. When this is possible,
why have these arbitrary dates,
May 2, 1963, and August 16, 1963 ?

As 1 said, I am not an unduly
suspicious person. But I know that
these dates have been viewed with
grave suspicion by persons who have
not had the benefit of knowing what
exactly they mean. That is why I
would have been glad if the Hon.
Minister had provided us with the
necessary epxlanation.

The next important matter is in
regard to the travelling allowance.
In regard to the travelling allowance,
Sir, there was a proposal made, I
believe, last year to clarify the bene-
fit that was to be given to persons
travelling in the course of the per-
formance of their duties, and in
order that persons like that may not
be penalized for the use of a car or
the use of a vehicle of that kind in
the performance of their work.

As for me, I admit, and I know,
that there was a tax committee
appointed by the Minister, Mr. T. B.
Ilangaratne in his time, which went
into this question and made certain
recommendations. I am glad a
number of those recommendations
which the hon. Member for Yatiyan-
tota himself was later prepared to
adopt when he was Minister of
Finance, have been incorporated in
this amending Bill.

But if you look at page 3 of this
Bill, sub-paragraph (c), it is easy to
see that there is a certain amount of
bad drafting. Relief is to be given
if the amount of travelling * does
not exceed one hundred rupees for a
month.” Now, “one hundred rupees
for a month”, and “one hundred
rupees per month” are not the same
thing. The meaning of what is in
the Bill is that if a person gets his
travelling allowance lumped up at
the end of six months or, if he is
given Rs. 600 in any particular
month, then in respect of that month
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he has received more than one

hundred rupees. So that, though he
may be paid at the rate of one
hundred rupees per month for six
months, if he receives it in a lump
sum of Rs. 600 in one month, he ex-
ceeds the limit of relief by Rs. 500,
and he cannot get relief beyond the
Rs, 100. If he gets Rs. 1,200 as
travelling allowance from his em-
ployer just before 31st March in any
yvear, he will be called upon to pay
a tax in respect of Rs. 1,100. So that,
the necessary relief that is proposed
to be given here does not accrue to
that person because those words
“does not exceed one hundred
rupees for a month ” do not have the
same meaning as “at the rate of one
hundred rupees per month.” It is a
possibility that they want to avoid
abuse. A person may not, in fact
spend Rs. 100 on travelling every
month, but in order to give a bene-
fit hidden from the Inland Revenue
Department he may seek to give
Rs. 100 and say, “ Here is a benefit ”,
which would not be taxable if this
sub-paragraph had been worded to
say “a taxable allowance of Rs. 1,200
per year”. In such a case, I admit,
it would have been liable to abuse.
But you do not get over the difficulty
by putting it in this way, because the
relief that is meant to be given will
not accrue to that person.

I mention these examples, and
I shall mention several more exam-
ples as we go on, because I want to
make this contention about this Bill,
namely, that it bears all the hall-
marks of hasty legislation, not merely
in regard to drafting, not merely in
regard to printing and clerical errors,
but in regard to the implications of
some of these proposals, which have
not been properly examined. And 1
am prepared to state that, before we
finish this Bill, despite all the desire
for expedition on the part of the Hon.
Minister of State, we shall be
amending it in a very serious way if
it is to be implemented at all. That
is my first case against this Bill.

The second case I want to make
out against this Bill is that it is one
of the most naked and unashamed
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capitalist documents, de.signed for
the purpose of giving relief to com-
panies, both black and white, and
other rich people, foreigners as well
as local people, deriving their profits
out of this country. That is my des-
cription of this Bill. In their haste
to give this relief they give, In fome
instances, less than they have in-
tended, and, in other instances, more
than they have announced, whatever
their intention may be. I shall show
it.

Any piece of legislation which con-
templates relief in such a major way
must be objected to. I want to state
in advance that, so far as we in the
Opposition are concerned, it is our
intention to vote against this Bill.
We cannot condemn this Bill too
strongly.

The next important change is that
in regard to capital gains. Clause 3
of the new Bill proposes to amend
Section 4 of the principal Act for the
purpose of reducing the rate of tax
on capital gains. The rate is reduced,
as the Hon. Minister said and as an-
nounced in his Budget speech, from
45 per cent to 25 per cent. I did not
quite follow the reason he gave just
now. He said that this reduction to 25
per cent was for the purpose of
bringing it in line with the changed
tax rates on the higher income
brackets. That is what I understood
him to say. I am unable to see how
that is so. In any event, this redue-
tion of capital gains tax from 45 per
cent. to 25 per cent. is the gift given,
quite unashamedly, by this Govern-
ment to all the rich supporters of the
United National Party and, of course,
the others who are fairly wealthy but
who may just now remain outside
the fold of the United National Party.
It is in fact a gift given unashamedly,
nakedly, and openly to the rich peo-
ple of this country in the name,
strangely enough, of national deve-
lopment and perhaps also, according
to the resounding echoes of the
Kurunegala sessions, of socialism.
This is a naked and unashamedly
open gift to the capitalist class both
local and foreign in the name of
socialism and national development.
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I will come to the question of the
relationship of this kind of thing to
national development later on. But
I want to mention this. This
Government claims to be following
Nicholas Kaldor and it was Nicholas
Kaldor who introduced the capital
gains tax and fixed it at 45 per cent.
There was a reason for it. He fixed the
maximum taxable limit at 45 per
cent. The maximum rate of taxation
according to Kaldor was 45 per cent.
Therefore he calculated the capital
gains tax also at 45 per cent. He had
a company tax which was 45 per
cent ; he had a capital gains tax fixed
at 45 per cent. and he had a maximum
income tax of 45 per cent. He did
this for one very good and important
reason. Though I am not an unquali-
fied admirer of Nicholas Xaldor
myself, this was an excellent and
wise provision. It was designed to
prevent a person from seeking to
evade taxes by moving his income
from one category of taxes to another
in order to gain relief.

There are, in the history of tax
legislation and the cases arising out
of tax laws in other countries where
a capital gains tax was operated,
instances where the matter has gone
before the courts of law—and from
one court to another—when the
question has been disputed whether
a particular sum of money represent-
ed a capital gain and not an income
gain or an income gain and not a
capital gain. Because the income gain
attracted a different rate of tax from
capital gain and the tax on an income
gain was less, people would like their
money to be treated as an income
gain. Where the capital gains tax was
lower they would like to have their
money treated as a capital gain and
be liable to a lower rate of tax.
Therefore Kaldor quite wisely fixed
a uniform rate of 45 per cent. all
round. In doing this there was that
particular motivation and I say it
was very wise.

The Government of that day in
making amendments to the Kaldor
proposals complicated the whole
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thing by changing the rates of taxes.
The maximum rate of income tax
was 80 per cent—the upper limit was
raised to 80 per cent. Therefore
there was no relationship between a
capital gains tax of 45 per cent. and
an income tax of 80 per cent. The
company tax also was changed.
Kaldor’s intentions were therefore
negatived to that extent.

However, if you are going back to
Kaldor you have no business to be
reducing taxes because what Kaldor
complained about was that you have
a differential rate of taxation. In this
way you are seriously and strongly
tempting the taxpayer to pass on
something as a capital gain in order
to attract a lower rate of tax. Those
who go into the 80 per cent. brackets
of income tax or near it will be temp-
ted—it is often a temptation to those
who go beyond that—to pass on
something as a capital gain because
it will attract a lower rate of tax,

This is also combined with another
aspect. A capital gain which is taxed
at 25 per cent. treated as a saving
under some of the other provisions
of the Hon. Minister’s Bill will earn
further relief. That, of course, is a
matter that I will come to later on—
the whole question of the capital
gains tax being reduced from 45 per
cent. to 25 per cent. with the 20 per
cent. relief that is being given as
from 1st April, 1964. There too, thare
is another serious amendmeanf to
what the Hon. Minister himself said
in his speech. What he said just now
was that these proposals would apply
to the tax year 1965-66. But under
this particular clause the benefit con-
ferred in respect of capital gains is
to apply from 1964. Now that is an
important variation where we need
not have waited for the Committee
stage for the Hon. Minister to ex-
plain; he could have explained it
now. Why is this relief to be given
earlier in the case of capital gains ?
Some of these other proposals are to
be operative from 1965-66. Why are
you fixing a separate date in the case
of capital gains, and why is it that
you cannot give us an explanation in
advance ?
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As I said I am not an unduly sus-
picious person, but even a person like
me begins to suspect the reason for
the change. These are arbitrary dates
that have been fixed. That is one
aspect of the matter. I admit, I am
prepared to grant, I am aware of the
necessity for change in regard to capi-
tal gains tax within the tax structure
as it stands in this country today. For
instance, if the Hon. Minister has
made this the occasion to exempt
from capital gains tax the capital
gains alleged to arise from change of
ownership as a result of death, I
would have been prepared to agree.
Today, when a person dies, for the
purpose of paying death duties there
is a computation of value. In addi-
tion to that, the valuation is compared
with what it was or what it theoreti-
cally is supposed to have been at
1457, and the capital gains taxed
when in fact there has been no gain.
There has been a change of owner-
ship but there has been no sale which
has brought in a realizable gain into
the person’s hands. It has really been
a change of ownership as a result of
a tragic event, the death of a person.
I would rather—I stand for the princi-
ple of abolishing the whole capitalist
system lock, stock barrel, but that is
another matter—be prepared as long
as you have this system to concede
that ; I would have supported, wel-
comed an amendment where the capi-
tal gains tax arising in respect of a
person’s estate at death could have
been left out. But the amendment
proposed is not on that kind of matter
where relief would have been justi-
fiable, because in fact it is not like
a sale when a person actually gets
something into his hands.

I know that the Hon. Minister’s tax
advisers, with some of whom I have
had the pleasure of discussing some
of his Budget proposals after the
Second Reading of the Appropriation
Bill, told him that capital gains at
times are purely mythical because the
tax does not make allowance for in-
flation. A capital gain can arise as a
result of inflationary tendencies in
the country, when the price repre-
sents not merely an enhancement of
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values but in fact a price change due
to inflated currency. And that i1s one
of the things that motivated the Hon.
Minister in making this change.

If that argument is to be applied
logically, it applies to your other
taxed also. Why only to capital gains?
It applies to all the other taxes where
there is a progressive increase of
tax on the basis of the quantum
increasing, and the rate increases with
the increase in quantum. Wherever
you get such a system, then obviously
inflation can cause an injustice, and
if that is what you are trying to pro-
vide for, why are you singling out
capital gains alone for this treat-
ment ? How comes it that is the case ?
There is a certain illogicality in this.

If that is the trend of the Hon.
Minister’s argument—from the fact
that he is nodding agreement I
gather that is one line of argument
that induced him to bring this pro-
posal—if inflation is the cause, there
are other things in regard to which
inflation applies and relief must be
given, but I do not see the Hon. Minis-

ter attempting to give relief in that
way.

Why, Sir, his Government is in
urgent need of relief from that point
of view because taxes are paid in in-
flated currency and, therefore, it is
now getting less than it got before.
The Government is in need of relief.

As I said, there is a certain illogicality
in this whole business.

There is no doubt about it: the
reduction of the capital gains tax
from 45 per cent. to 25 per cent. is
an open and unashamed gift of the
United National Party Government
Finance Minister to its rich and
wealthy backers. That is quite plain
and clear. Let there not be the
slightest doubt about it.

The next important matter that we
discover in this Bill is a welcome
change. That is Clause 6 (1) (A)
(iv). In regard to the whole question
of the expenses mentioned there, the

amendment that is proposed is a very
welcome one, i
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The Hon. Minister says that the
principal object of this Bill is to put
into legal form his Budget proposals.
But in this Bill the Hon. Minister has
proposed something which he did not
announce in the Budget and that is
the introduction of the new concep-
tion of occupational income in respect
of a child. This is also something
which came from the tax committee
set up by Mr. Ilangaratne. This is one
of the recommendations that that
committee made in 1963, which was
to have been adopted subsequently. I
am glad that the Hon. Minister has
brought forward this proposal from
the point of view of certain cate-
gories of persons.

I know the case of an elderly
schoolmaster, a head teacher, whose
son before the age of 25 got a post in
the Ceylon University as a lecturer,
and the poor old man gets taxed on
the basis of adding up all his son’s
income. This kind of thing where the
child’s income is added up in various
forms to the income of the father—I
know there are a large number of
instances—is a palpable injustice, and
I am glad that something is being
done to correct it. But the form in
which you are doing it now is not
merely the correction of an injustice
but the grant of relief to those who
do not deserve it.

Take the definition of “occupa-
tional income” on page 59 of the
Bill :

“‘Occupational income’, in relation to
a child, means any income derived by
that child through his personal exertions
from any profession, vocation or employ-
ment carried on or exercised by him other
than—(a) any income derived by such
child from any profession exercised by
him in partnership with any person or
persons if such person or one of such
persons is a parent of such child,...."—

That is to prevent collusive action
between father and child.

- Then there is the question of
partnership. I quote:

“ (b) any income derived by such child
from any employment— (i) in a business
carried on by a parent or such child,..”
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That is, a partnership in which
they function together. Or,

“(iii) in a company in which more
than half of the total shares issued is
held by not more than five persons, their
wives or minor children either directly
or through nominees....”

Now, Sir, how many concerns
come within this definition ? Why !
this is one thing that will lead to the
greatest amount of abuse. A, B and
C get together. Their enterprise
comes within this definition. There-
fore, A does not give employment 10
his son in his own concern. A’s soa
is employed in B’s concern ; B’s son
is employed in C’s concern ; and C’s
son is employed in A’s concern. And
they escape the provisions of the
Hon. Minister. If the Hon. Minister
will remember that, when such
persons get exempted in the top
income bracket what is the relief
that is being given ? The child wio
i1s going to be taxed separately on the
basis of occupational income will be
entitled to all the reliefs proposed.
Earned income relief will be given
separately. It will be given to a
parent up to a maximum of Rs. 500.
Earned income relief will be given to
a child up to a maximum of Rs. 500.
All other reliefs that are proposed—
and they are in the principal enact-
ment and also proposed in this Bill—
will be enjoyed by them. Both parent
and child can get double sets of relief,
whereas if there has been a grossing
up of a child’s income with the
parent’s income, only the parent
would have been entitled to that
amount of relief. You are going to
give relief to each of these persons
in the top income brackets of this
country for a period of 6-7 years, frorn
the age of 18 to 25 when a child goes
outside this provision of having his
income added to that of his parent.
Persons in the top income brackets
are going to get major relief through
this measure.

I say that this is a distortion of
something which was welcomed by
us and demanded on behalf of the
poorer sections of the middleclass in
this country. It was a very welcome
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measure demanded on their behali.
This is a distortion which not merely
gives that benefit to those sections
but provides an escape clause to all
those who are in the top income
bracket in this country. You are
going to create a tremendous amouut
of abuse through the interpretations
of this clause.

I know that the Commissioner of
Inland Revenue has the means to set
aside any explanations given if he
thinks that something has been done
to defeat the tax measures. He has
the right to reject such explanations,
but there is a limit beyond which he
cannot exercise that power. There-
fore, I say this kind of thing requires
amendment.

First, this definition of * occupa-
tional income” of the concerns
mentioned in the last category I read
out—where the shares are owned by
not more than five persons, their
wives or minor children—should be
broadened to include other concerns
as well. In addition to that, it is
necessary to say that this relief will
be given to the parent only up to a
certain limit of his income. Those who
have such an income and below
are the persons to whom this relief is
due: not those in the high
income bracket. It is the poor
school master whose son gets a job ;
the government clerk whose son gets
a job ; the poor minor supervisor of
a government industrial establisih-

ment who pays income tax whose
son gets a job—it is that kind of
person—who should get relief and
who should not be taxed on the basis
of his son’s earnings. This relief was
not intended for those large estate
owners or company directors, who
can easily get their children employed
by some other company or a related
company, or start a company outside
the definition given here, and pay the
boy not just a salary that should be
paid to an ordinary employee, but
denude the institution or that estab-
lishment of all profit for purposes of
passing that profit on as occupational
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income to that child. There are SO
many rackets that can be worked
through this.

I am surprised that the Hon. Min-
ister did not see this. I am surprlse.d
that the Tax department that 1s
usually so careful in drafting these
things, anxious not to leave loopholes
for tax evasion, should have allowed
this kind of slipshod drafting to be
done. Once again, as I said before,
the benefit that is going to accrue, as
happens through the reduction of
capital gains tax, is to those in the
top income tax bracket.

The measure as originally con-
ceived is a good one. It was intended
to give some benefit to some persons
who needed it. It was the recom-
mendation of the Ilangaratne Tax
Committee. I have seen that report
but I do not have a copy of it with
me. It is a very worthwhile inten-
tion, but this was not what was in-
tended. Through this measure relief
is being given to those who are not
in need of any relief.

I want to come back to another
very important section, which I had
missed for a moment. In the light of
yesterday’s discussions in Standing
Committee “A”, it acquires the
greatest significance. Clause 4 of this
Bill says this:

“Section 5 of the principal Aect is
hereby amended, in sub-section (1) of
that section, as follows:—

(a) in paragraph (k) of that sub-
section, by the substitution—

(i) for the words ‘any such
body of persons’, of the
words ‘any such company,
partnership or other body
of persons’;”.

What does this mean ? If you look
at the principal enactment and see
what it refers to, hon. Members will
be shocked. This is in regard to the
exemption given. This is how para-
graph (k) reads:—

‘““the profits and income derived by
any such body of persons outside Ceylon
as may be approved by the Gevernment
of Ceylon from aid granted in money
goods, services or in any othe form b3;
that body to that Government ; ”.
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If there is a body of persons outside

Ceylon giving aid to the Government

of Ceylon in money, goods, services

or in any other form, and as a result
of that aid derives a profit, that profit
hitherto has been exempt from tax.

What is the Hon. Minister doing ? He

says not only a body of persons, but

if a partnership or if a company out-
side this country gives aid, such part-
nership or company shall be exempt
from tax. I can see what is coming.

This is the legal justification if the

Government enters into a partnership

with any one of the foreign oil com-

panies for the setting up of a refinery
in this country. That foreign com-
pany will be treated as an approved
body by this Government ; whatever
capital is invested by that company
in this country will be held to be

“aid ”, and the profits derived from

that capital will be exempt from

income tax. That is what is coming.

There was a member of the United
National Party in the Colombo Muni-
cipal Council with me in the old days,
a colleague of mine in the old days,
who is no longer in that Council.
When a matter of this kind came up
in that Council he had a lovely ex-
pression. He said, “ Here is the rope ;
we will presently see the cow.” This
is the rope ; the cow is at the other
end, coming, on the way.

Now, Sir, I have no intention of
attributing any motives to the Hon.
Minister of Finance. I am only stat-
ing that that is what this clause
enables. And is it too much for us
to believe that, after all the policy
announcements on the part of this
Government, this very innocent in-
clusion of “ partnership” and “ com-
pany ” is not as innocent as it is made

out to be ?

It says, “approved by Govern-
ment ”’, and the aid need not be used
by this Government. Imagine a
situation where a company in West
Germany or France or England or
the United States of America, enters
into a partnership with a local com-
pany and this Government defines
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that as aid given here and declares
that it is approved. That is all that
is required to exempt from income
tax the profits of that company de-
rived in this country out of the joint
exploitation that is conducted in this
country. That is all that is necessary.

