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HOUSE OF REPRESENTATIVES
Thursday, April 25, 1996.
The House met at 1.32 p.m.
PRAYERS
[MR. SPEAKERIN the Chair]
LEAVE OF ABSENCE

Mr. Speaker: Hon. Members, | have received communication from the
Member for Port of Spain North/St. Ann's West (Mr. Gordon Draper) asking that
he be excused for the period April 11 to May 10, 1996 from the sittings of the
House and this leave has been granted.

| have also received communication from the Member for Arima (Dr. Rupert
Griffith) asking that he be excused from sittings of the House from the period
April 20 to April 27, 1996 and this leave too, has been granted.

MR. KENNETH VALLEY
(Resignation)

Mr. Speaker: | have received communication from the Member for Diego
Martin East dated April 23, to the effect that he wished to tender his resignation
from the Public Accounts Committee and Public Accounts (Enterprises)
Committee with immediate effect.

MISLEADING PRESS REPORT

Mr. Speaker: Hon. Members, | wish to state that on Tuesday, April 8, 1996 a
report appeared on the front page of Trenidad Guardiannewspaper to the
effect that the Speaker of the House was expected to attend a two-day retreat in
Tobago with the Deputy Speaker, Parliamentary Secretaries and all Government
Ministers except the Attorney General.

The Speaker was not in any way involved in the said retreat and this fact was
brought to the notice of the newspaper editor. It was pointed out to him that the
article gave the wrong impression, was embarrassing and of a potentially
mischievous nature.

On the next day the Speaker was reported as having denied involvement in the
retreat. Hon Members are informed of these facts lest some of you are still unsure
of the true position.
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[MR. SPEAKER]

The opportunity is taken to urge the press to be much more careful and
accurate in reporting on matters which may unwittingly cast aspersions on the
independent and objective nature of the office of Speaker.

| thank you.
ASSOCIATION OF INDEPENDENT MINISTERS (INC'N) BILL

Bill to incorporate the Association of Independent Ministers (hereinafter
called “AIM”) and for matters incidental theret@r. Rupert Griffith]; read the
first time.

PAPERS LAID

1. Report of the Auditor General on the accounts of the National Maintenance
Training and Security Company Limited for the year ended December 31, 1995
[The Attorney General (Hon. Ramesh Lawrence Maharaj)]

To be referred to the Public Accounts (Enterprises) Committee.

2. Report of the Auditor General on the accounts of the Management
Development Centre for the year ended December 31, 1¢fih. R. L.
Maharaj]

3. Report of the Auditor General on the accounts of the Management
Development Centre for the year ended December 31, {1963. R.L. Maharaj]

4. Report of the Auditor General on the accounts of the Management
Development Centre for the year ended December 31, 1e@d. R .L.
Maharaj]

Papers 2—4 to be referred to the Public Accounts Committee.

ORAL ANSWERS TO QUESTIONS
River Estate Housing Units

1. Mr. Kenneth Valley (Diego Martin Central)asked the Minister of Housing
and Settlements:

Would the Minister state why the construction of housing units at River Estate
in Diego Martin was suspended

The Minister of Housing and Settlements (Hon. John Humphrey)Mr.
Speaker, the construction of housing units at River Estate in Diego Martin has not
been suspended.
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This constitutes the second phase of the project and approval from the Town
and Country Planning Division of the Ministry of Planning and Development is
being awaited prior to commencement of Phase II.

Companies Act 1995
(Proclamation)

2. Mr. Kenneth Valley (Diego Martin Central)asked the Attorney General:

Would the Attorney General state when the Companies Act, 1995 will be
proclaimed?

The Minister of Legal Affairs (Hon. Kamla Persad-Bissessar): Mr.
Speaker, the Companies Act, 1995 falls under the Ministry of Legal Affairs. The
Companies Act, 1995 was enacted in October 1995 shortly before the dissolution
of the last Parliament. As a consequence of this Act, a number of institutional and
legislative matters were required to put a proper machinery in place for the
implementation of the Act. These matters have not been put in place prior to the
enactment. Since coming into office Government has been moving expeditiously
to identify and make the required institutional and legislative changes in order to
have the Companies Act proclaimed at the earliest opportunity.

On coming into office, the Government had set up an interministerial
committee to consider and report on unproclaimed Acts of which the Companies
Act 1995 was one. This committee has recommended that the Companies Act
1995 be proclaimed on or before the end of September 1996 thus allowing for
adequate time to make the required institutional and legislative changes.

However, Government, through Cabinet, has taken the decision to expedite
the process to have the Act proclaimed at the earliest opportunity.

1.40 p.m.

ICN GROUP CONTRACT
(Mr. Gideon Hanoomansingh)

3. Mr. Kenneth Valley (Diego Martin Central) asked the Minister of Finance:
Could the Minister kindly state:

(&) Whether Mr. Gideon Hanoomansingh, or a company in which he is a
principal shareholder, has been contracted by the International
Communications NetworfdCN) Group?
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(b) If the answer is in the affirmative, would the Minister state:
(i) the terms and conditions of the agreement;

(i) whether this appointment received the prior approval ofidne
Board; and

(ii) if the Board did not approve the appointment, would the Minister
state on what authority it was made?

Mr. Kenneth Valley (Diego Martin Central) Mr. Speaker, in view of
developments since this question was filed, | seek your leave to withdraw that
guestion.

Question, by leave, withdrawn.
FINANCE BILL

Bill to provide for the imposition or variation of certain taxes and duties, for
the incorporation of the amendments made by the Provisional Collection of Taxes
Order, 1996, to introduce other provisions of a fiscal nafiiee Minister of
Finance]; read the first time

Motion madeThat the next stage be taken at a later stage of the proceedings.
Question put and agreed to.
ARRANGEMENT OF BUSINESS

The Attorney General (Hon. Ramesh Lawrence Maharaj)Mr. Speaker, |
beg to move that Motions No. 1—3 under Government Business be deferred to a
later stage in the proceedings and that the House proceed with Bills Second
Reading beginning with the Finance Bill 1996.

Agreed to.
FINANCE BILL
Order for second reading read.