I say that this is one of the most
deadly pieces of legislation we could
have got. A more naked and un-
ashamed gift to foreign capital could
not have been thought of. And for
what purpose ? This is the same old
song that has been sung year after
year, that the foreigners are coming
with money in a big way to develop
our country.

Why, Sir, even the Shell Company
with whom this Government has
signed agreements, with whom the
Hon. Minister of Finance has signed
agreements which he now seeks to
ratify—even the Shell Company is so
anxious to bring money into this
country for national development
that one of the Clauses stipulated in
another agreement that has been
signed is that they should be given
overdrafts by the banks in this
country! That is how money is
brought in. Over the years that they
operated in this country, these oil
companies functioned on the basis of
overdrafts. = They never brought
money here. They used our money
for their own development.

This is the old song, Sir, appealing
to the foreigner, “ Come and develop
our country; bring your capital
here.” There were other Finance
Ministers who thought that conces-
sions could be given to these people
which would induce them to come
here and dump money in a big way.
I only want to tell the Hon. Minister
of Finance to go back to the record
of their own Governments of nine
years ago—from 1947-1957. With all
the inducements proposed and given
at that time, and they were far more
than what is now given, who came
here with money to develop this
country ? Only one concern, namely,
Batas, came here for the manufacture
of shoes which we could very well
have manufactured ourselves in this
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country. And, as a result of the com-
petition, the one Ceylonese capitalist
concern which started manufacturing
shoes at the time had to go out of
business. That is how your Govern-
ment in 1947 gave protection to local
manufacturers. But Batas was the
only concern that came here then.

Are these foreigners so anxious to
bring capital here ? If they do, they
will give it to you on their own
terms ; they will give it in the most
wasteful way from our point of view.
They will give things that we do not
want. That is how capital will be
given. And you still entertain this
illusion, you still have this idea in
your mind that you are getting their
money to develop our country.

e € ©WDERD VW (WEd)
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(Mr. Leslie Goonewardene—Pana-
dura)

Ceylon is situated in the wrong
area to get aid. It is in the Indian
Ocean and not in the Pacific Ocean.

D8x%d canBun Do
(8. Quiey QErdovr)
(Mr. Bernard Soysa)

This amendment through Clause 4
of Section 5, which apparently is very
harmless, includes all partnerships
and companies in addition to the body
of persons outside the country who
are to be given tax exemptions. This
is not a harmless amendment. It is
a most deadly and dangerous one.

I trust you will bear with me. The
lack of a table or any support for
documents which hon. Members have
to use in the course of their speeches
makes it difficult to get at the
references easily.

In the same Clause there is an
amendment to paragraph (uw). Here
is one of those items that will have
tax exemption. Under Section 5 of
the principal enactment, there shall
be exempt from income tax—

“ (u) interest paid or credited to any
individual by the Ceylon Savings
Bank and the Ceylon Post Office
Savings Bank.” Digitized by Noola
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What is the amendment? The
Hon. Minister is amending that by
removing the words, “ to any indivi-
dual by” and saying ‘interest paid
or credited by the Ceylon Savings
Bank and the Ceylon Post Office
Savings Bank on sums not exceeding
fifteen thousand rupees lying to the
credit of any individual in”. There
are individuals who have savings In
the Post Office Savings Bank. There
are people who have saved Rs. 15,000.
They are not very rich people.
Rs. 15,000 for a middle-class man is
a big sum. Why are you making that
limit of Rs. 15,000 ? I am talking on
behalf of the middle layers of the
middle-class people. Why  this
Rs. 15,000? You did not have it
before. Why are you going to tax
the interest paid thereafter ?

5. cu@os Hwl.n Ow. (DGWD
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(Mr. D. Shelton Jayasinghe—Parlia-

mentary Secretary to the Minister of
Industries and Fisheries)

Development.

adsnd ot Sw.
(@ Quirey. Qerievr)
(Mr. Bernard Soysa)

Development by tax, by giving
relief to the persons in the top income
brackets and mulcting the poor
middle-class persons? This is a
funny kind of development that is
taking place. I think the hon. Par-
liamentary Secretary to the Minister
of Industries and Fisheries does not
really have the cynicism inherent in
the remark he made. I do not think
he is that much of a cynic.

That is so far as the amendment
to Section 5 goes.

Then we get this other amendment,
the amendment of Section 6 of the
principla Act—Clause 5 (1). In the
Inland Revenue Act it was proposed

hanteoginenelief to manufacturers in this

noolaham.org | aavanaham.org


http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

1629
e B @ewd (cewlim) o ewmydum
[@8:D B Sw.]

country in the form of incentives, and
the incentive was that if a person
manufactured certain goods or
commodities that would be of general
use, he would be given certain tax
exemptions.

Now, Sir, when the Inland
Revenue Act, No. 4 of 1963, was
referred to Standing Committee
“A ", the hon. Member for Yatiyan-
tota (Dr. N. M. Perera), said “ We
cannot give these exemptions just to
any manufacturer. We must first
make sure of the fact that the goods
are of a proper quality and the price
is a reasonable price.” That was the
stipulation made by him. On his
Motion, the clause was amended to
state as follows:

6. {1) This section shall apply—

(i1) to any industrial undertaking in
respect of which the Commis-

sioner is satisfied that the
following conditions are ful-
filled : —

(d) that the goods or commodi-
ties produced or manu-
factured by that under-
taking are certified by the
Director of Industries or
any other preseribed autho-
rity as being in his opinion
of satisfactory quality ;
and

(e) that the prices at which such
goods or commodities are
sold are certified by the
Director of Commerce or
any other prescribed
authority as being in his
opinion reasonable.”

,The Director of Industries had to
pronounce upon the quality of the
goods and the Director of Commerce
had to pronounce upon the price.

Since this Act was passed both
these directors have not been very
co-operative in this matter ; at least,
so I am told. I have nothing to say
against the individuals, but it would
appear that these certificates are just
not obtained. Now, what does the
hon. Minister do ? There was a
Bureau of Standards Bill which was
presented by the last Government
which lapsed. Now if that:Rill, had

Bewddry 9xYE Ve dEH
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been passed he would have had the
prescribed authority in regard to
quality.

In regard to price, there was
to be established—I know the hon.
Member for Yatiyantota, when he
was Minister of Finance, proposed
to establish—a proper price-fixing
authority in regard to this matter,
in which case he would have had the
proper authority. Now such an
authority is not provided for..

But here, the Director of Indus-
tries and the Director of Commerce
are removed by the Hon. Minister of
Finance by this amendment. This is
what the new section says:

“5. (1) (d) that the goods or com-
modities produced or manu-
factured by the undertaking are
certified to be of satisfactory
quality by an authority if and
when an authority is prescribed
for such purpose:; and

The Director of

Industries s
removed.

(e) that the prices at which such
goods or commodities are sold
are certified to be reasonable by
an authority if and when an
authority is prescribed for such
purpose ; ”

The Director of Commerce is also
not there. Now, where is that
authority ? It says, “If and when.”
Until this “if” and “when” are
satisfied, there will be no certificate
required, but there would be tax
exemption and without a certificate,
whatever the price at which goods
may be sold, and whatever the
quality of the goods may be. I
would have been prepared to accept
the hon. Parliamentary Secretary
for the Minister of Industries and
Fisheries if he had been named as
an authority in this matter in regard
to the quality. But here you do not
have one. All you say is, “if and
when such an authority is pres-
cribed ”.

CBE OBy Sty ®cs.
(8. Qogerpper opu@ian)
(Mr. Shelton Jayasinghe)

There would appear a Gazette
notification.
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A&sND cen@Ben Do,
(8. Quie Qerievr)
(Mr. Bernard Soysa)

Well, let us know what the Hon.
Minister’s intention is. These are the
things we would like some informa-
tion about. The Director of Com-
merce and the Director of Industries
are known individuals. Their posi-
tions are well known. So, what is
being proposed when you remove
them ? Whom are you going to
name by Gazette notification ? Whom
have you in mind ? Why cannot
you tell us this? This is the
information we require to discuss
this Bill and it has not been given.

e OsY Bwi.y .

(8. Qapopper gufiay)
(Mr. Shelton Jayasinghe)

It will be given at the end.

885%d e:3n Sw,
(8. Quiey . QFriewr)
(Mr. Bernard Soysa)

What is the use of giving this
information at the end when you are
replying to us ?

Clause 14 of this Bill seeks to
amend Section 23A of the principal
Act and brings into effect a new
schedule of rates of taxes.

The Hon. Minister himself stated
that the new schedule of rafes of
taxes was definitely intended to
grant relief to those who felt
aggrieved by the rates imposed by
Mr. Ilangaratne and in respect of the
wealth tax, enhanced by the hon.
Member for Yatiyantota (Dr. N. M.
Perera) when he was the Minister of
Finance. Now, the whole purpose of
imposing a wealth tax was to make
your tax levies equitable, because if
you tax income alone the person
may derive the same income from
two different quanta in respect of
wealth ; and in order that the tax
impact should be more equitable, the
concept of wealth tax was also
introduced.

196> A emiadd 19
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There is one particular aspect of
this matter that I want to bring to
the notice of the Hon. Minister. I
notice his hon. Colleague, the Minis-
ter of Labour, Employment and
Housing, is also here. What are the
concerns in this country where the
wealth tax was applied as a penalty ?
That was one of the motivations of
the wealth tax, to drive capital from
unproductive ventures into produc-
tive ventures. If you have wealth in
land that is unutilized, which is not
properly developed and yields very
low income, you still have to pay a
high rate of wealth tax although you
do not have a commensurate income,
whereas the same value, the same
amount of capital represented by that
undeveloped land, invested some-
where else would bring in bigger
returns and higher incomes. There-
fore, one of the intentions of the
wealth tax was to drive people from
unproductive ventures into more
productive ones ; that was one of the
things introduced in this country to
drive people from large capital
holdings in unproductive land into
productive ventures.

Now, Sir, the Hon. Minister is
going to give relief in respect of
wealth tax. I was amused because
of this reason: Where is the unpro-
ductive land ? Unproductive land is
in the large “feudal” holdings in
this country ; such “ feudal ” holdings
as still exist are the unproductive
lands in this country, the undevelop-
ed land attached to estates, large
tracts of land, Nindagam holdings.
These were things that were taxed
by the wealth tax and you are going
to give them relief.

It was only the other day that the
Hon. Minister of Labour said on a
public platform that the day of the
feudalist is over, but through this
Inland Revenue (Amendment) Bill
you are in fact seeking to give
further relief to these people who
have large holdings of unproductive
land, of feudal tenure. These are
the persons to whom relief is going
to be given by the reduction in the
wedlth “tax.
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The Hon. Minister of Finance has
very close kinship with these people,
but therefore I do not say he is moti-
vated by that. I am only stating
that he is well aware of the large
unproductive holdings in land which
could be assessed for wealth tax, and
which could attract a high rate of
wealth tax. He is aware of this.
They are paying this tax and they are
the people who are going to get re-
lief. The whole purpose of Kaldor
in introducing this tax was to goad,
to drive, people holding unproductive
land into productive ventures. That
was the main purpose. But you are
reducing the tax; you are going to
give them relief——

oé DuY BNy

(Qaorres auerefl priiss)
(The Hon. Wanninayake)
Not removing ?

BEND @B D,

(8. Qui@ Gerievr)

(Mr. Bernard Soysa)

You are giving relief, you are
reducing the wealth tax. Therefore,
if it did not suffice to function as a
goad all these years, when you
reduce it still further what is the
effect ?—I ask the Hon. Minister.

And I will give the reason why
despite the imposition of the wealth
tax the expected results did not
accrue. The reason was this. There
was a maximum limit in regard to
tax payable. A person said to him-
self, “ What is the use of their levy-
ing the wealth tax? Why, what
does it matter, for even when it is
added to my tax the tax will not ex-
ceed 80 per cent.” Therefore the
fact that the wealth tax was payable
did not necessarily function as an
incentive to drive people into
productive investment because there
was a limit. Now, the Hon. Minister
is proposing to give further relief to
those people. Why should they
change over to something else?
That is why I said the Hon. Minister
has been giving relief to all those
persons who were not in need of
relief.

Bewidm Y8 @& DEw
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We discussed all these various
rates of taxes in Part II of the
Schedule when we discussed the
Appropriation Act at its Second
Reading. What was the defence
made of these rates? The defence
made by the Hon. Minister of State
was that they were intended to be
higher than the rates imposed by
Mr. T. B. Ilangaratne, that they were
going further in the direction of
equalizing wealth in this counfry
through taxation, and that they
could not subscribe to the rates
given by the hon. Member for Yati-
yantota because those rates were
intended to carry out expropriation
through taxation. That was the
defence,

Now, Sir, it was my melancholy
task on that occasion to point out
that the Hon. Minister had only
shown part of the picture and that
in fact the rates proposed by him
were not in excess of the tax rates
of Mr. T. B. Ilangaratne but much
less because wealth tax had been
left out. If the new rates of wealth
tax had also been considered along
with the new rates of income tax, the
total result as I demonstrated on that
occasion would be less than what
Mr. T. B. Ilangaratne levied. And
this is what was described as a re-
turn from Mr. Ilangaratne +to
Kaldor, and from Mr. Felix R. Dias
Bandaranaike. You are proposing to
take less from these people than
what is already being charged under
the existing law.

We know that this Government
has a new conception of wealth tax.
Wealth tax is treated as an invest-
ment or is considered to be an in-
vestment. This is the first time that
we have heard of such a thing.
Payment of wealth tax is an invest-
ment and on the basis of it certain
other tax exemptions are to be
given. The Hon. Minister’s propo-
sals in so far as they are in line with
his philosophy are that the tax rates
from 1960 or from 1956 had been un-
duly high and that it is necessary
that some form of relief should be

Digitized by Noolahagimehdaidf that is the philosophy he is

noolaham.org | aavanaham.org


http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

1635
o¢ Bw Pawd (srexidn) vy emgdum

seeking to practise in this matter,
then L have to point out the other
side of it.

I had complained about tax pro-
posals in previous years when
previous Ministers of Finance had
brought those measures before this
House. My chief complaint—a com-
plaint endorsed by Members of the
United National Party in their
speeches—was that the distribution
of the impact of taxes was not
equitable throughout the wvarious
layers of society. The distribution of
the impact was unfair. That was my
complaint, These inland revenue
proposals are coming as tax measures
from a Government which com-
plained about excise duties, the sales
tax, the turnover tax, etc., but which
has not yet sought to amend any one
of them. You made those com-
plaints about them. You made
complaints about the turnover tax
and its impact on prices. Why have
you not sought to change it, now
that you are changing the rates of
inland revenue? Why are you not
providing some relief to the poor con-
sumer at the same time by amending
these other things? There is no inten-
tion of doing it. You are giving relief
to those who pay inland revenue in
the form of income tax relief. Con-
siderable relief is given to those in the
top income brackets. If I complain-
ed when taxes were imposed that the
distribution of the impact of those
taxes was unfair and inequitable, I
have to complain now that the dis-
tribution of the relief is equally un-
fair and inequitable today. The com-
plaint against the previous Govern-
ment was that the distribution of the
impact of the taxes was inequitable.
We can complain against you today
that the relief that you are proposing
is also not distributed to those who
are in urgent need of relief. “To
him that hath it shall be given; but
from him that hath not shall be taken
away even that which he hath.”

The wealth tax rates proposed by
the Hon. Minister have all these
infirmities that I have pointed out.

Other than for the pur
announcing to all its Eﬁ'ﬂ%@%&%
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throughout the country that this
Government has done a complete
volte-face, a right about turn, In
respect of the taxation embodied in
the tax proposals of the hon. Member
for Yatiyantota (Dr. N. M. Perera)——
other than that, there was absolutely
no reason why this kind of relief
should have been given.

In regard to insurance policies,
there was a proposal by the previous
Government to give some relief to
persons and at the same time
encourage them to patronize the
Ceylon Insurance Corporation in its
infancy. That was what was contem-
plated from Section 68 onwards of
the Inland Revenue Act No. 4 of
1963. We are now faced with an
amendment in regard to that matter
and it is interesting because here we
get the whole matter linked up
with the new concept of approved
savings. Section 68 of the principal
Act is amended by Clause 29 of this
Bill by increasing the 15 per cent.
rebate that was proposed there te
25 per cent. and by increasing the
proportion 1/6 to 1/4 and also
the limit in regard to the sum of
money from Rs. 4,000 to Rs. 10,000.
This is the relief that is proposed for
these people. I will come to a fuller
discussion of this whole matter of
approved savings later.

The Hon. Minister will realize that
in regard to the rebates that he is
giving here this is what happens. If
your income is below Rs. 45,000 and
you have an insurance policy or you
make a provident fund payment you
are entitled to a maximum relief of
Rs. 2,500, that is, 20 per cent. of
Rs. 10,000. You are entitled to a tax
relief of Rs. 2,500. If the tax payable
goes into the bracket at which you
pay 65 per cent. then you get another
form of rebate and you are given a
rebate of 33 1/3 per cent. of the
amount payable at the 65 per cent.
slab. When you rise to 80 per cent.
vou are given a rebate of 50 per cent.
Is that correct?

This is what happens. If a person
ig in the 80 per cent. income tax
group and the amount of his savings
exceeds the amount of tax payable by

@iﬁnﬁ&he 80 per cent. slab, then he
dhe relief on that portion and on
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what is left over he gets relief at 65
per cent. level. Then he comes down
and on what ig left over he gets relief
on the 25 per cent. basis even though
he may not have had a single insu-
rance policy or may not have made a
single provident fund payment. He
gets relief all along the line. The
man below that—with an income of
Rs. 45,000—gets relief on an
insurance policy or provident fund
pay;nent at the rate of only 25 per
cent.

The Hon. Minister intended to give
this relief. I am aware of it. I was
reading his Budget speech and
I found that in that matter he had
intended to give relief—I am reading
from page 68 of the published Budget
speech. I have not got the HaNsARD
with me ; this is what is stated :

“In respect of savings which should be
in the specified form, it is proposed to
grant from the amount of tax chargeable
at 65 per cent and 80 per cent a rebate
equal to 50 per cent of the amount saved
out of the income which is liable to tax
at 80 per cent, and if the savings are in
excess of the income taxed at 80 per
cent a rebate of 33 1/3 per cent in res-
pect of the amount taxable at 65 per
cent. In respect of a taxpayer who is
only liable to Income Tax at 65 per cent
and not at 80 per cent, the relief will be
one-third of the amount saved out of the
income liable to tax at 65 per cent. The
rates of 65 per cent and 80 per cent in-
clude the surtax rate which is in lieu
of expenditure tax. The rebate for
saving should have the effect of re-
moving the burden of this additional tax
when the income is not spent. It is in
view of this that the rebate of 50 per
cent is given in respect of the amounts
saved out of income taxed at 80 per cent
and the rebate of 33 1/3 per cent for the
amounts saved out of income taxed at
65 per cent. In respect of those tax-
payers whose rates of tax are below
45 per cent I have already provided for
relief at the effective rate or 25 per cent
whichever is less. This same rebate
would apply in addition to the above
rebates for taxpayers in the higher
income group. "—[OFFICIAL REPORT,
9th August 1965 ; Vol, 61, c. 135.]