The Minister of Finance (Sen. The Hon. Brian Kuei Tung)Mr. Speaker, |
beg to move,

That a Bill to provide for the imposition or variation of certain taxes and

duties, for the incorporation of the amendments made by the Provisional
Collection of Taxes Order, 1996, to introduce other provisions of a fiscal
nature and for related matters, be now read a second time.
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In accordance with the provisions of the Provisional Collection of Taxes Act,
Chap. 74:01, the Bill before this honourable House is intended, by and large, to
impose those taxes which previously had effect under the Provisional Collection
of Taxes Order, 1996 as amended by the resolution. This Bill also seeks to make
certain modifications to those impositions and to introduce other provisions of a
fiscal nature.

Mr. Speaker, you will note that the Provisional Collection of Taxes Act
allows the President, by way of an Order, to impose a tax or to vary an existing
tax for the purpose of raising revenue to meet the expenditure in an appropriation
bill. The variation of existing taxes need only be confirmed by resolution of the
House of Representatives within 21 days of the commencement of the Order and
no further action needs to be taken in order for these taxes to have legal effect.

In the case of the imposition of new taxes pursuant to the Provisional
Collection of Taxes Act, these taxes remain in effect for a period of four months
from the date of commencement of the Provisional Collection of Taxes Order at
the end of which legislation must be enacted imposing these new taxes with, or
without amendments. Failure to enact legislation within the required time may
result in those new taxes ceasing to have effect. The Provisional Collection of
Taxes Order, 1996 came into effect on January 11, 1996, and the four-month
period would expire on May 10, 1996. Mr. Speaker, you will notice that we are
well within the stipulated period.

The Finance Bill contains all of the measures outlined in the budget
presentation which | delivered before this honourable House on January 10, 1996.
As noted before, the provisions varying the existing taxes already have legal
effect, having come into effect upon their confirmation by resolution of this
House on January 29, 1996. Those provisions are, however, included in this Bill
merely for convenience and have already been extensively debated when the
resolution was confirmed in January last.

| will therefore focus my presentation on the new taxes which were imposed
by the Provisional Collection of Taxes Order, 1996 and on the other measures
which are being introduced for the first time.

Parts Il, Ill and V of the Bill seek to dismantle the special tax regimes which
were applicable to pinball machines, video entertainment and pool rooms. This is
in keeping with the proposal in the budget presentation to remove those licences,
permits and taxes in respect of which tax regimes are no longer necessary.



668

Finance Bill Thursday, April 25, 1996
[SEN. THE HON. B. KUEI TUNG]

Part IV of the Bill would increase the licence fees payable on the registration
of a members’ club from the sum of $300 to the sum of $1,500.

Part VI of the Bill relates to amendments to the Motor Vehicles and Road
Traffic Act. Clause 6(a) would introduce a special registration fee payable on the
registration of a motor vehicle which is assembled locally, and in respect of
which duties and taxes applicable to a completely built-up motor vehicle have not
been paid. The special registration fee or $20,000 is applicable to motor vehicles
with engine sizes not exceeding 1799 cc, whilst the $30,000 special registration
fee applies to motor vehicles with engine sizes exceeding 1799 cc. Motor vehicles
tax will not be payable in respect of a motor vehicle which is subject to the
payment of this special registration fee.

Mr. Speaker, clause 6(b) of the Bill seeks to amend the Motor Vehicles and
Road Traffic Act by requiring the payment of outstanding motor vehicle licence
fees before a motor vehicle is transferred to a new owner.

Clause 6(c) would impose a penalty of $300 on a person who has failed to
renew his driving permit for a period of more than six months after its expiration.
In addition, a person whose driving permit has expired for more than three years
will be required to pass a driving test before the permit is renewed. These
provisions do not, however, apply to a person whose permit expired whilst he was
abroad.

Clause 6(e) would eliminate the motor vehicles tax on motor vehicles with
engine sizes not exceeding 1599 cc.

Clause 6(f) would remove the motor vehicles tax exemption previously
granted to returning nationals. As noted in my budget presentation, these
concessions were granted by the Finance Act, 1995 to attract nationals who had
acquired skills abroad and to make those skills available for the benefit of
Trinidad and Tobago. These concessions were withdrawn mainly because there
was evidence of abuse of the concessions which resulted in a substantial loss of
revenue to the Government.

However, on examination of the existing arrangements in relation to returning
nationals, the Government is of the view that there is a need to review the present
policy with a view to putting in place administrative procedures which would
minimize abuse of the system. It is therefore proposed:
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(a)

That relief from customs duty and motor vehicles tax should be granted
only in respect of motor vehicles owned by the returning national for a
period of more than six months. In the case of those vehicles, the relief
would be on a declining scale with the newest vehicles receiving the
least amount of relief.

The following reliefs are proposed:
(i) Vehicles owned by the returning national for a period of more than six

months, but not exceeding one year will receive a relief of 25 per cent of
the customs duty and the motor vehicles tax payable on the vehicles;

(i) vehicles owned by the returning national for a period of more than one

year, but not exceeding two years will receive a relief of 50 per cent of
the customs duty and the motor vehicles tax payable on the vehicle;

(i) vehicles owned by the returning national for a period of more than two

years will receive a relief of 90 per cent of the customs duty and motor
vehicles tax payable on the vehicle.

1.50 p.m.

These proposed measures would be subject to the normal guidelines of the
Transport Commissioner concerning the road worthiness of vehicles to be
registered.

(b)

(€)

(d)

Furthermore, that the value of the personal and household effects in
respect of which a special tax of 10 per cent is payable should be
increased from the sum of $25,000—$100,000;

That the definition of personal effects should include the tools of trade
or equipment to be used in the trade, profession or vocation of the
returning national;

That the failure of the returning nationals to satisfy the immigration
requirements for residency would render the motor vehicle, household
and personal effects subject to the taxes and duties which would have
been payable if the reliefs had not been granted.

Mr. Speaker, Parts VIl and X of the Bill are related and seek to amend the
Petroleum Act and the Petroleum Taxes Act respectively. The amendments which
are being proposed seek to exclude from the definition of refining business, the
physical separation of liquids from a natural gas stream and natural gas
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processing from a natural gas stream where the activity is carried on by a natural
gas plant operated separately by a person who is not engaged in other refining or
production business. An amendment of this nature would limit the exclusion from
refining business to the activities of natural gas processing plants not otherwise
engaged in the refining or production business. Furthermore, it is also proposed to
amend the definition of petroleum operations to make it quite clear that the
activities of natural gas processing plants would remain within the regulatory
control of the Ministry of Energy.

With the new business of natural gas processing coming on stream in 1991,
Government had agreed to grant a tax holiday under the Fiscal Incentives Act to
this activity and to tax this activity under the Corporation Tax Act. Mr. Speaker,
an amendment to the Petroleum Taxes Act was therefore made in 1992 with a
view to granting a tax holiday under the Fiscal Incentives Act, but the legislation
was not successful in bringing this activity under the Corporation Tax Act. The
1992 amendment was to take effect from the year of income 1991.

It is now proposed to repeal the 1992 legislation and to bring the operations of
natural gas processing under the Corporation Tax Act by excluding these
operations from the charge to petroleum profits tax. This amendment would also
have retroactive effect from the year of income 1991.

Mr. Speaker, Part VIII relates to amendments to the Income Tax Act. Clause
8(a) would reduce the business levy from 0.5 per cent to 0.4 per cent. That clause
would also raise the threshold for business levy purposes so that self-employed
persons whose gross sales or receipts do not exceed $150,000 would not be
required to pay the business levy.

In clause 8(b), the amount or value of dividends or distributions paid to a
resident individual by a mutual fund or by the Unit Trust Corporation would now
be exempt from tax. Furthermore, distributions, other than preference dividends,
paid by a resident company to a resident individual would also be exempt from
tax.

Clause 8(c), would reduce the amount that may be claimed by a taxpayer as a
deduction in respect of mortgage interest payments from $24,000—$20,000 per
annum.

Clause 8(d) would remove the 15 per cent tax on dividends and other
distributions.
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By clause 8(e), the deadline date for the completion of residential, industrial
and commercial properties under section 45(a)(2) of the Income Tax Act would
be extended from December 31, 1995 to December 31, 1996. Mr. Speaker,
reports have reached me that a number of building projects failed to reach
complete construction by the December 31, 1995 deadline primarily due to
unfavourable weather conditions and difficulties in obtaining building materials.

Mr. Speaker, we would note that, under section 45(a) as it presently stands, a
tax exemption is granted up to the year 2000 in respect of buildings, the
construction of which commenced after January 01, 1993 and are completed by
December 31, 1995. It should be noted that these building projects had already
obtained interim approvals from the relevant authorities and were well on the way
to qualifying for the exemption but for the difficulties encountered. In the
circumstances, the least this administration can do is to facilitate these projects by
extending the deadline.

Clause 8(f), (g) and (i) would remove the tax credits on units in the first unit
scheme of the Unit Trust Corporation, Government's national free savings bonds
and bonds issued by the Trinidad and Tobago Mortgage Finance Company
Limited.

Clause 8(h) deals with individuals whose chargeable income is between
$12,000 and $20,000 and allows that individual a tax credit equal to 15 per cent
of his chargeable income exceeding $12,000. The tax credit would reduce to nil,
the tax payable by an individual in this tax bracket. In addition, an individual with
a chargeable income of between $20,000 and $30,000 would receive marginal
relief of $1,200 less 12 per cent of chargeable income exceeding $20,000.

Clause 8(i) applies a 15 per cent tax on distributions paid to a resident
individual by an unlisted resident company.

By clause 8(k) and (n), the dividend income allowance would be eliminated.

Clause 8(l) would expressly empower the Board of Inland Revenue to
institute a complaint against a person who commits a summary offence under
legislation administered by the Board. Mr. Speaker, you would note that under
the Summary Courts Act, any person may bring a complaint against a person
committing a summary offence, unless it appears from the written law on which
the complaint is founded that a complaint for such an offence should be made
only by a particular person or class of persons.
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The Board of Inland Revenue therefore already has a general power to
institute proceedings against summary offenders. The proposal to expressly vest
this power in the Board arose as a result of an exercise which is presently being
undertaken by this administration in setting up a system to expedite the
enforcement and collection of taxes. You would recall, Mr. Speaker, that in my
budget statement, | had proposed the establishment of a tax court as part of this
administration's drive to collect revenues owed to the state.

| am happy to report that mechanisms are being put in place to heighten our
enforcement and compliance efforts and that a team of revenue-collecting
officials would be visiting Jamaica next week to observe the operations of the tax
court in that country. | understand from newspaper reports, that the Jamaican Tax
Court has been an apparent success, to the extent that taxpayers in that country
are now encouraged to voluntarily comply with the tax authorities there.

Apart from amendments to the Income Tax Act, similar amendments are
being proposed to the Corporation Tax Act, the Value Added Tax Act, the
Petroleum Taxes Act, the Lands and Buildings Taxes Act and the Miscellaneous
Taxes Act to expressly give the Board of Inland Revenue or other tax authority
the power to institute proceedings in respect of summary offences under those
Acts.

Clause 8(m) would reduce the rates of tax applicable to individuals from 38
per cent to 33 per cent at the highest rate and from 33 per cent to 30 per cent at
the middle rate.

Mr. Speaker, | would deal now with amendments to the Corporation Tax Act,
which are to be found at Part 1X of the Bill. Clause 9(a) would reduce the rate of
business levy for companies from 0.5 per cent to 0.4 per cent.

By clause 9(b), companies whose gross sales or receipts in the preceding year
of income do not exceed $150,000 would not now be required to pay the business
levy.

By clause 9(c), a tax at the rate of 15 per cent is to be charged on interest
payments, other than tax exempt interest, which accrue, are paid or credited to a
mutual fund or to the Unit Trust Corporation. The Government has responded to
concerns expressed by interest groups regarding the effect of this measure on
distributions of interest which were declared prior to the date of the budget but
are due to be paid after that date.
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2.00 p.m.

These concerns have been addressed in this Bill by the insertion of a new
subsection (5) to section 3(b) of the Corporation Tax Act, the section which will
impose the 15 per cent tax on the interest in question. Where, therefore, the Board
of Inland Revenue is satisfied that a dividend or distribution has been declared by
a mutual fund or by the Unit Trust Corporation out of interest which accrued
prior to the budget, it is proposed that the Board would, upon application made to
it, refund the 15 per cent tax which should have been paid on the interest.