This is, therefore, a magnificent
gift. You get a rebate of 50 per cent.
at the 80 per cent. level in respect
of your savings or alleged savings,
you get 33 1/3 per cent. over the

Bewidm 975 Sed DE®

1638
—6cDHVSE DHwd®

then, when anything is left over you
come back and get a relief of 25 per
cent., and if you have an insurance
policy you start with the relief you
have at the 25 per cent. level so that
you can get 25 per cent. relief twice
over. This is manna from heaven
for the rich people of our country.

I was surprised that the Hon. Min-
ister had not seen the implications
of the matter when he allowed him-
self to put this proposal into his
Budget Speech, but it is entirely
in line with what he has said in the
last sentence of his speech on the
proposals that are contained in this
Bill.

In regard to this whole matter of
relief that is proposed, I intend to
discuss this concept of saving and
show you how there is a very big gift
that is being given by this Govern-
ment to the property-owing classes in
this country.

The Hon. Minister, in Section
“ DDD.—Manufacture for Export?”,
has announced his intention of
giving relief to those who manufac-
ture goods in this country for export
to foreign countries. The intention
is that there should be some relief
given to these people who are
earning foreign exchange for us.
Now, what does he do ? This is how
Section 53¢ (1)—the new section—
will read :

“Where a person during the year pre-
ceding any year of assessment com-
mencing on or after April 1, 1965, exports
from Ceylon any goods manufactured by
him in Ceylon, such person shall be
entitled to a set-off against the income
tax payable by him in respect of that
year of assessment of an amount equal
to five per centum of the f.o.b. value of
the goods so exported, if the Assessor is
satisfied that the following conditions are
fulfilled : ”

What are the conditions ? The first
i
“ (a) that such goods were manufac-

tured by him from materials imported
into Ceylon by him . .. .”

In other words, this relief is to be
given only if you have been consum-

residue up to the 65 peﬁé%gzﬁaﬁﬂb%#@g\*);@aﬁ%ﬁ%@ign exchange! Then the first
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condition is that the goods exported
should have been manufactured from
material imported to Ceylon by that
person.

I admit the Hon. Minister was in
a difficulty. If he says that this relief
will be given in respect of goods
manufactured out of material from
Ceylon, then there will be no tea tax,
there will be no rubber tax and there
will be no tax on any exports pro-
duced in this country. There will
be that difficulty. Therefore, I admit,
there was a difficulty.

But the way out of the difficulty is
not to say that you are going to give
relief in respect of goods that are
manufactured in Ceylon for export
and where such goods are manufac-
tured from materials imported into
Ceylon.

The Department of Industries gives
the licence to the manufacturer on
one condition—that every succeeding
year one of the commodities imported
into the country for the manufacture
of the goods will be removed and a
local substitute found. That is the
basis on which the Director of
Development in the Ministry of
Industries issues the licence—that
there will be a substitution, year
after year, of the articles imported
for manufacture of the goods by a
local substitute.

eeRB L s BB .

(Bm. eows@flure Csepruss)

(Mr. Maithripala Senanayeke)

They may have changed the policy.

a8snd cniBen S,
(B Quie) Qerdienr)
(Mr. Bernard Soysa)

i do not know whether they have
changed that policy or not, but the
former Minister of Industries, the
hon. Member for Medawachchiya
(Mr. Maithripala Senanayeke) bears
me out that there was such a policy.

eBE 05y Fwiy .

(8@ mudnan)

(Mr. Shelton Jayasinghe)

He had no policy—[Interruptioni:
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DEBNE ceaBen D
(8. Quiey Qeriewr)
(Mr. Bernard Soysa)

I like to ask the Hon. Minister
whether that policy has been
changed, because if that policy is still
in force, then I should like him to
consider this position.

Suppose that I am a manufacturer
of electric bulbs in this country. All
the items that go to make the bulb
are brought from outside, are import-
ed. Now, Sir, the basis of the licence
given to me by the Director of Deve-
lopment is that I should substitute,
year after year, one of the imported
items by a locally manufactured pro-
duct. Suppose I get the glass manu-
factured locally. Then, in so far as
the glass that goes into the manufac-
ture of the bulbs is manufactured
locally, I cease to come under this de-
finition, because in order to get the
relief the goods should be manufac-
tured from materials imported to
Ceylon. As a result of a saving of
foreign exchange I cease to get the
benefit of this concession.

In otser words, the proposed tax
relief will maximize the consumption
of foreign exchange; the tax relief
is directed towards the maximizing
of the consumption of foreign ex-
change for manufacture. Could any-
thing have been found more ridicu-
lous than this proposal ? Here is the
Government complaining of the con-
traction of foreign earnings and here
is the Hon. Minister placing a pre-
mium on all consumption of foreign
exchange for manufacture.

Then we come to the

conditions :

other

“(b) that such goods were exported
‘;:Jy SUCh persons for purposes of
rade,

(¢) that the net amount of foreign
currency obtained by the ex-
port of such goods—

(i) is certified by a prescribed
authority, and

(ii) is an amount equivalént
to at least twenty-five
per centum of the f.o.b.
value of such goods,”
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Here is where you open the door
for the racketeer. I am asking this
Government, is there such close
liaison between the Inland Revenue
Department and the Exchange Con-
trol Department of this country as
will enable the correct operation of
this section ? The Inland Revenue
Department had to drop the Director
of Industries from the role of
prescribed authority for the certifi-
cate of quality because there was no
liaison between the Inland Revenue
Department and the Department of
Industries. They dropped the
Director of Commerce from the role
of prescribed authority in respect of
prices because there was no close
liaison between the two departments.

Now you are requiring, under this
clause, that the Inland Revenue De-
partment, the Exchange Control De-
partment, the Import and Export
Control Department and the Indus-
tries Department shall all function
together for the purpose of granting
effective relief. I say, Sir, this is
utterly unworkable. You are placing
a premium upon racketeers. There
was a very distinguished gentleman
who came back to the Island yester-
day and said this is the latest racket. ”
This will provide an opening for all
the buccaneers who have gone into
industry. I am not criticizing all the
industrialists, but there have been a
number of buccaneers who have gone
into manufacturing who have used
the exchange control facilities afford-
ed to them for all sorts of purposes,
for all kinds of illegitimate and ille-
gal purposes. All those persons are
going to get a tax holiday through
the operation of this clause. The
motivation is good. You want to en-
courage manufacture for export. The
motivation is good and I am entirely
in support of the motivation, but
what you will achieve through the
operation of this clause I am not sure.

The object achieved is reprehensiblesankindicof impact on development.
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(Mr. Speaker)
The Sitting is suspended till 4.30

pM. On resumption, the Ilon.
Deputy Speaker will take the Chair.
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Sitting accordingly suspended till
430 p.m. and then resumed, Mr, DEPUTY
SpeakEr [MRgr. C. S. SHiRLEY COREA], tn
the Chair.

AN ctaRen w. ]
(8. Qui@_ Qerdievr) ;
(Mr. Bernard Soysa) |

Mr. Deputy Speaker, I was on the °
subject of tax incentives being given =
or proposed to be given to manufac- =
turers of goods that we can export. ¥
The relief that was proposed to be §
given, I pointed out, placed a pre-#
mium upon the consumption of §
foreign exchange ; and in regard to §
the co-operation required between !
various departments for the effective
grant of relief I mentioned that °
I suspected that the door would be
open for a number of rackets, while 3
I agreed with the Hon. Minister that
the proposed encouragement of ex- °
ports was a welcome measure.

Among the reliefs given by the Hon.
Minister is a relief that is also given
to companies in respect of taxation. °
There too the relief that is being:
given is for the purpose, apparently,
of encouraging development. That
seems to be the intention according
to the Hon. Minister’s words. The
Hon. Minister is aware of the fact
that this tax was increased over the
years from the days of the first In-
come Tax Ordinance but in so far as
this tax was related to national
development in this country, there
was not the slightest evidence of any
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I myself have often stated that,
where there is a capitalist system
kept going in a country, when it is
intended to use the capitalist system
for any kind of development—while
I do not agree that development is
going to take place in that way—it
would be unfair and self-defeating
to indulge in disincentive taxation.

But while that is so, this proposal
in Clause 16 to reduce the tax paya-
ble by companies from 57 per cent.
to 50 per cent. and in the case of
small cothpanies from 28% per cent. to
25 per cent. is another one of those
gifts given by the Hon. Minister and
the Government to the rich people of
our country, not merely to the rich
people in our country but also the
rich people abroad [Interruption].
As the hon. Member for Anuradha-
pura (Mr. Ratnayake) points out, the
bigger beneficiaries will be those out-
side.

As for the other amendments
following—Clause 17, Clause 18 and
so on—I accept the Hon. Minister’s
explanation that they are for the pur-
pose of clarifying things that were
not clear in the principal enactment.

The next big concession given by
the Hon. Minister is where he amends
what the hon. Member for Yatiyan-
tota (Dr. N. M. Perera) brought into
being last year. The hon. Member for
Yatiyantota did not have the oppor-
tunity of getting his tax proposals
implemented. His draft Inland Reve-
nue (Amendment) Bill did not see
the light of day. But he was able to
push through certain amendments
earlier. One of them was the impo-
sition of a 10 per cent. tax upon non-
resident companies in lieu of the pay-
- ment of wealth tax. Where a non-
resident company had immovable
property in this country, that com-
pany was called upon to pay 10 per
cent. in lieu of wealth tax.

Now what has the Hon. Minister
done? He reduces this to 5 per
cent. What is the reason for this ten-
derness to non-resident companies ?
The sterling <companies in this
country for nearly 150 years of their
existence exploited this . country

3 ——a¥ 9462 (85/10)
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without the payment of income tax.
They were called upon to pay income
tax only after 1932 and the Hon.
Minister is proposing in this Bill to
give further concessions to these
people. Whenever the Hon. Minister
of State gets the opportunity of
crossing swords with us on the ques-
tion of the subservience of this coun-
try to foreign vested interests, he
always says, “We also want to
abolish foreign interests.” He makes
himself out to be very hostile towards
the oil companies. He told us so. But
what do we see in action ? Whatever
the sentiments expressed may be,
what is the Hon. Minister of Finance
doing ? He is giving a 5 per cent. tax
rebate to non-resident companies. I
just do not see the purpose of this
unless you are trying to please some-
body, or unless you are trying to show
your foreign masters how good you
are, and how considerate you are
about their interests. Unless they are
trying to do that, I do not understand
the reasons for this proposal to give
this reduction of 5 per cent.—a redue-
tion of 5 per cent. on the tax imposed
by the hon. Member for Yatiyantota.

When I grossed up the amount that
would have been payable as tax, not
with a view to leave a tax free
amount but a taxed amount of Rs. 55
million in the hands of the oil com-
panies together with the payment of
interest, the Hon. Minister of State
questioned my figures. He mentioned
a number of taxes and said that this
payment is exempt from all those
taxes. I admit that the payment is
exempt from exchange tax—that the
10 per cent. chargeable in respect of
foreign exchange used by the trans-
fer of assets of an individual does not
apply to this compensation payment :
I am prepared to admit that. But I
never said that wealth tax was pay-
able or that sales tax was payable or
Excise tax was payable or any one
of those taxes was payable. :

My calculation was very: simple.
Even if you leave this exchange tax
out, the fact remains that on the
figure mentioned by the oil companies
of Rs. 33 million as the written down
value of, their assets, when vou take
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the Rs. 22 million paid over and above

that to make Rs. 55 million, that sum

of Rs. 22 million represents capital
gain within the meaning of the Inland

Revenue Act. If, therefore, you try

to ascertain what would be the sum

that would have to be in the hands
of the companies which would leave
this amount as a capital gain on the
basis of the payment of tax—after
payment of tax—you will have to
divide the amount by 55 and multiply
the result by 100 to allow for the
deduction of the 45 per cent. tax. If
you do that you will find that there is

a sum of Rs. 40 million. When you add

that Rs. 40 million to the Rs. 33

million as written down value, you

get the figure of Rs. 73 million. The
interest payable, according to the
documents given, amounts to about

Rs. 3,750,000 over five years.

When you realize that under the
Inland Revenue Act that amount
would be left in the hands of the
companies only as 20 per cent. of an
amount that would have been origi-
nally paid to them, then you have to
multiply that figure by five to esti-
mate the real concession given. In
other words you arrive at the figure
of Rs. 18 million odd. If you subtract
from that the amount of Rs. 5 million
which they do not want to take as
interest from the date of transfer of
their assets until today, you get still
a sum of Rs. 13 million. When you add
that Rs. 13 million to the Rs. 73
million I mentioned, you get Rs. 86
million.

In other words, even without the
retrospective bunkering tax which
the hon. Member for Yatiyantota
wanted to levy, you have paid them
Rs. 86 million. If you add that amount
of bunkering tax you will still get a
sum in excess of Rs. 100 million.

A Government that is committing
an act like that has to justify it re-
trospectively. You are justifying it by
reducing the capital gains tax. You
are getting away from it by reducing
this amount which would have been
payable on the interest treated as in-
come—the 10 per cent. payable under
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the legislation introduced by the hon.
Member for Yatiyantota. You are
reducing that 10 per cent. to 5 per
cent.

You are doing all these things in the
same spirit in which you are bringing
in retroactive legislation to justify:
what you have done in respect of the
oil companies ; to justify a plain and
simple sell-out. This is quite on a par
with that.

The Hon. Minister of State talked
about goodwill. He quoted from a
document allegedly produced by the
Treasury—a minute which talked
about goodwill. What goodwill will
there be in a matter of this kind ?
The three oil companies functioned
here on the basis of a price agreement
among themselves.: In other words,
there was a virtual monopoly. What
goodwill accrues to a monopoly ?
What goodwill accrues when the State
establishes a monopoly on the basis
of a take-over, quite apart from the
technical aspects of the matter that
we did not take over the companies
as going concerns but only took over
certain portions of their assets ? If
you counter that argument by saying
that you have put them out of busi-
ness as far as oil is concerned, I am
prepared to admit that ; but the other
two arguments : that they functioned
here on the basis of a monopoly and
that what was being established was
a State monopoly—in both those
situations, the question of goodwill
does not arise—these are not argu-
ments that you can counter. There-
foz_*ea the argument of the Hon.
Minister of State on that matter is
utterly irrelevant. Even if you maie
that adjustment of the sum I men-
tioned in respect of exchange tax
where, I admit, the exchange tax is
not leviable, the figure I gave is only
out by Rs. 10 million. It stil] remains
as high as Rs. 86 million, and if you
add the retrospective tax on bunker-
Ing it would still have exceeded
Rs. 100 million. :

The Hon. Minister has absolutely
no justification for this gift that he is
giving to the non-resident companies.
Let us imagine that we approve of the
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object of this Government to help
local capitalist interests to thrive, to
help Ceylonese capitalism to expand
in this country. Are you doing that
by this tax concession to non-resi-
dent companies ? Is that what you
intend to do ? Or is it that you are
frying to demonstrate to your
masters: now that the TUnited
National Party is back in office, we
can be relied upon to look after the
imperialist interests in this country ?
Is not that what you are trying to
demonstrate ? Otherwise there is
absolutely no reason for this reduc-
tion of 5 per cent.

Among the other gifts the Hon.
Minister is giving, allegedly in the
name of development, this is what
he announced in his speech today
which we find in this Bill in Clauses
23 and 24, The Hon. Minister
announced a policy, which was
further developed by the Hon. Prime
Minister himself, of the road 1o
industry through agriculture. “ We
are Importing a large volume of
agricultural commodities, subsidiary
foodstuffs and the like, and we pay a
considerable amount in foreign
exchange for these things. Let us
save that by producing these things
in our country, and that amount
which we save could be utilized for
the purpose of industrial expansion. ”
That was the philosophy expounded.
I hope I have not done any injustice
to the Hon. Minister or to his Govern-
ment in my formulation. In pursu-
ance of that policy the Hon. Minister’s
Government has changed the basis
ircm  expansion of agriculture
through the peasant to the expansion
of agriculture through the capitalist.
That is the basis the Hon. Ministar’s
Government has chosen. You are
alienating land to the companies.
You say, “Oh! we are going to take
that land back after 25 years, and we
will - distribute it to the peasant
again,” and you make all kinds of
announcements as though this Gov-
ernment hopes to remain in office 25
years hence. You are legislating and
announcing a policy decision to cover
the next quarter century. In regard
to relief that may be your intention.

44— 9462 (65/10)
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That is what you say. Let us giv
you credit for your intention. But
what have you got in fact here ? To
whom are you giving relief here ? -

“ (1) For the purpose of ascertaining
the profits from any agricultural land,
the succeeding provisions of this section
shall apply in addition to, and shall be
read with, Chapter II.

(2) There shall be deducted for the
purposes of ascertaining the profits or
income for any year of assessment,
commencing on or after April 1, 1865, of
any land used for purposes of agricul-
ture all expenses incurred— "

“ (a) in opening up that land for cul-
tivation, and "

(b) in cultivating that land with
palms, trees—"

May be any trees ; the trees are not
defined, unless you propose to make
some further definition as to what
kind of trees it is. You speak of :

“...palms, trees, bushes or foodstuffs
for the purpose of producing coconut,
rubber, tea, cocoa or other produce.”

Now, how much more land are you
expecting to open up for tea in this
country ?

The Chairman and members of the
Low-Country Products’ Association,
who are very strong supporters of the
present Government and the party in
power—the U. N. P. that is the prin-
cipal party in the *“seven-party
collusion ”—all of them are of the
opinion that unless you come to an
international agreement in regard to
tea, you are going to be faced with a
price reduction on the basis of there
being a glut in the market. With all
the primary producers maximizing
their production, without some
method of controlling this cannibalis-
tic venture of the producing
countries in regard to one another,
without some measure being taken in
that direction, you will get a price
reduction in tea.

What did the Chairman of the I.ow-
Country Products’ Association say in
his speech at the beginning of this
year, the day on which he welcomed
the Hon. Prime Minister to a meeting
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" of the Low-Country Products Asso-
‘ciation ? What did he say ? “ We are
maximizing production without tak-
ing the necessary, the corollary steps
in regard to marketing ”. I mentioned
this in detail in my speech in the
discussion on the Hon. Minister’s
Budget when I told him that he needs
first of all to reorganize the Tea
Propaganda Board. I do not know
whether any steps are being taken in
that direction. The Minister of Indus-
tries of the last Government
attempted to do that. Unfortunately,
your present Leader of the House,
who was also Leader of the House
then, sabotaged it, on behalf of the
very interests whom you are now
trying to foster in this country. How
much more land are you going to
open up for tea?