Mr. Speaker, in the list of the amendments which has been circulated to
Members of this House, | have proposed further amendments to make the playing
field a little more level in relation to interest payments made by mutual funds and
the Unit Trust Corporation.

In order to move the financial system closer to the point where all financial
institutions, including mutual funds will operate in the Trinidad and Tobago
Market under approximately the same conditions so as to widen the choices
available to the investing community, the last administration sought to level the
playing field by treating dividends and distributions made by mutual funds in the
same manner as interest on commercial bank deposits.

With the removal of all forms of dividends from the tax net, a mechanism had
to be put in place to tax interest paid by mutual funds. The 15 per cent tax under
section 3(b) of the Corporation Tax Act was therefore introduced by this
administration to treat with the taxation of this interest income. However, as
presently formulated, the 3(b) tax will indirectly be borne by individuals and
approved institutions which will normally be exempt from tax. | am referring to
persons over 60 years of age, to approved pension funds and to approved sporting
bodies and charitable institutions.

It is recognized that the indirect taxation of these exempt individuals and
institutions under what | would call the 3(b) tax would make investments in
mutual funds less attractive to those categories of investors as compared with
investments in other instruments, for example, bank deposit interest, which is not
subject to the 3(b) tax. In order to provide a more equitable system, it is proposed
to grant a tax credit to those exempt persons and institutions equivalent to the
amount of the 3(b) tax deducted.

In addition, Mr. Speaker, by clause 9(d), it is now proposed to exempt from
corporation tax the amount or value of dividends or distributions paid to a
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resident company by a mutual fund or by the Unit Trust Corporation. Mr.
Speaker, you will recall that the Provisional Collection of Taxes Order, 1996
exempted from income tax dividends and distributions paid to a resident
individual by a mutual fund or by the Unit Trust Corporation. It is intended that
these dividends and distributions should also be exempt from corporation tax.

Clause 9(e) would remove the tax credit on Trinidad and Tobago Mortgage
Finance bonds previously claimed by companies.

Clause 9(f), the rate of corporation tax is to be reduced from 38 per cent to 35
per cent.

My submissions relating to amendments to the Petroleum Act apply with
equal force to the proposed amendments to the Petroleum Taxes Act which are to
be found at Part X of the Bill.

Part XI of the Bill has also been referred to earlier in my presentation in
relation to amendments to the Income Tax Act by which | had proposed to
expressly give the Board of Inland Revenue the power to institute summary
proceedings under certain pieces of legislation, including the Lands and Buildings
Taxes Act. In the list of amendments, Mr. Speaker, you will observe that | have
included a minor amendment to this part of the Bill. Since the taxing authority
under the Lands and Buildings Taxes Act is the revenue office, the proper person
to institute summary proceedings should therefore be the revenue officer. At the
appropriate time, 1 will be proposing amendments to this part of the Bill to take
care of this.

Part X1l would amend the Miscellaneous Taxes Act. By clause 12(a), (b) and
(f) of the Bill, the Alcoholic Beverage Tax would be removed.

Clause 12(c) would remove the 5 per cent in-bond sales tax.

Clause 12(d) would re-introduce the Special Tax of 10 per cent on household
effects not exceeding 25,000 in value where those effects are owned by a
returning officer for a period of not less than one year. As | mentioned earlier on
in my presentation, | propose to increase the threshold in relation to these
household effects to the sum of $100,000.

By clause 12(e), the Board of Inland Revenue is expressly empowered to
institute summary proceedings in relation to a tax administered by the Board.

Part XIII relates to amendments to the Customs Act. Mr. Speaker, you will
note that the numbering in this part of the Bill is incorrect. What is referred to as
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“10(1)" should really read “13(1)". At a later stage, | will be proposing a minor
amendment to cure this defect. By what is referred to as clause 10(1)(a) and (b),
the concessions on customs duty previously granted to returning nationals under
the Finance Act, 1995 have been eliminated and the provisions relating prior to
the operation of that Act will be reverted to.

By what is referred to as clause 10(c), it is proposed to reduce the Common
External Tariff (CET) in respect of certain categories of goods. In addition to the
goods which were included in the Provisional Collection of Taxes Order, 1996 as
amended by the resolution, the Caricom Council of Ministers agreed to a general
reduction in the rates of duty on wheat flour and all categories of rice. The rate of
duty on rice is to be reduced from 30 per cent to 25 per cent. The Council of
Ministers also agreed to effect a permanent change in the CET on wheat flour
from 40 per cent to 30 per cent.

Mr. Speaker is asked to note that this country previously sought and obtained
a suspension of the CET on wheat flour for a period of one year from August,
1995 to July 1996. The CET was suspended and the duty varied in respect of
wheat flour by orders published as Legal Notices Nos. 120 and 121 of 1995.
Since there will no longer be the need for the suspension in respect of this product
after the rate is generally reduced, it is proposed to revoke these orders with effect
from the date of commencement of the Finance Act, 1996. What is stated as
clause 10(2) therefore, seeks to revoke these orders.

Mr. Speaker, you will recall that in October, 1995, the 5 per cent customs
duty on certain raw materials and intermediate goods was removed by order
published as Legal Notice No. 149 of 1995. Erroneously included in that order
were two tariff heading numbers 44.12 which is for plywood, veneered panels
and similar laminated wood and 48.16 which is for carbon paper, copy paper and
other copying or transfer papers other than those of heading No. 4809.00, whether
or not put up in boxes. It is therefore proposed to delete these two heading
numbers from Legal Notice No. 149 of 1995.

Part XIV would amend the Unit Trust Corporation of Trinidad and Tobago
Act by removing the $5,000. exemption in respect of dividends paid to
unitholders by the Unit Trust Corporation. This is really in the nature of a
consequential amendment as a result of the proposal to exclude from the tax net
all dividends paid from whatever source and whatever the amount.



676

Finance Bill Thursday, April 25, 1996
[SEN. THE HON. B. KUEI TUNG]

In Partsxv andxvil, the licence fees and duties payable by moneylenders and
pawnbrokers would be increased to $500.00 and $2,500, respectively.

In Partxvil, the licence fees referred to in the Second Schedule to the Liquor
Licence Act would be increased by 50 per cent.

2.10 p.m.

Mr. Speaker, in Partvill it is proposed to amend the Brewery Act so as to
change the system of collection of excise duty on brewery products from one
based on wort to one based on a final product. The present system of collecting
excise duty is based on wort, that is, the stage before the product is manufactured
into beer. Subsequently, all wort is converted into beer through the process of
fermentation.

As a result of this system of collection, duty is paid on beer that is exported.
Consequently, the manufacturer of beer has to apply for a drawback, which is a
refund of duty paid on goods exported. | have been advised by the Comptroller of
Customs and Excise that it is not anticipated that the proposed change in the
system of collection of excise duty on brewery products will result in a loss of
revenue.

Part XIX seeks to amend the Value Added Tax Act. Clause 19(a) and (b)
would raise from $100,000—$150,000 per annum the level of commercial
supplies in respect of which a business is required to be registered undaT the
Act.

Clause 19(c) would remove theAT concessions granted to returning
nationals.

By clause 19(d), the provisions of section 121A of the Income Tax Act
relating to the express empowerment of the Board of Inland Revenue to institute
summary proceedings will apply to tkiaT Act.

Finally, Mr. Speaker, by clause 19(e), the list of zero-rated goods under item
1 of Schedule Il of the/AT Act has been extended to include food items like
cheddar cheese, table salt and pasta products.

Mr. Speaker, | beg to move.
Question proposed

Mr. Valley: Mr. Speaker, on a point of clarification, the hon. Minister in his
presentation mentioned a number of amendments to what is contained in the
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Finance Bill. | have not seen the amendments, particularly the amendment with
respect to returning nationals and so forth. I, for one, would really like to look at

that. | wonder whether | could, at least, get a copy of that section and also the
Petroleum Taxes section where there seems to be some retroactivity to 1991.

Hon. B. Kuei Tung: Mr. Speaker, with respect to the petroleum taxes, the
amendment is already included in the Finance Bill, 1996 but there are one or two
amendments which will be circulated during the proceedings.

Mr. Narine : We need it now.

Mr. Valley: With respect to the returning nationals | would like to get it as
early as possible, please.

Mr. Colm Imbert (Diego Martin East Mr. Speaker, as the Minister of
Finance has indicated, the Bill before the House seeks to put into law a number of
taxation measures which were made legal for a period of four months with the
presentation of the Provisional Collection of Taxes Order. | must commend the
Minister for bringing this legislation before the House before the expiry date, so
that we will not get into another debate with the Attorney General about
legislation lapsing, and so forth. | hope that in future all Ministers of Government
will bring legislation before the Parliament on or before the due date, so that we
will not be treated to a repeat of the fiasco that occurred with the Rent
Restrisction Bill.

In any event, Mr. Speaker, there are a number of issues in this Bill which are
quite significant; and have been the subject of debate since the delivery of the
budget. It is unfortunate the Minister did not deal with any of the issues in a
philosophical manner, explaining the intent and import of the measures indicating
the experience of the Government since the delivery of the budget. This is
regrettable, but nevertheless, the first tax that | would like to deal with is the
changes that have been made to the Motor Vehicle and Road Traffic Act. In
particular, Mr. Speaker, the whole question of the registration of new motor
vehicles.

When this measure was introduced, we on this side were at pains to point out
that the Government was opening a Pandora’s box, creating a bureaucratic mess,
opening up a barrage of loopholes in the whole question of interpretation of the
provisions; the question of tax avoidance, fraud and illegal activities. Needless to
say, the Government in its usual cavalier fashion, that i®X@DAC coalition,
in its cavalier fashion dismissed the concerns as being of no relevance.
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It is interesting to note that recently the authority charged with interpretation
of the legislation has, himself, been subject to question on how to apply the law.
If the authority—and | am speaking about the Transport Commissioner—under
the law can, himself, be the subject of debate, question and inquiry, as to the
interpretation of how one applies the provisions of the legislation to used motor
vehicles, then who, Mr. Speaker, is competent to pronounce on these measures? |
think that is a perfect example of the mess that the Government has created with
this used car—I would not want to use words like "racket" and so forth—used car
situation/initiative.

Mr. Speaker, as | pointed out previously, it is very easy to source motor
vehicles in other countries, virtually brand new motor vehicles; and to bring them
in, in parts, to import the shell of the motor vehicles without the wheels, seats,
chassis, engine and so forth, and perhaps tarnish the body of the motor vehicle in
some way, as | have indicated, by scratching the door or throwing mud in the
trunk, or something like that. One can do this with a very expensive vehicle such
as a Mercedes Benz or three or four, for that matter.

And you see, Mr. Speaker, the loophole that presently exists in the law, the
loophole that the authority under the law is now under investigation for, allows an
unscrupulous person to purchase a brand new, or virtually brand new Mercedes
Benz in a foreign country, reduce it to its constituent parts and import the parts
under the guise of being “used” motor vehicle parts, for which the rate of duty is
5 per cent. The person then re-assembles the Mercedes Benz in Trinidad and
Tobago, presents it to the Licensing Office for registration and pays a fee of
$30,000. Now the c.i.f. value of a large Mercedes Benz, such as the ones driven
by my hon. Friends opposite—as | have said, Mr. Speaker, the per capita
Mercedes Benz of the Members of the coalition is higher, | believe, than any
other government in the worl@ihterruption]

But in any event, if one imports an S320, which seems to be the favourite of
some of my hon. Friends opposite, at the c.i.f. value of $500,000 and applies
motor vehicle tax, customs duty, value added tax, and so forth, one can end up
paying taxes in excess of $300,000. So that the landed vehicle would cost the
purchaser, perhaps, $800,000, if he did not seek to avoid paying taxes. With this
“used” provision the individual can buy a Mercedes Benz a year old, or whatever,
as | said, disassemble it, come in. The vehicle would still be valued, perhaps,
$400,000 if it was reported to the customs authority in the proper manner, and the
tax on that vehicle might be $200,000.
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The individual now pays $30,000 thereby depriving the Treasury of $170,000
and that is on one car. So the effect of this revenue measure is not as indicated by
the Minister of Finance; it is not as indicated by the Government. The effect of
allowing the registration of used motor vehicles in Trinidad and Tobago is to
deprive and defraud the Treasury of substantial sums of tax; and motor vehicle
taxation, for years, has been a major component of the revenue stream, in some
years reaching up to $200 million. So we shall see, at the end of 1996, what shall
happen with the whole question of motor vehicle taxes. But there is another
aspect, Mr. Speaker. The whole question of a used motor vehicle subject to
registration, licensing and taxation is, again, subject to interpretation.