But that is not my principal
concern in this matter. My princi-
pal concern is this. If you really
want to encourage agriculture in this
country, your real duty is to subsi-
dize the peasant and not to give tax
relief to the capitalists. That is
what you should have done. None
oi these benefits would go down to
the man who is tilling the soil. He is
not going to get this tax relief. He
is not benefiting from this proposal.
He will remain in the same poverty-
stricken level at which he is today,
while the upper middle-class persons
the capitalists and the companies, on

the basis of opening up land
allegedly for agriculture will be
benefited. You have not even

provided in this Bill any means of
checking up in regard to the value or
the income or the -capacity of
production in respect of land that
will be opened up. On the basis of
a bare statement that they have
spent this money for opening up
that land for agriculture, you are
going to give them relief. That is
what the Hon. Minister is proposing
to do. I say that, even in regard to
the benefits you are trying to give,
this is hastily drafted legislation
which leaves all possible loopholes
for racketeers. I know persons who

Bewlldr O ©&FdCw

1650

—EcDHS HHwS®

ed as a result of this relief, but you
will get no increase in the production
of subsidiary foodstuffs or anything
else. About “ Animal husbandry ™
Clause 24 says:

“For the purpose of ascertaining the
profits and income from animal hus-
bandry, the sucecseding provisions shall
apply in addition to, and shall be read
with, Chapter II.7”

I admit that there has been to
some extent an expansion in poultry-
keeping in this country. That has 3
happened over the past few years,
during the days of the Government
which you so much abhorred. This
Government proposes now to give
tax relief to those people.

The fact that these people have
done something in that direction,
perhaps, may be a reason for giving
them some kind of reward. But if
you imagine that this is going to
encourage further expansion, then I
have to disagree. It is not that I
object to poultry-keeping. I have
suffered many a time by being put
up early in the morning by inaccu-
rate poultry crowing too early but
I am not proposing any kind of
revenge now in relation to those
birds. I am only contesting the Hon.
Minister’s theory that this kind of
incentive is likely to result in expan-
sion.

What is the Hon. Minister’s very
big contribution in this Bill that he
is so proud of, which he announced
in his Budget speech? It is the
whole matter of approved savings.
Let us go to the source of this matter.
In the Hon. Minister’s speech, the
specified form of the savings in regard
to which the Hon. Minister proposes
to give relief is given. I am quoting
from page 68 of the published Budget
speech :

_ “The specified form in which the
Income saved has to be invested is as
follows : — :

(1) Deposit in a Special Account or
Acounts to be created in the
Central Bank or other appropriate
agencies. :

(2) Investment in Government securi-
i

wiil suddenly get agricul%ﬁ]e-@g;%aaham Foundaities.
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(3) Premia paid for life and annuity
insurances in excess of the limits
now fixed for relief.

respect of that year of

§ (4) The amount of wealth tax payable
4 mn
assessment,

(5) Amounts utilised during the
preceding year for repayment of
any loan which had been raised
for the purpose of creating an
asset or has been secured by an
asset.”

Now, when this was debated I
mentioned that this whole announce-
ment was insufficient for the purpose
of discussing the merits of the propo-
sal. We have the law now and we
see certain important variations from
what the Hon. Minister said.

The Hon. Minister defines “ap-
proved savings” on page 32 of the
Bill, Clause 31 of the Bill:

“LL.—Relief in cases of approved
savings.”

This clause entitles you to relief in
cases of approved savings. The
approved savings are defined like
this : —

“ {(a) any payment of any premia on
any such life insurance policy, or for the
purchase of any such annuity, as is
referred to in section 68, the amount of
such payment being the excess over the
amount of such premia on which the
effective rate is calculated for the
purposes of section 68,”

That is number (3) in the Hon.
Minister’s Budget speech—

“Premia paid for life
insurances In excess of
fixed for nelief.”

Then—

“(b) any money deposited in any
special account in the Central Bank of
Ceylon or in such other institution as
may - be approved for the purpose by
Order of the Minister made on the
recommendation of the Monetary Board
of the Central Bank of Ceylon and pub-
lished in the Gazetie”,

and annuity
the limits now

; ThlS is number (1) of the proposed
relief mentioned by the Hon. Minister
in his Budget speech. That is:

"_‘ Deposit,. in a  Svecial Account or
Accountants to be created in the Central
Bank or other appropriate agencies.”
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Then—

“(c) any money invested in any
security of the Government of Ceylon,”

That is number (2) of the
proposals in the Hon. Minister’s
Budget speech—

“Investment in Government securities.”

Then—

“(d) any money paid or payable as
wealth tax for the year of assessment in
respect of which a deduction is toc be
made under sub-section (1),”

That is item number (4) of the
Hon. Minister’s Budget Speech.

“ (e) any repayment of a loan taken,
or debt incurred, prior to the ninth day
of August, 1965, for the purchase of any
property, or the repayment of any part of
such loan or debt,”

(f) any repayment of a loan which
was taken prior to the ninth day of
August, 1965, on the hypothecation of any
property, or the repaymen{ of any part
of such, loan,”

That is number (5) of the proposals
of the Hon. Minister—

“ Amounts utilized during the preceding
year for repayment of any loan which
had been raised for the purpose of
creating an asset or has been secured by
an asset.”

That is all that the Hon. Minister
stated, but in the Bill he goes further
and adds something more :

“(g) any approved investment within
the meaning of section 69.”

Now, I will demonstrate to the
Hon. Minister the meaning or what is
likely to be the consequences of all
these, I think, even the Hon_ Minister
and his Government will be staggered
by the results.

Before we come to that let us
examine the particular amendment
and some of those consequences—the
repayment of a loan taken, or debt
incurred, prior to the ninth day of
August, 1965. Now, that is a dangerous
date. That is the date on which the
Hon. Minister delivered his Budget
speech. If a person had taken a loan
before that date and he is repaying
that loan, that is going to be treated
as an approved saving.
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But if he has taken or takes a loan
after that date and claims a saving
on repayment he cannot get this
relief. Now I know the Hon Minister
was in a difficulty after his announce-
ments in his Budget speech. There
was a likelihood of persons beginning
to borrow large sums in anticipation
of relief on repayment treated as a
saving, Everybody would have
borrowed money on a large scale.

Now, the Hon. Minister wants
obviously to stop that, therefore, he
gave a retrospective date and
applied it to the people who got into
debt by eighth August, 1965. How
long ago the debt was incurred is of
no concern to the Hon. Minister. Even
if the loan was taken in the last
century the Hon,Z Minister proposes to
give relief on the payment of that
loan and all the old boys of the
U. N. P. who got into debt in “the
period of the bonanza” will be able
to clear up those debts. They are now
going to get relief on the basis that
the loans they borrowed represent a
saving. VoL alEily

@b &, @8, gudm
(Qaerras Ceog. i QueuT sew)
(The Hon. J. R. Jayewardene)
On your part.

AENR oeRBen Dcs.
(8. Quiey Qsmritevr)
(Mr, Bernard Soysa)

We were not borrowers.

@ el @8, LA
(Qzerres Coy. oyi. syweur ser)
(The Hon. J. R. Jayewardene)
You were lenders ?

B8R o .

(8. Quie QFriewr)

(Mr, Bernard Soysa)

We were neither lenders nor
borrowers. We are very poor people.
The Hon. Minister of State, I do not
think it is his intention to place a
premium upon usury. Buti.all, the

Bewldm O @ ACE

1654

—eedmBs Bwde

usurers of the past who can collect
their interest are going to be bene-
fited by this proposal ; not we, but
the lenders who supported and elect-"%
ed you and your parily into power#
they are going to be the beneficiaries.
They are the lenders who will benefit.
The borrowers and the lenders. This
is their reward for past service.

I have never seen the machinery of
taxation so misused or so capable of
being misused as this Inland Revenue
Amending Bill proposes to do. The
9th of August is the relevant date. We
were discussing relevant dates yester-
day. All loans before that date are
to be given this relief. This is what
the Bill says:

“any repayment of a loan which was
taken prior to the ninth day of August,
1965, on the hypothecation of any
property, or the repayment of any part
of such loan .

All those whose lands have been
mortgaged and kept as security for
loans in the past, are going to be
released. I say this is an utterly im-
moral proposal. We have the credit
institutions for that purpose, the
State Mortgage Bank, the Debt Re-
demption machinery. Why do they
not make use of them for that pur-
pose ? Why are you treating this loan
as a saving to give tax relief ? This
is the most unconscionable kind of
immorality, absolute and utter immo-
rality that one could have imagined
with regard to public finance, an un-
heard cof measure. If your intention
is to give the poor debtors relief, let
them go to the Debt Conciliation
Board, to the State Mortgage Bank,
to the Agricultural and Industrial
Credit Corporation or some such
organization to release their proper-
ties and to seek relief from indebted-
ness. But why are you trying fo use
the Inland Revenue Department for
the purpose of granting relief to
these people ? I say anybody would
be aghast at this kind of proposal. In
a developing country where the
Government has announced that it is
out to discourage consumption expen-
diture, the good-time boys of the
period of the bonanza of 1948 to those
persomson who hypothecated their
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estates and borrowed money to be
spent on wateful trips abroad, for
luxurious living, for conspicuous
expenditure, are to be relieved. And
that is to be treated as a saving ; their
expenditure of the past and their
repayment of those loans are to be
freated as a saving in the interests
of the nation, in the national interest.
Can anything be more shocking than
this proposal ?

Sir, let us go on to some of the other
gifts in this Santa Claus’ bag. It is a
Christmas gift that is coming.
Christmas is just round the corner
and here, Sir, is Claus in the shape
of the Hon. Minister of Finance bring-
ing his Christmas tidings to all these
people.

DG, OBY BN
(Qaorrer asreaflprusgs)
(The Hon. Wanninayake)
To all.

8518 cwmBsn Do,

(8@ Qui@L Ggrievr)

(Mr. Bernard Soysa)

To all the rich people. Whom
has he forgotten in the distribution
of these gifts ? He has forgotten the
poorest of the poor, the poor peasant
and the poor worker in this country.

He has forgotten the middle class

layers that are still groaning under
the burdens of prices and taxes. All
those people have been forgotten. His
gifts are to the well-to-do, the rich.

Let us go into this matter of
approved savings. What is the first
relief that he is going to give ? If the
amount of the savings exceeds the 50
per cent. tax relief given at 80 per
cent., then that comes down to the 65
per cent. bracket and he gets one-
third. It comes down further, if there
is a residue, to the 25 per cent.
bracket and he gets Rs. 2,500. What
does this mean ? Although we go in
reverse and reach the 25 per cent.
group at the end, all the persons in
the 80 per cent. bracket are going to
start with a tax relief of Rg!72500" &
5——al5 9462 (65/10)
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the coramencement. Every person
who assumes that he is going to start
saving—if he does anything of that
kind—is to be given a bonus of
Rs. 2,500. I shall illustrate some of
the possibilities of this.

The Hon. Minister says that every-
body will benefit. If there was an
immorality in regard to taxes where
the distribution of the impact was
inequitable, I say that where relief is
given and the distribution of the re-
lief is inequitable, that also is equally
immoral. I shall read out to the House
some of the consequences of the Hon.
Minister’s proposals.

Let us take a person whose income
is Rs. 100,000. If his income is
Rs. 100,000 and his savings are
Rs. 10,000, he gets relief, because he
is in the 80 per cent. bracket, on the
basis of 50 per cent. relief—he gets
Rs. 5,000. If the man’s income is
Rs. 55,000 and his savings are
Rs. 10,000, he is in the 65 per cent.
bracket and he gets Rs. 3,333. If the
man’s income is Rs. 45,000 and his
savings amount to Rs. 10,000, he gets
only Rs. 2,500. In the three examples
I quoted—the man with an income of
Rs. 100,000, the man with an income
of Rs. 55,000, and the man with an
income of Rs. 45,000—if each of them
saves Rs. 10,000, the man whose in-
come is the largest gets relief in
Rs. 5,000, the next man gets only
Rs. 3,333, and the poorest of the lot
gets only Rs. 2,500. This is how the
Hon. Minister remembered everybody
in his Christmas gifts.

I say this is immoral, utterly
immoral by way of public finance.
No Minister has the right to do this
kind of thing. No department has the
right to advise a Minister to do this
kind of thing.

Let us examine this question ¢
approved savings. I have the higheyt
respect for the present head of the
Inland Revenue Department. It is
a badly overworked department.
Governments come and governments
go. Ministers change. We keepn on
changing the tax structure of the
country from year to year, and there
are'rieW’ taxes and tax amendments
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of all sorts which the Inland Revenue
Department has to enforce. They
deserve the greatest amount of
sympathy from this House, and I
have the greatest respect for the
mental and organizational capacity
of the present Commissioner of In-
land Revenue. But if the scheme that
has been evolved has met with his
approval, if this scheme of approved
savings has met with his approval,
then, despite my respect for the
gentleman concerned, I must dis-
agree on the value of this scheme.

What is said to be the intention of
this scheme ? You are going to take
money away from circulation into
Government hands. The Government
wants to take away money from cir-
culation. You are trying to adopt a
sort of anti-inflationary measure on
one side. On the other, you are going
to use these moneys for the purposes
of development. You are seeking
savings for the purpose of investment.

Now I am entirely in disagreement
with the position that even beyond a
certain point alleged incentives con-
tinue to act as incentives. I do not
agree. Government after Govern-
ment gave tax incentives to certain
people, and what do we find ? Was
there development? No. When did
the development that took place
during the last three years occur ?
After import controls were imposed.
Whatever the effects of the controls
may have been in regard to the price
situation in this country, the fact re-
mains that only when import substi-
tution was possible did people
embark wupon industrial produc-
tion. Not all the incentives given to
the capitalist class from 1947 to this
day—not one incentive—operated in
the direction of increased production.
Quite apart from that aspect of the
matter, that is the philosophy behind
this system of approved savings.

How is this Bill as at present
drafted going to operate? I will
show you
anomalies in regard to this matter.
Let us take as an example the case

Bewldm VYY) V&5 VE®
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children and gets an income of
Rs. 100,000. The tax payable would
be Rs. 56,350 leaving a balance in-
come of Rs. 43,650. Relief in the event
of savings, say, a loan repayable at
Rs. 25,000, p.a. would be Rs. 12,500.
The balance income in the person’s
hand by the addition of that amount
would be Rs. 56,150. The net tax pay-
able would be Rs. 43,850. If the
wealth tax is also taken into account
and the net wealth is estimated at
Rs. 1 million, less the three lakh loan,
he would have to pay, say, a further
tax of Rs. 4,000 on this basis:

Rs. 200,000 at 3 per cent.

Rs. 1,000

Rs. 400,000 at § per cent.
Rs. 3,000
Total Rs. 4,000

What would be the end product of
this whole business ? If you take the
amount of relief on the wealth tax
as half of Rs. 4,000 you get a relief
of Rs. 2,000. In which event you get
the total income tax amount now
readjusted for our purposes at
Rs. 56,3506 plus Rs. 4,000 which gives
Rs. 60,350. The savings relief would
amount to Rs. 14,500. The net tax in
that event would be Rs. 45,350.

Now what is the cash position in
regard to this matter ? Supposing he
had a loan of Rs. 25,000 there will be
the question of the repayment of the
loan. The wealth tax is Rs. 4,000. The
net income tax is Rs. 41,850. The
balance available will be Rs. 29,150.
Of an income of Rs. 100,000 he would
have a balance left in his hand for
expenditure of Rs. 29,150.

Without the savings relief he
would have had only Rs. 14,650 in his
hands for expenditure. On account
of this measure he has more now.
The Hon. Minister says that this is
done in order to discourage expen-
diture, but at the end of this process
you are leaving in the hands of this
person a sum of Rs. 29,000 for

of a person who has a wgfe. and ,{‘.Ig%%han;eg{(}aggditure.

igitized

ation.
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That is one kind of case. But I
can show you another kind of case
where you will probably not have
this kind of saving effected at all.
The Hon. Minister’s tax department
issued a little statement in regard to
how these taxes are going to operate,
and I will quote an example that has
been given here by his very tax
department—[Interruption.] I have
not gut the paper at the moment
but the Hon. Minister will recall
there was an example worked
out of a person with an income of
Rs. 75,000 and a saving of Rs. 45,000.
What was left in his hands at the
end after he had paid his taxes, on
the basis of a saving effected from
which they proceeded to deduct Rs.
10,000 as a dis-saving ? That is to
say, where a person has had a land
and sold the land, had an asset and
sold the asset, to the extent to which
it is sold there is a dis-saving. In
this hypothetical case the person is
supposed to have had a land worth
Rs. 110,000 and had sold it for Rs.
100,000. He gave Rs. 90,000 away as
a gift to his daughter. That gift of
Rs. 90,000 is treated again as a
saving. The extent of the dis-saving
therefore is only Rs. 10,000. On the
basis of all the reliefs that are pro-
posed to be given and the tax that
is payable, he is left at the end, after
all the cash payments are made, out
of a total income of Rs. 75,000 a year
and on the basis of his effecting a
saving, with Rs. 16,000 in his hands
for the purpose of expenditure.

My own belief is that that example
as calculated is wrong because on the
sale of the land there is a capital loss
which is not taken into account. But
even if we leave that question aside
what does the tax department’s own
example prove ? On the basis of your
effecting your saving in order to
encourage this Government towards
development that man has to sell
his land, because out of the Rs. 16,000
that is left Rs. 10,000 was from the
sale of his land. And, therefore, your
saving scheme for that group of per-
sons is possibly on the basis that
they sell their assets. Whom are you
giving relief to ? I say that'eategdry

*
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of persons is going to be punished
even with your savings scheme. That
is if they save as expected.

@8, ey®gu w (B&E SCH
#@Bex 8@y edDP)

(8. i 9@ rip T F—e ereonr &
yewdsflar Lrrrenwerps sriusa)

(Mr. R. Premadasa—Parliamentary

Secretary to the Minister of Local
Government)

We will amend it in the Committee
stage if necessary.

B8N Bt S

(8. Quie. Qeriewr)

(Mr. Bernard Soysa)

Very good ! But still it is my duty
to point this out.

oy &g O,

(B 9Crsgre)

(Mr. Premadasa)

Those are matters of detail.

A&snA cRen D,

(Ba5. Qui@r. Qerdeor)

(Mr. Bernard Soysa)

They are not only matters of detail.
They are a number of details that add
together to “concretize” a certain
policy, and it is, therefore, necessary
to examine this jewel produced by the
National Government facet by facet
for the purpose of showing up the
flaws that exist.

@g od. ¢d. LwdiAm
(Qaorras Cog. . e Her)
(The Hon. J. R. Jayewardene)

Are you supporting the
owner ?

land

BN cenEes Do,
(Bm. Quiey Qerdewr)
(Mr. Bernard Soysa)
No.

g 68, gd. EwRiRn»
(Gserres Gog. Y. WaIT FeT )
(The Hon. J. R. Jayewardene)

You said that he will have to sell
hig'Tarids.
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(B Quie Qerienr)

(Mr. Bernard Soysa)

I am pointing out the implications
of your scheme. I am asking you
whether that is your intention on the
basis of effecting a saving. The poor
man in order to have money to live
has to sell his assets.

I am one of those persons whom
the Hon. Minister decries as a
Marxist. I am one of those persons
who stand for expropriation and all
those things which the Hon. Minister
dislikes. I stand for the total abolition
of the capitalist system and for socia-
lism. Of course, the manner of its
abolition is an entirely different
matter. You may have to do it by
degrees having once taken away the
power from the capitalist class. But
you are committed to keeping that
system going, and we are now func-
tioning within the framework of that
system, and what I am saying is that
you are leaving a man, on the basis
of a saving scheme, Rs. 16,000 out of a
total income of Rs. 75,000, and that
on the basis that he has sold his assets.
This is not my example but the
example given by the Department of
Inland Revenue.