2.20 p.m.

This is theexample that | am using that | say the authority has found itself in
the unfortunate position of being subject to interpretation. One can import a
virtually new vehicle in parts, for example, a Royal Saloon. One can own an old
Royal Saloon with a registration number, perhaps, 10—15 years old. One could
bring in all of the parts for a virtually brand new Royal Saloon and transfer the
body, the seats, wheels, the upholstery, and so forth, to the old vehicle using the
same registration number thereby avoiding paying any tax at all. So that the
$20,000 or $30,000 tax credit is not even applicable to that type of vehicle where
the person replaced every single part in the vehicle except where the chassis
number is stamped, and the person informs the licensing authority that it is not a
locally assembled vehicle, but a vehiakaN or TAX, whatever, that he has had
for five or 20 years, and therefore he is not subject to the $30,000 tax.

It is for this reason that the previous administration refused to allow the
registration of used motor vehicles and refused to allow the whole question of
deception where a person could import used motor vehicle parts and transfer
these parts to the chassis of an existing vehicle. We point blank refused. It is not
that we had anything against the persons involved in the trade but because the
regulatory infrastructure in Trinidad and Tobago is inadequate and cannot deal
with the deviousness of certain individuals who will try every trick in the book to
avoid paying taxes.

| hope that the Government will see the wisdom of our comments and at some
time in the future they will deal decisively with this plethora of loopholes, this
Pandora’s box, that they have opened up with the whole question of the assembly
of used motor cars. Millions of dollars are already being lost to the Treasury
because of the question of interpretation. It has been the experience of
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Governments over the years. This is why the taxation system has been simplified.
The question of simplification of the taxation system, both corporation and
miscellaneous taxes, has been in train now in Trinidad and Tobago for more than
10 years.

The whole process of simplification of the taxation system arose from a
recognition of the fact that once you introduce bureaucracy, once you introduce a
range of loopholes that require enforcement and investigation and a large
machinery for inspection and evaluation, that there are going to be persons who
will seek to avoid paying taxes.

No matter what other compelling arguments there are on the other side, no
one queries the whole question of making vehicles at an affordable and available
rate. As a matter of fact, one commends that initiative but one must also
recognize that once you put in a system that involves interpretation, that involves
a heavy level of inspection, people are going to avoid paying tax. The net effect
of the measure is a reduction in revenue and an increase in fraud, as with this
returning national provision that the hon. Minister has introduced in this
honourable House today. It is unfortunate that the Minister did not have enough
respect for the Members on this side that he did not circulate his amendments in
time so that we could study them and thereby make informed comments on them.

| hope that on the next occasion he will submit his amendments before the
start of the sitting so that we could study them carefully. | took some notes when
the Minister was speaking, and if | am wrong he may correct me—that vehicles
owned by returning nationals between six months and a year will be eligible for
exemption of 25 per cent of duty on motor vehicles tax; vehicles owned by the
returning nationals between one year and two years will be exempted from 50 per
cent duty on motor vehicles tax and vehicles owned by returning nationals in
excess of two years will be exempted from 90 per cent of duty on motor vehicles
tax.

Mr. Speaker, the motor vehicle trade in the world is one of the key areas for
money laundering, for organized crime, for the transfer of assets from country to
country. There are large car stealing rings in the United States, Japan and in
Europe. There are many organized crimes in these countries. Many organized
criminals in these countries make it a business to steal cars and export them to
other countries and it is for this reason that persons from developing countries
such as ours must be very careful when we accept used items from other
countries. The question of the history of the vehicle, the history of ownership of
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the vehicle, is very difficult to determine. As a matter of fact, other countries
have instituted provisions where the authority in the country from which the
vehicle comes must certify the history of the vehicle; they must indicate the
history of ownership, first owner, second owner, and so forth, so that one can
determine that this is not a stolen vehicle that is coming into this country. Any
time you introduce these provisions you open up the system. That was just an
aside.

The question of having a regime, a sliding scale of duty based on the age of
the vehicle opens up itself to immense fraud. Who is to determine the age of the
vehicle? Who is to establish the age of the vehicle? How long the person has
owned the vehicle? Who will certify that Mr. So and So has owned this vehicle
for two years? The person can purchase a vehicle one month before and get a
certificate from some fraud in another country indicating that Mr. So and So has
owned this vehicle for two years and thereby avoid paying 90 per cent of the
applicable duty, and these are the things that one opens up himself to when one
introduces these complexed bureaucratic regimes. How is the customs authority
going to establish that a returning national has owned a vehicle for six months to
one year or over two years? How? It is going to be extremely difficult.

| urge the Government not to dismiss these matters in this cavalier fashion.
There is sufficient evidence that since the inaction of the provisions in the
Collection of Taxes Order, there have been a number of irregularities in the
whole system of importation of motor vehicles into the country, that persons have
conscientiously set out deliberately to defraud the country of revenue by
identifying vehicles in an improper manner; the whole question of the returning
residents as well.

On the question of the engine size, that can be understated. The vehicle can be
submitted to the licensing authority with one size of engine and as soon as it
comes out a new engine can be put in to avoid paying the higher $30,000.00 fee.
This is why in my tenure as Minister of Works and Transport, | was always very
hesitant, despite the compelling arguments coming from everybody about making
vehicles more affordable to the persons in the lower income drousy
compelling arguments | must $aypecause of the experience in other countries.

A number of other countries have had experiences with this system and bad
experiences. The question of fraud, money laundering and car stealing has been
opened up to the used car trade.
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There is no specific identification number on these parts. Who is to say that
the car allegedly assembled from used parts was not stolen from someone in
Trinidad and Tobago? How do we know? One could go down the road and could
park one’s car and someone could steal it and take the parts, disassemble them,
put them on another chassis and present it to the licensing office and say, “I
assembled this car from parts of an imported motor vehicle.”