. There are worse examples than
that. I shall give you one of them.
Let us take the example of a person
with an income of Rs. 100,000. Let
us suppose that this person engages
in industrial expansion. Under
Sections 7 and 10 he is entitled to
certain rebates. You will get this
position. On the basis of an alleged
expansion you will get relief given to
him at the 663 per cent. rate and
a development rebate of 40 per cent.
When you add these together—Ilet us
say he spends Rs. 50,000 taken as a
loan, the full deduction for tax
purpose will be Rs. 50,000 devided by
100 multiplied by 106.67. That leaves
a result of Rs. 53,335. His income for
tax purposes will now be Rs. 88,000
less Rs. 53,335. Out of a total income
which he begins with of Rs. 100,000,
he is now left with Rs. 34,655 as
taxable income. Income tax before
relief will be Rs. 78,991 plus wealth

Bewidr @xYE) ®ew AC®
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on savings amounting to Rs. 25,000
plus Rs. 4,000 at 25 per cent., will
give you a net tax of Rs. 6,091.
Disposal of income on this basis will
leave in his hands a sum of over
sixty thousand rupees.

What are you left with ? You are
left with the position that at the end
of having obtained these rebates, he
is left with more money in his hands
than his taxable income. As a re-
sult of all the rebates and all the
reliefs that you are giving, you will
leave in his hands more money than
his taxable income ; and if the larger
part of that amount is going to be
part of further savings, what further
relief are you going to give ? How
are you going to give relief to him,
if that is his saving ? You cannot—
because he is the man who has been
so effective in saving, that he has
reached a position of having more
money left than his taxable income.

That is the kind of ridiculous
position to which you come.

Let us come to what the Hon.
Minister has included in this Bill but
is not there in his speech, namely,
the definition of “ approved saving”
in sub-paragraph (g) of the new
Clause 69 A (2) ; which is as fol-
lows :

“any approved investment within the
meaning of section 69.”
I wish the hon. Parliamentary
Secretary to the Minister of Indus-
tries had remained here. This is a
staggering position! What does the
department say ? The grant of relief
in regard to approved savings is for
the purpose of providing an incentive
to development.

Now, Sir, it is intended to take
money out of these people’s hands,
money to develop the country—and
the Government says it is going to do
that. This is said to be a substitution
for Kaldor or an improvement on
Kaldor. What is an “approved
investment ” in the principal enact-
ment ? Section 69 of the principal
enactment states:

“ approved investment means an invest-
ment—

tax as before being Rs. 4;006¢ byRelief:m Found{@). in an aproved project....”
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An approved project is defined there.

Then this is the relief given in
paragraph (2) of Section 69 :

“Where in the year preceding any year
of assessment an individual makes an
approved investment, then—

(a) the actual amount of that invest-
ment, or

(b) an amount representing one-fifth
of the assessable income of that
indiviual, or if that individual
is a member of a family, of the
head of that family, for that year
or assessment, or

(c) fifty thousand rupees,

whichever amount is the least, shall, for
the purposes of sub-section (3) of this
section, be the permitted allowance in
relation to such investment.”

Now he is getting relief under
Section 69 (2) in relation to an
approved investment. Then you

bring an approved investment in this
Bill as an approved saving and in
relation to the tax payable at the
80 per cent. tax bracket he gets 50
per cent. rebate and at the 65 per
cent. bracket he gets 33 1/3 per cent.
and again on what is left he gets 25
per cent.

I have read the note of the tax
department. It appears to say that
he shall be entitled to either relief,
whichever is more. He can get
relief as an approved investment or
he can get relief as an approved
saving, but he is getting that which
is more. While the note of the tax
department says that, there is
nothing in this Bill to prevent his
getting both. In other words, as an
approved investment he will be
entitled to an allowance up to a
maximum of Rs. 50,000, and as an
approved saving he will be entitled
to the rebate of half on the tax pay-
able at 80 per cent., 33 1/3 per
cent. at the 65 per cent. level and 25
per cent. below 45 per cent.

ocH € 9ehdiAm .
(8. Qovevel] @enraut ger)
(Mr. Leslie Goonewardene)

You will be paying out of the
Consolidated Fund !
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AN ot D,

(S Quiey. Qemiievr)

(Mr. Bernard Soysa)

There was once a school master
whom I knew in the old days, a
Government servant, a very honest
man but a little careless in respect of
rules in the Manual of Procedure and
in the Financial Regulations. Where-
ver this poor man was appointed to
a head teacher’s post he ended up his
stay in each school by having to pay
a surcharge in respect of equipment
broken or lost. It came to such a pass
that the poor man told me one day,
“On the day I retire and go out of
the Public Service, instead of taking
home a gratuity and a pension, I shall
probably go home a debtor to
Government, having to pay every
year a sum to the Government to
cover that which I have been
surcharged.”

Now what is likely to happen if
the Government gives relief in this
way to the capitalist class ? They are
not merely going to give exemptions,
but it might come to the stage when
they will be giving a subsidy to these
people. In addition to saying that they
are relieved of all taxes, they will
say, ‘“Here is something extra for
you.” It does not look as if the Inland
Revenue Department is going to
collect money but as if the depart-
ment will have to pay something out
to these people.

It may have been the intention of
the tax department, from the note
that I read, that both these forms of
relief are not to be given. But I say
that there is not one clause in this
Bill-—neither in the section in regard
to approved savings nor in the
clauses dealing with the other
exceptions to prevent these people
from getting both reliefs, in respect
of approved investment and ap-
proved savings on the same sum.
This is truly a generous Santa Claus
to all these people.

As I said, I have the greatest
respect for the present Commissioner
of Inland Revenue and all his
assessors and the officers there. 1
say that the officers in the Inland
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Revenue Department, right down to

the humblest clerk and the karyala

karya sahayaka are all over-
worked persons. The work that
they do is hardly appreciated in this
country. On the contrary they have
a large number of enemies.

ofed. 8. Rwid AHWNIsNw .
(ecr®@ed)

({Q@ GrLl. %bx:'r. LGN LG0T LT T BT &&S—
QzribGLs)

(Mr. F. R. Dias Bandaranaike—Dompe)

Especially among tax-payers.

D&1nd GeSBen S,

(85 Quiey’ Qsrievr)

(Mr. Bernard Soysa)
Especially among tax-payers.

I say that the “ approved savings”
scheme contained in this Bill is
going to cause the greatest number
of headaches to the department
for this reason. This Government
objected to the expenditure tax.
They wanted to return to Kaldor
but they said they could not
work the expenditure tax. I men-
tioned that the expenditure tax was
Kaldor’s “ goad ”, and instead of the
goad they provided this incentive
which is to function as the carrot to
the capitalist class drawing them
towards national development.

Now, what is going to happen to
this ? You are not going to be in a
position to estimate what portion of
the income is a true saving unless you
have a detailed return in regard to
a person’s assets, liabilities and
expenditure. Until you get that, you
will not be able to assess the true
meaning of anybody’s savings, He
will declare a certain amount as
his savings. If you are going to
estimate the savings and the dis-
savings, according to the provisions
which provide for dis-savings in this
Bill for the purpose of an accurate
computation you should have a
return as elaborate and as accurate
as the expenditure tax return. That
is the truth of the matter. This Gov-
ernment and this tax department said
that the expenditure tax return was
something that the country’could not

Hewldnm 05785 @& DC®
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cope with and our people could not
cope with, and that is why they are
not introducing expenditure tax. Why
are you introducing this measure
which does not give the benefit of the
expenditure tax, but which at the
same time is going to cause both the
tax-payer and the department the
same amount of trouble ?

This kind of matter requires the
greatest amount of vigilance. I will
give an example—the example quoted
by the department. You sell an asset
of yours for Rs. 100,000. You have a
saving of Rs. 45,000. Then the one
cancels the other, and you are left
with a dis-saving of Rs. 55,000. Your
net dis-saving amounts to Rs. 55,000.
Now, you are allowed to carry that
forward to the next year. You can do
that. And on that basis, since you
have a net dis-saving of Rs. 55,000,
that has to be kept in mind the next
year, and the year after, till such day
as you can claim a relief on savings,
on the basis that your savings have
now wiped out your dis-savings. In
other words, if there was a certain
degree of vigilance required for the
collection of your taxes in the past,
that has to be doubled and trebled
and kept up from year to year if the
provisions of this Bill are to be
implemented. I say, the whole
administration of the section on
approved savings is going to cause
the greatest number of headaches to
the Inland Revenue Department,

There are all kinds of anomalies.
As I pointed out, on the one hand,
taking a hypothetical case given by
the department itself, as a result of
savings a man is left out of a Rs. 75,000
income with Rs. 16,000 for expendi-
ture, out of which Rs. 10,000 has come
from the sale of land. On the other
hand, he has sold a land worth
Rs. 110,000 for Rs. 100,000, given
Rs. 90,000 to his daughter and is left
with Rs. 10,000. Now, that money is
there as an element in the Rs. 16,000
which is left.

In other words, if he is to survive
on the basis of his savings, if after
effecting his savings he is to survive,
he has to sell a part of his assets. That
is one extreme, one harsh extreme.
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The other extreme which I men-
tioned as an anomaly is the
hypothetical case where, if a man
starts with all the relief and develop-
ment rebates he gets under Section 7
and Section 10 onwards of the
principal Act, he will end up with
money in his hands, with a saving
which is larger than his taxable
income,

The third anomaly I pointed out is
on the basis that the Hon, Finance
Minister is going beyond what he
said in his Budget speech. What he
said in the Budget speech contained
the starter philosophy that this
Government was going to take money
out of circulation for development.
And then he goes and brings
“ approved investments” within the
meaning of “approved savings”.
This not merely produces the ridicu-
lous result in the present drafting of
the Bill that you are going to provide
relief in two ways, once as an invest-
ment and again as an approved
saving, not only are you reduced to
that ridiculous position, but you are
also reduced to the position of
cutting across the philosophy you
earlier announced.

Then again, if you consider this
sub-section (g), you are being
inconsistent. There is an inconsis-
tency. The earlier position was that
the money represented by savings
was in the hands of the Central Bank,
that the money was in the hands of
a prescribed institution, that the
money was in the hands of the
Insurance. Corporation, that the
money was in the hands of the Provi-
dent Fund or in the hands of the
Hon. Minister through the wealth
tax ; those were all Government
institutions. But when you bring
approved investments within this,
you are going outside all that. If you
are going outside that why do you
not regard as savings the money that
a man puts back into his business ?
I am not saying that you should, but
I am saying that it is inconsistent if
vou do not. A large portion of the
money he earns as profits in a parti-
cular year he ploughs back.into the
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business. Why do you not treat that
also as a saving ? If you are to be
consistent, then that also is a saving,
I am not saying that you should treat
it that way but if you are to be
consistent, if you bring “approved
investments ” within the meaning of
“ approved savings ”, then that also is
a saving. Why have you not brought
that in ?

I say, Sir, that this is hasty think-
ing. The Hon. Minister, through this
very innocent sub-section (g) has
gone beyond what he announced in
this House in his Budget speech. That
is my principal charge against him.
And that, he has no right to do—
no moral right to do. Nowhere in the
Budget speech does he mention that
approved investments will come
within the scope of this.

The whole question of incentives
for the purpose of development has
been gone over and over again, year
after year, and we see no develop-
ment. The Institute of Chartered
Accountants of Ceylon—now that I
have mentioned the name of that
Institute I want to plead with the
Hon. Minister to grant them the same
exemptions that are given to corpora-
tions that are listed in the present
Bill. There are a large number of
institutions that are mentioned here
that are to get exemptions from
taxes. Why have you not included
the Institute of Chartered Accoun-
tants of Ceylon there ? Do they not
deserve the same exemptions ?

od & @8, SudiR
(Owerrey Gog. gy et ser)
(The Hon. J. R, Jayewardene)
At the Committee stage.

DEsND oS D,
(8. Quie’ Qerdevr)
(Mr. Bernard Soysa)
Very well.

I want the whole question of who
is to represent the taxpayer in the
Inland Revenue Department review-
ed. Atothe moment, I am aware of the
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fact that at a discussion with the
Commissioner of Inland Revenue
when the hon. Member for Yatiyan-
tota was Minister of Finance, there
was a certain degree of agreement
arrived at. Where you allow a proc-
tor or an advocate to represent the
taxpayer let members of the Institute
of Chartered Accountants of Ceylon
be also on the same level. When an
accountant wishes to represent the
taxpayer, he has to be a person
approved by the Commissioner. In
that category, the second category of
advocates and proctors, include a
member of the Institute of Chartered
Accountants of Ceylon, and in the
first category, say, “ an accountant or
a registered auditor ”—that is the
second group of accountants created
by us—“ approved by the Commis-
sioner of Inland Revenue”. I do not
see why that amendment cannot be
brought in here because you will see
later on in the same section that a
person can be represented by a rela-
tive. The relative may be the greatest
fool between heaven and earth, but
he is allowed to represent a taxpayer
without any approval from the Com-
missioner or anybody else. But a poor
registered auditor is not, even with
the approval of the Commissioner,
allowed to go hefore the Commis-
sioner and plead the case of a tax-
payer. That, Sir, is unfair. And I trust
and hope that the Hon. Minister will
bring in amendments in regard to
both these matters namely, to ex-
empt the Institute of Chartered
Accountants of Ceylon from the pay-
ment of taxes, and accord a member
of this Institute the same status as an
advocate or a proctor, and also to
allow registered auditors, with the
permission of, and as approved by,
the Commissioner of Inland Revenue,
to represent a taxpayer.

Why I was mentioning the Institute
of Chartered Accountants of Ceylon
was for another purpose. That Insti-
tute is doing valuable work in regard
to research on the impact of taxes in
this country. I do not necessarily
agree with all their conclusions. But
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on the question of incentives and the
way in which they operate, there was
a very valuable contribution made
by the Tax Committee of that Insti-
tute, which, with your leave, I wish
to read, because I think it is relevant.

$BowiEn DHNBNGDRS:
(oL FUTFTWST Ijeui&or)
(Mr. Deputy Speaker)

Do you propose to read the entirety
of it ?

82%d octnBZen Swa.
(‘Q@' Quir@. Gerievr)
(Mr. Bernard Soysa)

No, Sir. Pray do not be alarmed. I
can assure you that there is no cause
for alarm. I am reading from page 5
of the memorandum, which is in the
hands of the Minister of Finance, sub-
mitted by the Institute of Chartered
Accountants of Ceylon, on the impact
of taxes in this country :

“The practice of granting subsidies by
making use of tax machinery is one which
cannot be recommended in principle as
it possesses the following  dis-
advantages : —

(a) The actual benefit conferred by the
subsidy depends on the effective
rate of tax of the recipient,
whether individual or company,
and this rate cannot be readily
determined at the time of
granting the subsidy.

(b) No separate record can be kept
of the actual relief granted.

(¢) It is not possible to budget in
advance for such subsidies.

(d) No supervision over the grant of
subsidies can be exercised by the
government department most
qualified to do so. It is prefe-
rable, therefore, that the sub-
sidies granted for the purpose
of furthering economic policy
should, as far as possible, be kept
independent of the tax
machinery.”

“ Subsidies should be kept indepen-
dent of the tax machinery ”. What
are you proposing to do, with all the
relief given in Section 7 onwards of
the Inland Revenue Act, with all the
development rebates, with all the
lump sum depreciation allowances,
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with all the allowances made in
respect of approved investments,
approved projects and the like ? The
new set of reliefs that you are giving
are also supposed to be incentives.
And here is a responsible body—not
Marxist—who have told the Hon,
Minister of Finance that these incen-
tives do not have the desired effect.
It has been made quite clear in this
statement. And what do they say?
In regard to the agricultural subsidy
that is being given indirectly through
the rebate on all moneys spent on
opening up land, here is the proposal
of the Institute :

“As a further incentive for increased
production and a step towards enabling
Ceylon to attain self-sufficiency we
suggest that the direct subsidy system,
of which the replanting and coconut
fertilizer subsidies are examples, be
extended to cover the expenses of clearing
and planting new areas not only in the
major crops but also in subsidiary
foodstuffs.”

It is not tax relief. Give them a
subsidy, and we suggest that the sub-
sidy be given to the peasant, not to
the companies, not to the rich
people; give the subsidy to the
people who require it ; use the sub-
sidy for the purpose of lifting up the
peasant from his poverty-stricken
status. That is what you could have
done. If there was a grant of a sub-
sidy instead of this tax machinery
being used for this purpose, you could
have brought those people into your
scheme, but you cannot do it through
your tax machinery. It only gives
relief to those in the top income
brackets. You cannot give the relief
to the peasant.

This is how the memorandum goes
on :

“If it is not possible to introduce a
systemn of direct subsidy at this stage we
suggest as an alternative that the
expenses of clearing and planting new
areas referred to above should be
allowed to be carried forward for income
tax purposes and set off against income
subsequently derived from the newly
planted areas.”

Carry it forward and set it off against
the income from the newly planted
areas for purposes of tax. That is
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what they propose. What you are go-
ing to do is something else. Even be-
fore those areas begin to produce any
incomes, even if they never produce
any income at all, even if the whole
experiment is absolutely bogus, you
are giving them from the first day of
their entering upon the matter, a re-
bate in relation to their alleged re-
planting, alleged expenses in opening
up land. That is what you are going
to do with this Bill. There is no safe-
guard. You give them the relief ; they
produce no return. How are you safe-
guarded ? How are you going to take
it back ? Is there any machinery for
taking it back ? You do not have it—
not in this Bill. Even the advice that
has been tendered to the Government
by responsible bodies has been re-
jected. Such has been the hurry they
have been in to give all these gifts
to their supporters that there has
been bad drafting, hasty drafting, of
the Bill without examining any of the
proper implications of some of the
things they intended to do. A whole
heap of good intentions of the past
have been brought out in such a way
that it can be exploited for rackets
by other people. This is the sum total
of the Hon. Minister’s Bill. That is
why I say that we cannot be too loud
or too strong in condemning this Bill
as it stands today.

I have taken a considerable amount
of time trying to go through this Bill.

o 3. @i, Ledlam

(Qaorreay Cog. 2yi. uar ser)

(The Hon. J. R. Jayewardene)
Longer than the Budget speech.

DEND @tnRen .

(B QuieL. Qeriewr)

(Mr. Bernard Soysa)

When you produce monstrosities of
this kind it becomes necessary for us
to examine the amendments in a con-
siderable amount of detail.

NG ed. ¢md. HwdIRD

(Qzorrey Coz. 2. e ser)

(The Hon. J. R. Jayewardene)

It is easier to destroy a monstrosity.
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AEsNE cwmiBen .

(8. Qi@ Qerievr)

(Mr. Bernard Soysa)

The father of the Cyclops did not
take very long in producing the
Cyclops but it took Ulysses quite a lot
of planning effort, cunning and
intelligence in order to destroy Poly-
phemus. If the Hon. Minister of State
has not forgotten his classical mytho-
logy, I am sure he will appreciate
what I mean. This monstrosity that
has been produced by the Hon.
Minister of Finance—what does it all
amount to ?

@b 63, @l SeDIAD

(Qserrer Geg. YT QUi e )

(The Hon. J. R. Jayewardene)

Who is the father of the monstro-
sity ?

oCc € i m Sw.
(8. Qevovel]l @emreur sar)
(Mr. Leslie Goonewardene)

Who is the mother ?