When a door comes in there is no unique identification number; when the
shell of a motor vehicle comes in there is no number stamped on the body. There
is nothing on the upholstery, there is nothing on the wheels; the only items that
have unique identification numbers are the engine and the chassis so that the
smart thief will simply not put the stolen chassis and stolen engine in the
allegedly assembled vehicle from used parts. He will dispose of them. With this
system, we have created in Trinidad and Tobago another avenue for car theft
which increases the requirement for police action, for investigation; it increases
the requirement for investigative machinery; it increases the bureaucracy
associated with the vehicle taxation regime, so that it is entirely unnecessary.

2.30 p.m.

| hope that the Government will understand that the reluctance of the former
administration to get involved in used car assembly and registration was from a
genuine concern and that it was virtually impossible to police this system.

It also destroys the whole asset-base of car owners in Trinidad and Tobago. If
one purchases a new motor car which he may use as collateral in another loan; or
if he uses it as an asset in raising finance and so forth, and we have these used
cars coming in which may have been stolen; or may be landing in Trinidad and
Tobago for TT $5,000 or $10,000—it means nothing to the money launderer, he
may be shipping 1,000 of these vehicles, it does not matter to him that he charges
$10,000 for a Laurel or Mercedes or whatever—that destroys the resale value of
new motor cars. We have cars creeping into the system at these very low values
and the person who purchases a new car now finds himself in a very
disadvantageous position.

Could the Minister tell this House why these vehicles are exempt from motor
vehicles tax? What is really going on? Is the $20,000 or $30,000 fee adequate?
What about value added tax? Why is not value added tax charged on this
transaction? Or, perhaps it is; the Minister may correct me if | am wrong.
Vehicles are subject to customs duty, motor vehicles tax and value added tax. It
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appears to me that both motor vehicles tax and value added tax have been
removed and replaced with a catch-all or a one-off fee of $20,000. Is this
sufficient to deal with the potential loss in revenue?

| ask Members on the other side not to dismiss these concerns in their usual
contemptuous manner. Do not dismiss the experiences of Trinidad and Tobago
over the four to five months; these are realities. Whenever one takes action on
something as sensitive as this, one must be properly informed and not just rely on
information given by persons who may have a vested interest in this whole
guestion of the used car trade. There is much money in this used car trade and
persons may be quite willing to hoodwink Members of Government into
believing that there is no problem; none of these cars are stolen; nobody is
defrauding the Treasury; no one is bringing in cars and putting them on old
registration numbers, seeking to avoid paying even the assembly tax and so forth.
Any person who presents this argument must have some vested interest, because
there are problems and we have already seen the problem emerge, as | said, with
the very authority—the person charged with interpretation of the legislation.

It is also unfortunate that in presenting this Bill the Minister of Finance did
not take a good look at the net effect of the income tax measures announced in the
1996 budget, and also brought into law, as we are seeking to do today, this
Finance Bill.

On a previous occasion | made the point, and | wish to re-emphasize that any
objective analysis of the new income tax regime, coupled with an analysis of the
effect of the removal of incentives such as the Unit Trust Corporation and the
reduction in mortgage interest and so forth, the net effect of this is an increased
income tax for a large number of persons.

We on this side, cannot help supporting simplification of the tax regime,
because, as | said, the world is trending the way into simplification of tax
regimes. Because of problems with tax avoidance and compliance and so forth,
one cannot implement taxation measures which have the net effect of increasing
many persons' tax liability and then make the case that one has helped everybody.
This is nonsense. What the Government has done is dealt with the persons at the
very low end of the spectrum, but the persons in the middle income groups have
been hit very hard. These are the persons who would take advantage of the Unit
Trust Corporation and the mortgage provisions and so forth. They are the ones
who have been disadvantaged by the income tax measures. Any objective
calculation will demonstrate this.
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These persons may also have shares in companies on the stock exchange and
so forth, and may be in receipt of dividends, and the net effect of the removal of
the dividend income allowance—although it was quite generous—the income tax
deductions for Unit Trust, and the reduction in mortgage interest on these middle
income individuals, who make up a large proportion of taxpayers—we are
dealing with taxpayers, Mr. Speaker, not persons who do not pay tax—is that they
would be disadvantaged by many of the provisions in the budget.

| hope on the next occasion the Minister is a bit more thorough in the
examination of the net effect of the removal of allowances and the reduction on
tax bands, because it is not as it appears; it is quite deceptive. Many people are
now paying more income tax than they used to pay.

There are many schools of thought, particularly on the whole question of
mortgage interest deductions. | am of the view that persons should be given
incentives to own their own homes. That goes with the whole concept of national
savings and development and so forth. | do believe that there should be tax
incentives to ownership of homes. Even in the mighty United States of America
from where many of our tax measures are copied and by which many of the
reforms in the tax system are being influenced, there are still significant
incentives for ownership of property. In the United States of America it extends
beyond home dwellings to other types of property.

| heard the Member for Couva North, in his rather dismissive manner—it is
not surprising because | do not think he is on top of things—query why someone
should be complaining about a reduction in taxes and so forth. He does not
understand, Mr. Speaker! The manner in which he is running the Government is
totally handsoff—let the Ministers do what they want; let them run wild. Mr.
Speaker, the Member for Couva North does not understand that if one looks at the
net effect of the removal of unit trust, reduction in mortgage interest, the removal
of dividend allowance and the reduction of marginal tax rates, the net effect
where it hits in their pocket, is that they are paying more income tax. But that is
his style of leadership. Let his Ministers do whatever they want and he will have
fun.

| sincerely hope that when the Minister of Finance comes on the next occasion
to change the income tax regime that he has a good look at the overall effect of
his measures; the removal of incentives—if he is going to remove any, | do not
know if he is—and a reduction in taxation bands and what is the net effect on the
typical taxpayer.
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2.40 p.m.