B&snd et D

(B Quiey Qeriievr)

(Mzr. Bernard Soysa)

Without getting involved in a dis-
cussion on paternity in regard to a
Bill, the illegitimacy of which I am
prepared to grant at any moment,
I am constrained to say that what-
ever good intentions the Hon.
Minister of Finance may have had,
the basic philosophy of the United
National Party, the dominant partner
in this “seven party-collusion ” with
their support of vested interests both
foreign and local, has led them to
produce this. One part of the defects
of this Bill comes from hasty drafting.

I will show the Hon. Minister a
staggering example in his definitions.
It the Hon. Minister will turn to
page 87 of the Bill, he will find
“preceding partner” defined as
follows :

“ preceding partner” shall have the
same meaning as in the principal Act;”

But in the principal Act itself there
is no such term as “ preceding part-
ner” ; there is such paii-term.as
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“ precedent partner”. I am prepar-
ed to concede that this is a printe:’s
error, but we are passing this Bill
with all these printer’s errors. That
is what we are asked to do.

enHO%Y e

( .@@. Qs et LoeT )

(Mr. Keuneman)

He is responsible for the printing
also.

DE5ND cenBe Do,

(8. Quiey QerdiFr)

(Mr. Bernard Soysa)

The Hon. Minister did not even
show that he was aware of the
existence of these mistakes. I am
sure that as far as the tax depart-
ment is concerned they probably are
aware of these things.

But the last and the most heinous
proposal in terms of the basic philo-
sophy of the Hon. Minister’s Govern-
ment is this extended amnesty given
to tax defaulters. The hon. Member
for Yatiyantota gave an amnesty too.
Now, the Hon. Minister is slightly at
fault in this matter. What does he
say ? “The Hon. Minister of Finance
of the last Government did not get
adequate results with his amnesty.”
If he is arguing on those lines, his
duty is to give a larger carrot and
say it is an inducement. That is what
he must do. He is not even doing that.
That would have been consistent and
logical, although I disagree. What is
he saying ? He says, “I am going to
give another amnesty for another
year.” Is he going to give this
amnesty for next year and the year
after ? Every time a Minister says he
is going to give a tax amnesty there
is a premium placed upon ftax
evasion. Why should anybody
bother to pay? A new Minister
comes along, and he gives him relief.
All the tax evaders who contributed
so generously to put the United
National Party in office are going to
get benefits. This is yet another
Christmas gift for all those who
helped the United National Party to
get, back into office.
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Now that I have said so many
unpleasant things about this Bill,
and I say they are not strong enough,
let me once again go back and say
one or two good things. The hon.
Member for Yatiyantota proposed to
remove this business of somebody
having to pay Rs. 10 for the purpose
of disputing a tax claim. The
removal is a very welcome measure.
But when you take the totality of the
proposals that you have in this Bill,
you have to face the charge that I
made namely, that this Government
is distributing relief in a way that
benefits the people on the top in-
come brackets in this country. Your
inclusion of approved investments in
approved savings, your whole scheme
of approved savings, your reduction
of the capital gains tax, your reduc-
tion of the companies tax, your
reduction of the amount payable by
non-resident companies of 10 per
cent. in lieu of wealth tax to 5 per
cent. your giving all these other re-
bates in addition to the rebates that
are already there in the Inland
Revenue Act will, instead of
encouraging development, leave the
capitalist class of this country, the
rich people, the upper middle-class
layers, with more money for expen-
diture ; far from acting as a disin-

centive to expenditure and an
incentive to production you will on
the contrary create a further

inflationary situation in this country,
a period of bonanza once again for
the capitalists in this country. That
is what you are going to do far from
encouraging national development.
You keep the burdens upon the poor
by direct and indirect taxation.
There is no relief given to the
peasant, to the worker ; there is no
relief given to the middle-class in-
come tax payers, but all the reliefs
that are proposed are intended to
make the rich richer. As I said on the
Second Reading of the Appropriation
Bill, the basic philosophy of this
Government is expressed in the old
song :

The rich get richer, and
The poor get children.
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That, Sir, is the philosophy that
animates this Government. 1 say that
we cannot use language sirong
enough to condemn this Bill, this
piece of legislation designed to fatten
the vested interests that exploit the
country, both black and white. I call
upon this House through you to re-
ject this Bill with the contempt it
deserves.

&. &n. 6.3

8. 8. @l 8bed S dw. (6¢BRSO)

(A e G gy Q& s r—0 F@Cuwn
flop)

(Mr. D. P. R, Weerasekera—Dehiowita)

I think the hon. Member {for
Colombo South (Mr. Bernard Soysa)
has spoken  for quite some time in
detail on this Bill and explained to
the House why we in the Opposition
oppose it. There is another aspect in
regard to this Bill that I want to go
into. On the one hand this Finance
Bill has done everything possible, as
stated by the previous speaker to
enrich further those who are already
rich, and on the other, in this Bill
you have not touched another very
good source of income from which
we could have gathered revenue. Of
course, I am dealing with the sub-
ject of gems. The hon. Member for
Beruwala (Mr. M. Abdul Bakeer
Markar) is an authority on some of
these things I wish to mention. Sir,
one of the richest classes of people
in this country is the class which we
call the gem merchants of Ceylon. I
am not referring to any community,
but I am referring to those who con-
trol the gem trade from the rich
miners to the smugglers, the richest
racketeers in Ceylon. That is what
I want to explain.

Even on this recent trip of mine I
got some very glaring facts, to gauge
the extent to which this racket is
carried on. What I am trying to ex-
plain is perfectly relevant in case
anyone were to say that it is not rele-
vant. I am trying to convince the
House that all these taxes they pro-
pose, they will not be able to
realize.
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Now, there is this source—the gem
trade—which the Government had
not touched, but a Minister of the last
Government——

8. g®eC DL & Qw.
(eD&EC)

[gELs eTih. UGS LTSET wrésri—
Camadn)

(Mr. M. Abdul Bakeer Markar—Beru-
wala)

Sir, I rise to a point of Order. 1
would like to know whether he is
speaking about the gem corporation
or gem merchants ?

g8 %Y, 98 cwedd (wdwsy
e5%d)

(sl erer GTLD. QuBrrr—ui 9w
Carien)

(Dr. N. M. Perera—Yatiyanota)

How can you know before he
speaks ?

Sbetd wé @,

(B FrCsssr)

(Mr. Weerasekera)

I know that he is worried about
what I am speaking of. I am not in-
tending to embarrass any single
individual.

BowiEn DIBTNGNS,)

(eu FUTHTLIST geul&er)

(Mr. Deputy Speaker)

Before I could have given a Ruling,
you have given one. Anyway, you
carry on.

8éeed 08 @,

(8. Frlsésr)

(Mr. Weerasekera)

I am sorry. It was a pleasant cross-
talk with my Friend on the other
side. Forgive me if I anticipated
your Ruling.

My point is this. I referred to the
former Finance Minister’s Budget
where he told us in this House that
he proposed to form a gemming cor-
paration. I am not expanding on the
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subject of the corporation. When the
former Minister of Finance brought .
this proposal before the House, even
the then Opposition including the
present Prime Minister, Mr. Dudley
Senanayake, the Member for Dedi-
gama, accepted my contention that
there is a possible revenue of Rs. 140
million per year from gems. Not
only he, even his father was aware
of the revenue potential from gem-
ming. His father appointed a com-
mission to go into this gem trade.
Some noble relatives of the hon.
Member for Beruwala were also in
that commission and they certainly
agreed that the greatest natural re-
source that this country has is gems.
So, no one is going to dispute that
Rs. 140 million is the possible earn-
ing per year from gems. This sub-
ject was so close to me that I tried to
impress upon the present Minister of
Finance that he pursue this gem
corporation idea.

Recently, on my trip abroad, being
still very interested in this subject,
I inquired what price a good blue
sapphire would fetch abroad and I
was told that it would be as much as

£ 500 per carat. You cannot
dispute that.
Now, what happens ? The total

income Ceylon gets from gems is
only Rs. 4} million out of a possible
Rs. 140 million.

ofed. end. Vol A WD Dw.
(B. eris. Q. Lwew LG TrprusEs)
(Mr. F. R. Dias Bandaranaike)

How many carats ?

8éoesy é e

(8. FrCsssr)
(Mr. Weerasekera)

A negligible amount. This is what
happens when a gem is found in a
mine : A ring of merchants who con-
trol this whole trade represented by
about four persons in Ceylon, fix the
price. They are the only buyers;
they are the only experts in valuation
and they are the only experts in cut-
ting. They come and bring these
prices down and grab the stone. The
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original offer for a stone may be as
low as Rs. 5,000, and they finally buy
it for ahout a lakh of rupees.

Last week a stone was brought
from Embilipitiya. A very rich
trader offered Rs. 5,000. He then
raised the offer to Rs. 25,000, and ulti-
mately paid Rs. 90,000 for the gem.
He also paid Rs. 5,000 to the man who
brought the miner to him.

g RE ¥ @w.
(el 9ligme ursSi LT E&TIT )
(Mr. Abdul Bakeer Markar)

You could have bought it. /

Bdeed vd @can.
(Bm. Frlsrssr)
(Mr. Weerasekera)

TJniortunately I have not the
money. The original offer was
Rs. 5,000 and the final payment
amounted to Rs. 90,000. In addition,
he pays a santhosam of Rs. 5,000.
Now, that stone is also sold in the
blackmarket. It goes abroad.
Foreign exchange does not come
here ; it is credited to his account
abroad. That is another exchange
racket.

If the stone is sold for Rs. 10,000 in
Ceylon, he exports that for Rs. 10,000
in foreign currency. He accepts the
value of Rs. 10,000 in sterling—
[Interruption]. My father is a miner
and your community is exploiting
him for the last forty years.

BIG@I &% DS1B5N WD)
(oL EUTHTWST ojeuiser)
(Mr. Deputy Speaker)

Shall we leave out personalities
and go on ?

8écef S @can.

(8. FrCsrsamr)

(Mr. Weerasekera)

Now, that Rs. 10,000, the value
of the stone, is not brought here. It
is credited to his account abroad in

foreign exchange; so the value of
that Rs. 10,000 is Rs. 30,000.,, This
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money is readily available to any
person who wants currency abroad
when he goes to buy goods or goes
on a trip.

My question, addressed to the Hon.
Minister is, why have you nct tapped
this source of revenue in any way ?
These auctions and sales of gems are
not done in secret. If the Hon.
Minister is prepared I shall take him
tomorrow to the gem auctions. If he
does not want to come, he can send
a decoy. He will see lakhs of rupees
worth of gems changing hands. He
will see lakhs and lakhs of rupees
worth of gems being sold quite
openly. Public auctions are held.
None of those people pay tax. I
make no exceptions. I am not
worried whether they are miners,
gem-pit owners or dealers. My
worry is that we have such a ready
source of revenue in this country and
it is not tapped.

What is the reason for this ? One
reason is that that is the community
which has been the backbone of the
United National Party from its very
inception. At the last election the
main platform against me was the
issue of the Gem Corporation that we
had proposed. The gem merchants of
Eheliyagoda spent about four lakhs
of rupees on the election because they
felt that I was one man who might
one day try to whack them and
destroy their trade. The hon.
Member for Beruwala (Mr. Abdul
Bakeer Markar) held public meetings
in Beruwala on the same issue.

This is a subject on which I have
good backing from Goverument
back-benchers themselves. Those in
the U. N. P. who know the subject,
who know the amount of exploitation
that has taken place in this country
in the last 50 or 60 years, and who
live in the gem producing areas will
back me one hundred per cent. The
hon. Member for Kalawana
(Mr. Pilapitiya) is nodding his head.
I am sorry the Hon. Minister of
Finance has not thought it necessa
to do anything about it. These
people do not pay income tax
because, they do not declare their
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earnings. Out of Rs. 140 million
accepted, if the total amount that
has been declared and sent through
the correct channels to the customs
is only Rs. 45 million, you can
imagine the amount of profit that has
been made from the stage at which
the stone is sold to the stage at which
it is smuggled out of the country.

Recently, one very important
person in Ceylon went to Tokyo and
carried with him 45 lakhs of rupees
worth of stones. I know what I am
talking about. At that time in Hong
Kong was another Member of Parlia-
ment, and the person concerned
discussed the matter quite openly,
unaware of the presence of this
Member of Parliament.

An hon. Member of this House
recently took out with him two blue
sapphire rings and a blue sapphire—
[Interruption]. I can name the
person from whom he bought them,
the date, and the amount he paid.

cBC OB Swlion dcu.

(‘&3@. G‘?@}é}rxz},msﬁr gvgm@fﬁr.@w)
(Mr. Shelton Jayasinghe)
This is a serious matter.

Béeesd D e,
(8@ FrCsssr)
(Mr. Weerasekera)

To clarify the matter further, I
may say that he is not in the House
now. I have not mentioned his
name. I am only saying that this is
a racket that is carried on. It is a
racket not only on the part of so-
called traders but also involving
people at the top. I have said that
he is not a Member of this House.
He was a Member of this House. He
is not a Member of the House now.
People in very high places are
indulging in this racket. Some
smuggle their own stones; others
take them out for the purpose of
foreign exchange; still  others
smuggle them on a commission basis.
A commission of 10 per cent. is paid
to the party that is bold enough to
take the stones out.

Hewldm O57L) O DC®
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8. 8. ¢3P8cry T (WREOBENG)
(8. M. Q. s LR ms—as__ Qaoure)
(Mr. T. B. Subasinghe—Katugampola)

Some people sell pieces of glass!

8éetd S Dean.

(B dtrCesar)

(Mr. Weerasekera)

If I were to go into the methods of
smuggling gems I will be digressing
from the subject.

The amount of profit made by these
people has to be shown to the Hon.
Minister. When a mine is worked the
labourer and the poor gem worker is
paid only Re. 1.50 per day. That is the
maximum amount a gem pit worker
gets. Of course, he is told that when
there is a profit he will get a share
of the profit. However, when you
work it out mathematically the poor
worker gets 3 per cent. of the proiits
and the land-owner gets 20 per cent.
of the profits without doing anything.

Bowddn DS1ENGDDE)

(e FUT BTIIST Seut&er)

(Mr. Deputy Speaker)

Now you are straying from the
subject.

géets & e,
({fﬁ@ FrCs&sT)
(Mr. Weerasekera)
I am showing—

$ecT &% DO BNGWDNS)

(.U GuUIr FrUST Sjaur&er)

(Mr. Deputy Speaker)

Your statement that they have not
been taxing this class of people is
relevant. Now—

Sbowd »é e,

(Bp. TrCsdar)

(Mr. Weerasekera)

I am going to show the Hon. Minis-
ter how much money he can recover
from gem pit owners, dealers in gems
and jewellers.
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Bewids DAsN@EDRS

(e FUTpTWST Ijeur&er)

(Mr., Deputy Speaker)

Your suggestions are no doubt use-
ful. But now we are discussing an
amendment to the Inland Revenue
Act for certain purposes.

Séoed S .

(B ffrCssar)

(Mr. Weerasekera)

I am criticizing the amendment on
the ground that all possible sources
of revenue have not been included.

B30wdSn D152 Ss

(el suTpTLST Dauiser)

(Mr. Deputy Speaker)

That question really does not come
up. Although I allowed you to make
some suggestions, you are now going
into details that do not come within—

aé 957 BN
(Qzerres euareflpriiss)
(The Hon, Wanninayake)

He must discuss the revenue pro-
posals.

8éeed S O,

(B@. &rCssar)

(Mr. Weerasekera)

I am trying to stress the fact that

there are a lot of possible taxes which
he could have imposed.

Bocden D1 5NeNS,)

(et surpruss eurser)

(Mr. Deputy Speaker)

The hon. Member must remember
that the Budget Debate is over.

8lee’ 8 @,
(B Frlssam)
(Mr. Weerasekera)

Unfortunately I was not here for
the Budget Debate.

I am urging the Hon. Minister, even
at this late stage, to take up the Gem-
ming Corporation proposals of the
previous Minister of Finance despite
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all the opposition he will have to face
from his own party. You will have to
face terrific opposition from your own
party. This is a national cause and
quite apart from political differences
we can get together on this matter.

We oppose your finance proposals
on saveral grounds. One of the
grounds is the details mentioned by
the hon. Member for Colombo South.
Secondly, I am personally completely
opposed to this because the largest
capitalist class in this country, the
biggest exploiters of national resour-
ces of this country—with due defer-
ence to the few honest gem merchants
—the gem racketeers of this country
who are sucking the life-blood out of
us, the exploiters of tha poor gem
worker have not been taxed. They
should be taxed very severely. They
are making something like Rs. 136
million in foreign currency in a year
and much more in local currency.

If the Hon. Minister has any inten-
tion »f carrying out the proposals of
the former Minister of Finance with
regard to the establishment of a Gem-
ming Corporation we are prepared
to support him. As you have not in-
cluded this in your proposals and you
have given tax relief to the largest
capitalists in this country and you
have given complete tax exemption
to the gem merchants who form the
richest community—and the richest
business circle—in this land, I am
unabie to support you in any way.

As you are not prepared to permit
me to expand on this subject

BT En DO1ENcEmR©,
(2u surprustr seurser)
(Mr. Deputy Speaker)

I am not trying to prevent you
from speaking. I only want you to be
relevant. T allowed you to speak
because this Bill seeks

“....to provide for the maki
declarations within a specified plé;'?c?d 3
the accumulated profits and income i
the possession of persons w et

ho
evaded payment of income tax, . .”h oo
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It was on that ground that I allowed

you tc speak but you have now gone

into details.

8éetd ®S .

(5. Hrlrasr)

(Mr. Weerasekera)

I want to point out how the hon.
Minister has failed to tap one of the
sources from which he can collect
tax.

BDowles DENGDDHS

(e-L) SLITBTWST jeul Sar )

(Mr. Deputy Speaker)

The hon. Member has developed
that argument.

8éced S e,

(Bm. FrCssar)

(Mr. Weerasekera)

No. I want to show the amount of
money that owners of gem mines
make, the hundred or two hundred
per cent profit that they make and
the rackets formed to cheat the
Income Tax Department.

BewEn DSk

(o.L1 FLITHTLST jeul &6 )

(Mr. Deputy Speaker)

The hon. Member can speak on
matters in regard to evasion of tax.

Bbod ®S D

(Bas F1Cs&aT)

(Mr. Weerasekera)

This is the method adopted by
these men in order to evade tax.
Gems are found, and the owners or
shareholders of pits get together and
privately send messages to buyers
who belong mainly to the Muslim
community, but not necessarily <o
because there are Sinhalese buyers
too now. The buyers meet at a
private residence. These sales are
fairly well advertized. If the Income
Tax Department is interested they
can always go there and get infor-
mation. The D.R.O’s and G.As of the
areas are aware of the dates e which

Bewldm 9578 O&H VCw
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these auctions are held. When the
stones are being auctioned the
dealers form themselves into a ring
to under-bid and buy the stones
cheap. Invariably the gem mine
owner also gets into this same ring.
I am not blaming the buyers only.
Sometimes they make a private
arrangement with the owner of the
stone. They will say, “ Look ! We are
going to bid low. We will bid only
up to 25 per cent of the value of the
stone. You are also coming with us.
When we re-sell the stone we will
give you a percentage of the profit.”
In that way a stone worth a lakh of
rupees is bought for ten or fifteen
thousand rupees. That stone is
immediately re-sold on the same day
to the highest bidder among them-
selves. [Interruption] This is called
“thundu ”. Thus a stone which was
first bought at the low value of
Rs. 10,000, if re-sold for Rs. 20,000,
i.e. the price offered by the highest
bidder in the group, the difference
between the Rs. 10,000 and Rs. 20,000
is divided equally among those five
or six people who form this ring.

8. 8. @8aC w. (S¥mEd)

(Bm. . F. gy so—@)7sGerf)
(Mr. D. P. Attygalle—Ratnapura)
Including the owner.

8éeed 6 Dea.
(8. FrCsrsar)
(Mr. Weerasekera)

Including the owner. I am glad
there is another supporter for me on
this issue. My successor the hon.
Member for Ratnapura (Mr. Atty-
galle) is backing me a hundred per
cent on this question and he knows
the truth of what I am saying. The
gem mine owner has already made
a very big profit by his secret arrange-
ment with the original buyer. This
stone that has fetched Rs. 20,000 or
Rs. 30,000, when it reaches the final
point in Beruwala, Eheliyagoda or
Colombo, fetches a price of about
Rs. 1 lakh. All three of us Members
are aware—this is quite out of party
politics—that some stones bought in
Ratnapura for Rs. 3,000 have gone up
toRs..100,000. We can name people
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who have purchased stones for
Rs. 3,000 and resold them finally in
Ratnapura, Eheliyagoda or Colombo
for Rs. 100,000.

You can see the enormous profit
made by the middlemen between the
miner and the final buyer in Colombo
or Ratnapura or Eheliyagoda. All that
is free of tax. There is no record in
any book. The finder of the stone
does not enter the transaction in his
books and so he does not pay tax.
The first buyer takes advantage of
that situation, does not disclose the
seller and he evades tax. The final
buyer who pays Rs. 1 lakh also does
not declare the transaction because
the other two had not done so and
he also evades tax. There is thus an
income of Rs. 97,000 which goes tax-
free. The money does not go into
the bank too. There is no record of
that money anywhere. Thereafter,
this stone bought for Rs. 1 lakh by
the final buyer is smuggled to
Hongkong or India or even to West
Germany or England.

What happens then ? That stone is
smuggled out of the country and no
currency comes into this country. It
is valued at one lakh of rupees and
that one lakh worth of foreign
exchange is paid to his credit in a
foreign bank. The man who wants
foreign exchange will go to that man
and pay three times the value of the
money, that is, the blackmarket
value of foreign currency, And all
this is tax free. This is what happens
in the gem trade. This is no cheap
smuggling of a fountain pen or a
wrist watch. This is the thing that
is being done by influential and
respectable people.

gD IRNE @8 Oc.
(@@L Sylige ur&8r wrasri)
(Mr. Abdul Bakeer Markar)
By politicians as well.

8éeed S D,

(8. FrCssa1)
(Mr. Weerasekera)

A large number of politicians.
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If you go past Eheliyagoda you
will see the palaces in which these
gem merchants live. Their palatial
houses will show the money that they
earn. The Inland Revenue Depart-
ment can easily check on these
things. Just as much as a person
who suddenly buys an expensive
car or a land is questioned by
the Inland Revenue Department, S0
when a person puts up a palatial
building he must be questioned in
regard to how he got the money. But
that is not being done at present.
When a person buys a land he is
asked how he came by the money but
when a person puts up a building he
is not questioned. If that is done, a
number of tax dodgers will be
rounded up. In a particular street in
Beruwala there are palatial houses
each worth three or four lakhs of
rupees. They have been put up by
people who started in the gem
business three or four years ago with
a table and an iron safe——

Ofd, @d. Rwed AHMEING D,
(‘@@ GTL. QY. L_WIeW LIGRTL T BTUiSs )
(Mr. F. R. Dias Bandaranaike)

And no currency !

8éeed 8 s,
(B dtrCss55T)
(Mr. Weerasekera)

These are the people who are
defrauding the Government of
revenue,

The Government should see to it
that a few people do not exploit the
resources of this country for their
personal advantage. I am happy
that in this matter I have the support
of the hon. Member for Ratnapura
(Mr. D. P. Attygalle) and the hon.
Member for Kalawana (Mr. A. Pila-
pitiya), both stalwarts of this
Government, and who are aware of
what is happening in the gem
industry today. 1 am sure that
despite the opposition of the hon.
Member for Beruwala (Mr. M. Abdul
Bakeer Markar) they will support
the Minister of Finance in the
proposal put forward by the former
Minister of Finance,
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g ARE &iwd .

(@)L LG UTSGST LrESTi)

(Mr. Abdul Bakeer Markar)

Much has been said about
racketeering in gems, and in fairness
to the genuine gem merchant, I must
say that he is for putting down the
racketeering in the gem industry and
trade. While it is true that there is
racketeering, it is also ftrue that
there are genuine traders.

If income is to be taxed it must be
taxed in the proper way, and there
are ways and means by which gem
taxes can be imposed. The gem
merchants are not opposed to
taxation. In fact, they are very good
income tax payers and those who are
in that trade, I think, are enriching
the Government in that way. They
may be Muslims or non-Muslims,
they may be from Beruwala or
Ratnapura or any other place in the
Sabaragamuwa Province, even from
Balangoda, but it must not be said
that all those people who are gem
dealers or merchants are racketeers.
As against that accusation, I might
speak of the rackets in loading
invoices, exchange rackets and so on.
There are various others who are
doing a disservice to the country by
sending out money illegally.

The gem trade, on the other hand,
requires skill. I think the hon. Mem-
ber for Dehiowita also comes from a
family that has engaged in this trade
and has made money in that trade.
It is not everybody who can study a
stone or gem, assess it and give its
correct value. Those who are skilled
in the trade are in a position to buy
certain gems and make quite big
profits. But why did not the last
Government take steps to tax them ?
The previous Government was in
office for nine years; they knew of
these rackets. They knew that in the
gem trade there was so much of
money to be taxed but because of the
many difficulties in collecting the
taxes they took no steps to tax them.
But what did they intend to do?
They wanted to start a Gem Corpora-
tion. We were opposed  to, the

Bewldm O5YE) ®en D s
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nationalization of the gem trade
Most of the gem traders come from
my constituency. They are prepared
to pay taxes, they are prepared to
pay all legal dues and are prepared
to help the Government to collect
taxes.

¢3@15r¢5 DuY. 98, cueldh
(srfl&s erer. er. QuGrrr)
(Dr. N. M. Perera)

Why are you opposed to the Gem
Corporation ?

eDeC IRNE 2wnd Ow,

(@ Sligiey UTSET wr&er)

(Mr. Abdul Bakeer Markar)

Just as much as we are opposed to
certain forms of nationalization, we
are opposed to that also, because we
know that in the gem trade a corpora-
tion cannot introduce the kind of
reform that a certain hon, Member
wanted introduced. We know that a
Gem Corporation is not going to help
that trade. At least now, we get
quite a large sum of money by way
of taxes but once the Gem Corpora-
tion is established, there will be
rackets within rackets, and so the
country will not benefit.

arn8a 957, 08, cueld
(sdr G erer. erth. QuUGrT)
(Dr. N. M. Perera)
Explain to us!

eDeC ARE Simd @,
(@ Slige UTEET Wwr&smr)
(Mr. Abdul Bakeer Markar)

I will say this. If the Government
imposes taxes, the gem merchants are
prepared to pay the taxes.

@ 8w 95y, 98. cuseddh

(serf& erer. erth. QuCror)

(Dr. N. M. Perera)

They are not paying ; they are only
prepared to pay.

D ARE &1l O,

(@) g UTEET Lr&&T)

(Mr. Abdul Bakeer Markar)

Some of the gem merchants have
paid large sums of money by way of
taxes:
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déoed S cm.
(Bm. FrCséar)
(Mr. Weerasekera)

Not on gems, on other business !

g RDE b O,

(@ Yl UTEET wre&sni)

(Mr. Abdul Bakeer Markar)

It is for the Government to see
that those things are not permitted.
But please do not tar them all with
the same brush. Rackets and
smuggling are not confined to any
particular community.

Béed S D¢t
(8. HrCssar)
(Mr. Weerasekera)

I did not say that.

e RS wd O,
(el Sume ur&8r wra&srr )
(Mr. Abdul Bakeer Markar)

Many gem merchants come from
Beruwala.

e 8w Y. 8. osedds
(sorf&G erer. erwd. QuGrar)

(Dr. N. M. Perera)
This is not a communal business !

g ARNE s A,

(@l Sigme LUTEET r&sn)

(Mr. Abdul Bakeer Markar)

At the point of mining, at the
point of sale, and at various other
stages, taxes could be imposed. When
a gem is taken out of the mine you
just cannot value it. It has to be
cut, polished and it is in that process
that the gem acquires value. Unless
you use skill and technique in cut-
ting it and polishing it, a gem does
not acquire that value. They have
made money and they are prepared
to pay whatever tax that may be
imposed on them. Therefore, speak-
ing for those who are in that trade
in my electorate, I say that whatever
taxes you impose they are prepared
to pay, but the only thing is that they
should have the freedom and inde-
pendence to carry on that trade.

1965 R emIRE 19
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@i8w 05y, 8. cwell
(soor @ erar. artb. QuGrrT)
(Dr. N. M. Perera)

I have a few observations to make
for the benefit of my good friend
from Beruwala, who made some
remarks which, I think, deserve
some kind of reply.

This is not a communal issue. I do
not want hon. Members to run away
with the idea that this is a communal
issue.—[Interruption]. You tried 1o
give the impression that we are bat-
tling with a communal issue.

In point of fact, the present people
who do a lot of smuggling are mostly
Indians—most of them are illegal
immigrants or people who are stay-
ing on visas. I happen to know that
because I made a special study of this
after I became Minister of Finance.

As it happens I was the Chairman
of a sub-committee way back in the
State Council, when your distin-
guished relation, Mr. Claude Corea,
was the Minister of Labour, Industry
and Commerce. He was responsible
for the setting up of the committee
on the whole gem trade. Mr. Dudley
Senanayake, the present Prime
Minister was my colleague in the
same Executive Committee. The two
of us were in that committee and we
went into this whole question.

That committee disclosed the exist-
ence of a certain ring and recommen-
ded the setting up of a sales room
where gems could be sold, where the
person who is actually gemming
could get a reasonable return for his
trouble.

The State loses a lot of money. The
man who actually goes down the pit
and is responsible for bringing out the
gem gets very little. It is the outsider,
the middleman, who gets the money.

I do not want to go into all the
details as I will be completely out of
order, but I do want to point out that
this is something where we lose 3
tremendous amount of foreign
exchange, and that is relevant so far
as this Bill is concerned.
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Unfortunately, my honest effort to

try and break this ring has led to

some questions being asked by an
hon. Member here about my bona
fides in this matter. This resulted
from my visit to Hong Kong. I have
given these facts before to the House,
that in the year 1964—I went to Hong

Kong in September—up to Septem-

ber 1964 Rs. 33 million worth of

Ceylon gems had been exported from

Hong kong to the United States of

America. Now how much of these

gems have gone out of our country

openly through the Customs ? Only

Rs. 3 lakhs worth of gems had gone

out of Ceylon according to our books.

What does that mean ? It means that

Rs. 30 million worth of gems have

been smuggled out.

Sboed & Swn.

(B Fr1Csrs550)

{Mr. Weerasekera)

That is only from Hongkong.

Goudw OuY. 8. eweld

(sor g erer. erb. QuUGrri)

(Dr. N. M. Perera)

My point is this, Mr. Minister of
Finance. Here is a rich source of
foreign exchange. [Interruption] I
agree it is a racket all along the line.
That is why I decided on the Gem
Corporation—I do not want to go
into the details of the working of the
corporation—so that there will be
some type of control from the time
of mining right up to the time of ex-
port because if you do not have some
sort of control right down the line,
at any particular point they can
break through. That is why there
should be a corporation. It is not
meant to be a sort of nationalization
of all the dealers and so on. No. The
corporation is going to be an indepen-
dent one.

e 2RE 18 Ow,
(@l Syligisn ure@r LOT & &I )
\Mr. Abdul Bakeer Markar)

There should be some other way! of
doing it.

BHewidm @578 ®ew AC®
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Gnde 957, 8. ewedd

(sorf@ erer. erth. QUGram)

(Dr. N. M. Perera)

If you can suggest any other
method, I think, it will be most help-
ful. If I remember right, when dis-
cussing the Bill Mr. Hussein Macan
Markar, one of the experts on gems
—[Interruption]. Why not? The
whole family are traditional gem-
mers.

@ad; Ps¥folewny

(Qaorres oymsssaur el )
(An hon, Member)
There is rivalry among them also.

18 O5Y. 98, cvedd

(sor g erar. erib. QuGrar)

(Dr. N. M. Perera)

I do not know, Sir, but I understood
that the Macan Markar family was
fairly expert in the subject of gem-
ming and I know that a large number
of people go and sell their gems to
the Macan Markars and the Gaffoors.

oG VW RDoowy
(Qserrar omssseur sapeir )
(An hon, Member)

Not Hussein.

Grnda Y. 8. cuedd
(@or @ erer. erb. QuGrow)
(Dr. N. M. Perera)

Not Hussein, but the members of
the family.

Anyhow, on that occasion I
appealed to the House to suggest any
changes, alterations, any new
methods that can possibly bring
revenue to this country. That was
all I was concerned about.

When I became Finance Minister
I found that gems were being under-
valued because there was no person
in the Customs competent to value
gems. That is what the Hon. Minis-
ter of Finance should take note >f.
We have not a single person in the
Customs to value gems. [Interrup-
tion]. T do not want to go outside
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this particular Bill, but this is rele-
vant in so far as the Hon. Minister of
Finance is concerned.

Bewidn DSiBNGWDRHSs
(e FURBTWST 26Ul &6T )
(Mr. Deputy Speaker)
Tax evasion.

@ da Y. &8, cweld
(serf@ erar. ertb. QuGrrr)
(Dr. N. M. Perera)

You are perfectly correct, Sir, but
apart from the matter of tax evasion
there is something more in this.
Gems will have to be valued if we
have a tax or duty. Since there is no
duty the Customs officers said,
“This is not our job; we will not
value ”.

There was one expert we had
earlier. Within a matter of three
years he made a few lakhs of rupees,
gave up his job, left the country and
went off.

oG s3FDSowy

(Qserrey HymsS ST Heu)
(An hon. Member)
He made a few millions.

@G8n O35y, 08, cvedd
(s B & erer. ern. QuGrrr)
(Dr. N. M. Perera)

May be he made a few millions : 1
do not know. Anyway, the man
cannot be found now. I think, he
did not pay income tax either. He
just collected his bag and baggage,
property, everything and went off.

Therefore, in the last Budget I
suggested a 5 per cent. duty—a
nominal duty—as an export duty, in
order to force the customs people to
value gems. As a result of that you
will find that the Customs people are
obliged to value every gem that

goes there. That is one way of
checking.
There is another thing that

happens. This is a matter over which
you are losing foreign exchange.
They imported what are called un-cut
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gems from abroad in order 1o cut
them here and polish, generally
useless stuff that we call dalang.
That is the utterly useless, neglected
stuff you pick up as rubbish from gem
pits. Now, that particular function
or act is genuine.They are brought.
What is entered in the Customs
books is that so many pounds or
rupees worth of these un-cut gems
have been brought in. What is
exported is something quite differ-
ent. Cut and polished gems of real,
and genuine value are exported, and
who is going to check them ? There
is nobody competent in the
Customs to check.

Of course, it is easy to get round
some of these officers to see that theze
are passed through because big
money is involved. There are
various ways by which foreign
exchange is lost to this country, and
various ways in which income tax
evasion is taking place. Since lakhs
are involved in this gem business,
nobody is prepared to declare his
real income. The Hon. Minister
knows that during my time and
even prior to that, there were a few
raids made in Eheliyagoda as well as
Pettah, and I think we collected
about Rs. 2 milion. Most of them
involved gem dealers. [Interruption]
—Indians also. In the Eheliyagoda
case, it was a Sinhalese man who
was involved. You will find that
your department has a big job of
tracing these people. It is easy to
hide gems, and then they have
various ways of hiding money.

As soon as I came in, I never made
any announcement that I was going
to demonetize the fifty-rupee note or
the hundred-rupee note but there
was that rumour. The people who
were most worried were the Beru-
wala people. They are, apparently,
the biggest hoarders—not all, some
of them.—[Interruption]. Agreed.
That is why in recognition of that,
the Hon. Minister has followed up
with the amnesty that I originally
suggested. The only thing is that
this amnesty cannot work twice; I
hope it will. But, generally, if it
works, they will say : next time also
we will get it. And they will wait


http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

1697

e B Guewd® (weewidm) v engylom
[g:23a OF. &8, eweld]

till the last moment.—[Interrup-
tion]. They want to just pass it
without discussion.—[Interruption].
In this Bill? I am going to discuss
it ; I have some suggestions to make
with regard to that.

I was only discussing the methods
of evasion and so on. Before I
proceed, may I point out to the
Minister that the whole question of
your department has to be considered
when introducing this Bill. That is
one of the biggest problems that I
have had. Are you able to rope in
all the people who ought to pay
income tax ? We have a population
of 11} million ; that is the estimated
population today. About a year
back, after the 28,000 income tax-
payers were . released, we had
barely 40 to 50 thousand paying
income tax. I must say, thanks to
the efforts of the department—when
I became Minister of Finance I gave
the Commissioner of Inland Revenue
a target of 120,000 income taxpayers
as the minimum immediately—we
have now reached up to about 1 lakh,
if I am right, of income taxpayers.
That is a woefully inadequate figure
for the amount of peonle who are
capable of paying incoma tax in this
country. As a matter of fact, one of
the suggestions I made to the depart-
ment was that if anybody has a car
in the village, it should start on the
surmise that that person should be
liable to pay income tax, because, if
you have a car the minimum expen-
diture involved is Rs. 300 a month on
the car alone ; otherwise, you cannot
maintain it. If you start on that
assumption you will rope in a
substantial number of people in the
villages.

I am very glad the department has
undertaken this responsibility of
decentralizing. They are working
sucessfully at Kurunegala. There is
a branch working at Jaffna ; there is
a branch working at Xandy.—
[Interruption]. I do not know
whether the Kandy branch is
working. Unfortunately, we cannot
find a suitable office
Surely, the Hon. Minister of Food

BHewidm 0578 ex BC®

in Kandy.
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and  Agriculture can  provide
reasonable quarters for the Income
Tax Department in Kandy. He has
enough influence; and the Deputy
Minister of Finance is a big man in
Kandy.—[Interruption]. You have
got a place ? You have not started
yet. I am glad to hear that Kandy
is going to have a branch. We should
have started one there long ago. So,
we have got branches at Galle,
Jaffna, Kurunegala and now at
Kandy.— [Interruption]. And
Badulla. All these big towns should
have branches. But, may I say this:
they must be complete branches. If
yvou have to refer back for files to
the centre, then your branch is not
going to work satisfactorily. Your
branch must have all the files that
are required for the work there. You
cannot have half the files here and
the other ha'f there. It must be a
complete branch with responsible
officers, able tu rope in every possible
person who must pay tax. I believe
we should be able, if we work syste-
matically, to rope in at least 23 lakhs
of people who are income tax-
payers. That is the one point on
which the hon. Appointed Member
(Mr. Singleton-Salmon) and I agree.

Dfd. @, Ve’ AGHWEINGD e,
(Bgs. erls. gyif. LwWov LSTLTIBIUES)
(Mr. F. R. Dias Bandaranaike)
How did that come about ?

#n8e DY, O8. ewedd
(serf &S erer. ertb. QUCrrr)
(Dr. N. M. Perera)

We want to rope in more and more
income tax-payers.—[Interruption].
That also will be a way of making it
unnecessary to put indirect taxes.

Ofd., @ld. Qwed’ AeTNNeD e,
(8p. erls. oy, Lwe LSTLITpTLSS)
(Mr. F. R. Dias Bandaranaike)

He says that you can tax anything
except Salmon.

g8 DY, OB, cueld
(sor B & erer. erh. QuGrrm)
(Dr. N. M. Perera)

Provided they are “single.”


http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

1699

6 Bu qew® (weexi@m) omzy emJPe®

The question with regard to de-
centralization is important. Your
staff is inadequate. Even your clerical
staff is inadequate. Have any persons
been taken ?

ady DY B35S

(Qserrey eueraflpriss)
(The Hon. Wanninayake)

A Supplementary Estimate was
passed.

@8 O5Y. 9. ewedd
(sor B & erer. erb. QuGrrm)
(Dr. N. M. Perera)

They wanted about 200 extra
clerical hands in order to speed up
work. Money spent on the Income
Tax Department is fully justified.
I remember I said I am not prepared
to stint any money as Minister of
Finance for the Income Tax Depart-
ment. I was quite prepared to give
money because that is the major
revenue earning department. The
Customs and the Income Tax Depart-
ment are the two major revenue
earning departments. We must be
prepared to provide all facilities that
they require for the purpose of earn-
ing the maximum amount of revenue
that we want.

Those are two of the side issues
that I wanted to raise with the Hon.
Minister of Finance before I dealt
with the main question.

This Bill is one part of his Budget
proposals. The Hon. Minister will
remember that his Budget had two
parts as far as the revenue proposals
were concerned. One part dealt with
what may be considered to be '_the
capitalist class, the income tax paying
class. Those people were to be
relieved to a substantial extent in
order to encourage private capital,
private investment. That was the
theme song of my good Friend, the
Hon. Minister of Finance. The second
part dealt with what I can only con-
sider to be the pretended lowering
of indirect taxes to benefit the poorer
classes, namely, the reduction in the
price of kerosene oil, dhal, chillies,
onions and so on in order to benefit
them.

1965 RemxdE 19
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If you will permit me, [ wish to say
just one word about kerosene oil. We
were told that this Cabinet was going
to be the super Cabinet ever produced
in this country with all the best
brains in this country, of all the
parties—the so-called National Gov-
ernment Party. It was going to have
all the best brains of all the best
parties they can find.

BecTen 15NN
(e sUTFTWST SeuT&er)

(Mr. Deputy Speaker)
Without the golden brains.

G128 Y. 98, euedd
(srB@ erav. erb. QUGrrr)
(Dr. N. M. Perera)

Exactly, without the golden brains.

They cannot tackle this simple
question of kerosene oil. All these
excellent brains cannot tackle this
simple question of kerosene oil. I do
not uncderstand. This was the one
benefit that was supposed to pass on
to the poor working class and the
peasantry. What has happened to-
day ? The kerosene oil is selling at a
much higher price than before the
Budget. It is Re. 1.20 a gallon today—
20 cents a bottle. It was less before
the Budget. Why ? They passed an
Order fixing prices. Surely, the
golden brains must understand that
when you fix prices you have to fix
prices somewhat differently in differ-
ent places taking into account trans-
port cost the trouble that the dealer
has to take in order to get a small
return for the amount.

HE8e2] @md. 8. agdandsnwm S,
(e O G)

(8ms @PAwrCar gi. . v ar
BT ULI& B— 9] & &6oT FEVE) )

(Mrs. Sirimavo R. D. Bandaranaike—
Attanagalla)

Grass for the bull.

Gehda Y. O8. oueds,

(soor S eror. ern. QuUCror)

(Dr. N. M. Perera)

Yes, grass for the bull. You know

the kerosene carts that go about.
They. did not even provide for grass
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for that bull. With what result ? All
the dealers said, “ We are not selling
any more kerosene oil. My friend, the
hon. Member for Kolonne and all the
others went and howled before the
Prime Mirister or the Minister of
Finance, 1 do not know, or the Minis-
ter of State who, I think, is now the
General Manager of all these. They
went and complained to him and the
result was that that order was remov-
ed. What has happened ? There is no
control at all. The dealers are selling
at any price they want and are mak-
ing any amount of profit.

I read a news item in the papers
the other day that the corporation
intends to sell kerosene oil direct. I
would like to see that being done.
They will never do that. This kero-
sene oil, up to now, has been sold in
the village. The carter goes to every
village. He goes to every house. He
drives his cart and takes the kerosene
oil to the doorstep. Do you think the
corporation is going to do that ? No.
In other words, your order was cor-
rect, in the sense that you had to
have an order fixing the price. Other-
wise, you cannot even take a person
to court and say, “ He has been sell-
ing kerosene oil at an excessive
price. ” You must have an order but
the order must differentiate between
the various areas and make a reason-
able allowance for the trouble neces-
sary for the man who is selling the
kerusere to live. As the hon. Leader
of the Opposition said even to provide
the grass to the bull tied to the cart,
and so on. They did not do that. The
result was the only beneficial thing
which was tangible that the Budget
was supposed to provide the poor
masses was also not available.

As for potatoes and onions, for
many months we could not see any
potatoes. We do not know where the
potatces are. There are no potatoes

available.

od. 8 Qe Hmé 8w (88vd)
(Bag Co. 9. auwuCsrssr—i8fsw)
(Mrs. J. P. Obeyesekere—Mirigama)
It is 75 cents a pound.

Bewldm 978 @ed DCw
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GHrnda 95, O0. cwedd
(sor 5@ erer. et QuUGrrr)
(Dr., N. M. Perera)

There you are, the housewife says
75 cents a pound. Now, while you had
provided benefits in your Budget for
the pnorer classes, those benefits were
not only negligible but evanescent;
they have vanished. There have been
no benefits at all.

You are very anxious now to get
this Bill through to provide all the
benefits to the capitalist class and I
am starting with your capital gains
tax. In the Second Reading of the
Appropriation Bill I urged that there
may be a case for lowering the capi-
tal gains tax under certain circum-
stances. The Hon. Minister should
not treat the capital gains tax in a
general way as he has done. There
are speculative actions. When people
buy shares they buy for pure specula-
tion. When people buy estates or
houses they buy for pure speculation,
in order to sell at the earliest possible
time, generally, within a short time,
so that they can make a reasonable
profit for themselves. This is parti-
cularly true of those who are deal-
ing with shares in the share market
all the time. I think, it is most un-
reasonable to reduce the capital
gains tax in such cases. If the Hon.
Minister really wants to prevent un-
fair gains, gains which the specu-
lator is not entitled to, then he should
never have reduced the capital gains
tax in those cases.

But where you get people who have
not bought property for speculative
purposes, or have bought such pro-
perty some time back which, in
course of time, has appreciated in
value, there 1 can understand your
reducing the capital gains tax. Those
are cases for the Hon. Minister to
say, “Yes, in these cases a reason-
able reduction in the capital gains
tax can be allowed because this was
not voluntary, this came in only by
effluxion of time and, therefore,
there should be a reduction in the
capital gains tax.”
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This matter was urged by me in
the Second Reading of the Appropri-
ation Bill and the Hon. Minister did
not pay any attention to that. He
might have considered that matter
and provided for it in this particular
section.

Becd & DSIsNGDDNEL
(el FUTpTWST SjaIr&er)

(Mr. Deputy Speaker)
Are you on a new point ?

g8 %Y. 88. cueds
(sar @ erar. erib. QuGrsm)
(Dr. N. M. Perera)

Yes, I am dealing with the capital
gains tax.

#owddn D sNwDBIEH
(e surpruss gerser)
(Mr. Deputy Speaker)

Will the Hon. Minister of State
move the adjournment ?

OB odD ¢ wm T Poeuw O
gy 892 Bdicws o mam ci

doxsy B8 Bdew 1965 R ool 20 Ow
Rgg COW O Gued.

20Cunrg 9. u. T weflur® HLCa serulen
pLeigsenzser @aLPmssuud, darsn 855
owssuQuing.  deaenrgity 1965, @sGoaun
20 g0 Haf yseBenn Ber prbuLOTFLD.

It being 7 Pp.M., Business was inter-
rupted, and the Debate stood adjourned.

Debate to be resumed on Wednesday.
20th October 1965.

@d@zﬁ@'
SEHHmaly
ADJOURNMENT
cldsnd @f8sw wdém CEW gaf Pa
womBi@a »dém» G2:
" @sf ®ew ACw ¢ BT MmBw @gme’—
[a6 &8 @d. 2adEIm.]

“goou QUOLTYWE §iPeedsOugirs ’—
[@sergar Gg. @f. mueairgsam] ergd Grodmr
ACoRsauul @, el @5 HwibuuQupmng.

Motion made, and Question proposed :

“That the House do now adjourn”.—
[The Hon. J. R. Jayewardene].

1065 Dy erddE 19

1704
D¢ DI
ofed, ¥ Deed deTMEsN0m Dot

(8@ eri Qyi. L-wew LI LT T FIT&E )

(Mr. F. R, Dias Bandaranaike)

Mr. Deputy Speaker, I wish to raise
one little point relating to the ques-
tion of the cost of living in practical
terms. 1 want to know from the
Hon. Minister of Finance whether he
is willing to give consideration to a
point of view in regard to the man-
ner in which the customs duties are
now being charged on imported
goods. I know that the Government
is interested in keeping down the
cost of living and they keep on say-
ing so every time. I therefore hope
that when we have practical sugges-
tions to make in regard to how it can
be achieved they will pay some at-
tention. I wish to tell him that I
have discovered that on the ship
called “ Straat Cook”, which reach-
ed Trincomalee on 12th April 1963,
there was a consignment of miscel-
laneous goods including a consign-
ment—two consignments really— of
babies’ food called Gerber’s baby
food.

I have never had the occasion tg
buy this myself, but this particular
baby food is a variety of beef broth.
This was purchased for a niece of
mine. Now, these two consignments
were imported in this ship, one by
a firm called George Wicks, a
chemist’s shop in First Cross Street.
They imported 475 dozens, the c.if.
value of which I think, was Rs. 7.50
a dozen. This was cleared duty free
on Customs Entry No. 1273 of 27th
April 1965. And on the same ship
there were also 620 dozens of this
item imported by Carwallio’s shop
in Pettah. Now Carwallio’s deal in
miscellaneous items, and apparently
they have large sales. They had to go
through F. G. Low and Company,
Mackinnon Buildings.

The customs, as far as they are
concerned, have charged at 160 per
cent. on vegetable products, 310 per
cent. on food products, and 150 per
cent. on meat products. I understand
that Carwallios were marketing
this approximately at 65 cents. a tin
in S. L. F. P. times. I think in the
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U. N. P. time it went up to 75 cents
at the highest, until the duty was
increased ; and with the imposition of
the duty, I have now got practical
evidence that this particular tin was
purchased today—bill dated 19th
October—for Rs. 2.

I only wish to make the point that
it is inevitable, if you charge duty
on infant foods on which duty is not
chargeable, that the cost of living
is bound to go up by a small point.
L.ooking at it you will find that the
tin bears on it across its name the
words ““ Imported duty free as infant
and baby food ”. It is printed on the
face of the tin. But if in point of
fact the customs officers are going
fo be permitted in respect of con-
signments of goods on the same
ship to two different people to charge
duty in one case and not charge in
the other, I submit that this sort of
situation requires a little careful
consideration by the Hon. Minister.
I have no doubt that he knows
nothing about it personally, but I feel
that he should look into the matter
so that this kind of thing might not
be repeated in other instances of
essential items.—[Interruption.]

If it is sabotage, I sincerely hope
you will find out who is sabotaging
our babies. We suspect that it is the
U. N. P. So, for that purpose, I think
the Hon. Minister owes a clear duty
to establish that he is cleared of that
charge of sabotage especially when
the Hon. Minister of Health seems to
be enjoying himself in Sweden try-
ing to ensure that there are not going
to be babies at all.

g o T.4

8. ¥. geoomdsY Qw. (05 5018®)
(8. . o yeraCsrar—iareyi)
(Mr. V. A, Alegacone—Mannar)

I would like to bring to the notice
of this House a very sad incident
which took place on the 13th of this
month when there was a public
dinner given to the Hon. Minister of

Bewldry VY5 @&w BCEK
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Labour, Employment and Housing at
the Mannar Town Hall. Covers for
about 150 had been laid, and after
dinner I made a speech. [Interrup-
tion.] I tried to uphold human rights
in regard to Indians residing here.
In fact I pointed out that police
officers were doing a man-hunt night
after night when husband and wife
and children were living in their
homes. @ They enter the houses,
drive them out and force them to
make confessions that they came here
after 1949. Those facts were brought
to my notice, and as the Hon. Minister
was present I considered it my duty
as a Member of Parliament to bring
to the notice of the Minister the com-
plaints made by the public. In fact,
I understand that while I was
speaking the Assistant Superinten-
dent of Police, Mr. Suraweera, had
been making nasty remarks. I was
told so. I did not hear him.

And after dinner when the
Hon. Minister got out, I also got out.
While I was on the steps of the Town
Hall, the A. S. P. began to shout
saying, “ You had no business to talk
of these things, If you want you can
go and shout as much as you like in
Parliament. You are the person who
brings kallathonis.” It was utter
insult and intimidation, I was com-
pletely humiliated as a Member of
Parliament.

Those potty police officers think
they can do anything. I would like to
ask the Hon. Minister concerned that
steps be taken to see that these
people are punished. In fact I would
even demand that an inquiry be held
immediately and that he be dismissed
if found guilty. Such intimidation
should not be allowed to take place.
Police officers of this type think they
can muzzle Members of Parliament
whose duty it is to voice the com-
plaints of the people. I would request
the Hon. Minister to take adequate
steps to see that such things do not
occur in the future. Such actions

should not be tolerated in free
Ceylon,
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(8. M. 9. erwd. Caprg—eueLiLidar)
(Mr. T. B. M. Herath—Walapane)
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g. en. 7.41

ooDemnBe 8. V8. 8. ImarnmHnI
(& gd)

(QLréLf . Grib. Gf. BTEBTSET— B
Q1)

(Dr. E. M. V. Naganathan—Nallur)

In regard to the matter raised by
the hon. Member for Mannar
(Mr. Alegacone), I should like to
mention that the same A.S.P. has
control over the Kilinochchi area as
well. The hon. Member for Kilinoch-
chi. (Mr. Ratnam), who was here
this morning but is unfortunately not
here now, wanted me to raise this
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matter. In his own area many long-
standing residents, many of them
citizens of this country, have been
tortured—third-degree methods have
been used, chilli powder has been
put into their eyes—and confessions
obtained from them. Acts of this type
very often lead to extortion. People
are so frightened that they easily
become victims of extortion.

I think this allegation should be
investigated and this particular A.S.P.
should be brought to book if he is
guilty, if he is responsible, or if he
is conniving at or encouraging such
acts, which are a great disgrace to
this country and to the police service.
I know that the police in some places
are very good. I have recently com-
plained against certain policemen and
police inspectors. Generally, how-
ever, we must pay a tribute to the
police. A policeman’s job is not a
happy one. It is with reluctance that
we bring complaints to this House.
The police officers responsible for
these acts of torture and intimidation
should be dismissed forthwith and,
if necessary, sent to jail after a
proper trial.
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(Bm. s pusCsry —Bay gl
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(Mr. Lakshman Jayakody—Divula-
pitiya)
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“ (@) Will he table a copy of the letter
sent by the Member for Kankesanturai
on 5.7.65 to the Controller of Imports and
Exports regarding a firm called Rama-
krishna at Stanley Road, Jaffna ? (b)
What action does he propose to take
regarding this letter ?”
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“(a) Yes. I am tabling a copy of the
letter dated 5.7.65 from the Member for
Kankesanturai addressed to the Controller
of Imports & Exports, (b) The Controller
of Imports & Exports has already sent an
English translation together with the
original in the Official Language in this
case.”

@ & gy D §sed 9B e DS
o VT B[® 881 G HB 99
E8u @AY ADR :

“Mr. S. J. V. Chelvanayakam.
16, Alfred House Gardens,
Colombo 3, 5th July, 1965.

House of Representatives.
Your Ref. No. 415/B/Q151/117.

The Controller of Imports & Exports,
Colombo.
Dear Sir,

Quota Item 151 Engineering Stores
Notice of Allocation dated 18.6.65.
I refer to your letter dated 1st July,
1965, to Messrs. Ramakrishnas of Stanley
Road, Jaffna, wherein you request them
‘to make their own arrangements to get
office letters translated in future’.
Obviously your letters would be in
Sinhala only.”

e®8 Secony empde @8 :

“This is opposed to the present Gov-
ernment’s policy on language.”

Y Huryesy @ e Y.

“It was decided at a Government
Parliamentary Group meeting that
Departments should write to subjects in
the language in which the subject writes
to the Department, It was further decided
at that meeting that Ministers were to
convey this decision to Heads of
Departments.

I shall request you to conform to the
Government’s policy and communicate
with Messrs. Ramakrishnas either in
Tamil or in English.

I enclose a copy of my letter of date
to the Minister of Finance.

Yours faithfully,
Sgd. S. J. V. Chelvanayakam.”
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“The Controller of Imports & Exports
has already sent an English translation

together with the original in the Official
Language in this case.”
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. 90 gFmew gosld BRI,
(ot HE0) @0 WmE & BeI®Y,
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¥ Bowids DSisNwdRS
(FurprusT oeirser)
(Mr. Deputy Speaker)
The Hon. Minister of Finance will
now reply.

E ad DY BBNGD
"~ (Qserrey evaTallpTILSS)

(The Hon. Wanninayake)

With regard to the question raised
by the hon. Member for Divulapitiya
(Mr Jayakody) I will look into the
matter. I will also look into the mat-

. ter raised about the German food. I
~ think I can get the particulars from
HANSARD.

a& 63, @l Swuddam
(Qaorres Cog. . syieui ser)
(The Hon. J. R. Jayewardene)

The hon. Member for Habaraduwa
(Mr. Prins Gunasekera) has given
notice of a question. He may be per-
mitted to ask the question. I will
reply thereafter.
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With regard to the question raised
by the hon. Member for Mannar, we
are investigating his complaint. If
the police officer had done what it is
alleged he did, it is highly reprehen-
sible and I think suitable action
should be taken against that officer.
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(Mr. Jayakody)
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(The Hon. J. R. Jayewardene)
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Question put, and agreed to.
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Adjourned accordingly at
7.28 pm. until 2 p.v. on Wed-
nesday, 20th  October 1965,
pursuant to the Resolution of
the House this Day.
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