Mr. Speaker, people do not like to be taken for a ride; people do not like
being fooled and when a person hears the Minister say that we have reduced your
tax and the person gets his or her payslip at the end of the month and sees that he
or she is paying more tax, people do not like the deception. It may not have been
intentional—as a matter of fact, | am not saying it was intentional at all. The fact
is that persons have been disadvantaged because of the income tax measures.

| am quite confused at the intent of the reduction in the business levy from 0.5
per cent to 0.4 per cent. Let me give an example: if you have a business with a
turnover of $12 million per annum or $1 million per month, the business levy on
that is $60,000 for the year. Have you heard the figures | am speaking about, Mr.
Speaker?—$12 million annual turnover, business levy $60,000; it was reduced
from 0.5 per cent to 0.4 per cent; it was reduced from $60,000 to $48,000—
$12,000 reduction; $1,000 reduction in corporation tax effectively—this is what it
is. It is a form of corporation tax; it is for those businesses that do not declare
corporation tax. So you have business with a multi-turnover of $1 million, and
one is getting a reduction in tax of $1,000 per month. What is the point of that?

It leads again to the whole question of compliance, tax avoidance and so
forth. The businessman would just declare a lower turnover. That is all. | do not
know what was the whole point. Perhaps the Minister is dealing with those
businesses that have turnovers of $100 million or $1,000 million. So that when
there is a turnover of $1,000 million the reduction in business levy is quite
significant, but it does not help the persons in the vast majority of businesses in
Trinidad and Tobago. You would agree that not many businesses in Trinidad and
Tobago have income in excess of $10 million per year. So that if | were to hazard
a guess | would say that more than 75 or 80 per cent of all the businesses in
Trinidad and Tobago, 90 per cent for that matter, have received a trivial relief
from the reduction in business levy. So what is the point? It is either you leave it
or you remove it.

Mr. Speaker, the Minister made a statement to the effect that this was a signal
to the business community, that his administration intended to review the whole
system of the business levy and perhaps seek further reductions. Who can take
that for granted? In the same budget speech the Minister of Finance indicated that
he was going after the credit unions and then when he was confronted with an
outcry from the Credit Union Movement and the country at large, he said,"no, |
only said that | was going to do it but | am not really going to do it". So that who
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can take for granted if he said that he was going after the business levy that he, in
fact, would do so.

The Minister talked about levelling the playing field, and | have to ask the
guestion: Levelling the playing field for whom? The Unit Trust Corporation is
the small man's institution in Trinidad and Tobago. Many persons in the middle
and lower income groups in Trinidad and Tobago have invested in the unit trust
precisely because they have got the tax relief, small as it may seem by my Friends
on the other side, who have not seen anything of owning two or three Mercedes
Benz and amw, as well, but for persons who got that tax credit of $625.00, it
was significant to them. Many of the persons in the lower and middle income
groups only invested in the unit trust and got involved in saving because of that
tax credit. It was a fiscal incentive to persons to save. The Minister has come with
the theory that if one reduces overall tax levels persons would be encouraged to
save. That is not so. When one treats with income as an overall package, decision-
making comes into play and the person does not necessarily take the income
available to him or her and put it into savings. It is well-known for those who
study human behaviour that it is not natural for persons to save. That is not
natural. Persons must be encouraged to save. This is why in most countries in the
world there are incentives to save. The whole question of mortgage interest relief,
again, is the concept of saving, because when one puts money into a property,
that again deals with long-term savings accrual. In previous years insurance
premiums were subject to a tax relief. Again, the motivation at the time was to
encourage savings because many insurance policies have funds which accumulate
over a period of time, so it is a form of savings. So that | deplore the proposals of
the Government in levelling this playing field.

| ask: For whom are they levelling this playing field? They are not levelling
the playing field for the small man. The Government has to be levelling it for
somebody else; but they are not levelling the playing field for the little man, for
the poor man, for the public servant, for the middle-income taxpayer; they are
levelling the playing field for somebody else, with this whole question of removal
of the unit trust tax credit. | have noticed the Minister did not confine his attack
on unit trust to the incentives, he went ahead of the unit trust. | have also noticed
that he seemed to have a serious bee in his bonnet about the unit trust, and it gets
curiouser and curiouser and we shall see what would transpire in the months to
come.
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| deplore the sterile action of this Government in removing incentives that
have been in place for many, many years and have worked and allowed little
people to build up considerable funds in the unit trust. Why should someone put
money there now? What is the advantagdtterruption] Mr. Speaker, | do not
know what that exchange is all about. The Minister of Finance is quite serious
when he goes after individuals—this is the same Minister of Finance who made
quite caustic and critical comments about heads of state enterprises and indicated
that heads would roll—they would surely roll—a very serious man indeed. We
better watch out! | am glad | am not the head of a state enterprise otherwise |
would have been gone too. Mr. Speaker, that is just an aside. You know it does
not become persons in high positions; persons in positions of authority, to be
issuing threats to the ordinary members of the public, to citizens, to behave in an
arrogant fashion, to indicate that your turn would come. It does not become
holders of high office in this country. People do not like when Ministers threaten
ordinary members of the public, and | would advise Members on the other side to
refrain from that kind of behaviour.

2.50 p.m.

One aspect of the Finance Bill that | wholeheartedly support and for which |
commend the Minister is the extension of the tax concessions for building
construction from December 31, 1995 to December 31, 1996. | wish to
congratulate the Minister for continuingPaM policy. We on this side had found
that the tax exemption for properties completed by a certain year had caused
fantastic stimulation of housing and building construction particularly in Port of
Spain, north-west Trinidad and in south Trinidad as well. One only has to look at
the expansion of housing construction in Diego Martin and of the commercial
building construction in Port of Spain, San Fernando, Chaguanas, and so forth, to
see the benefits of that measure which gave builders an incentive to construct
buildings and take some of their cash and put it into construction.

Mr. Speaker, wealth is all very well in the bank, but when it is converted into
construction, it creates jobs. The only measure that | can see in this entire Finance
Bill in a small way that creates jobs is that measure, apart from creating
employment for a number of car thieves with the used car trade. But we are
talking about legitimate employment, and | am not surprised that the Minister
introduced it. | know he has many associates and friends involved in the business,
as have I, Mr. Speaker. | have many associates and friends involved in the
business and | had intended to approach the Minister of Finance. In fact, we had
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discussions on this matter in 1995, because we had seen a tremendous expansion
in building construction in Trinidad and Tobago. So that is very commendable,
and | hope that the Minister will take that same approach and extend it to other
areas of the economy.

However, this Government, in its fiscal measures, its revenue collection
measures, its estimate of expenditure, in the whole manner in which it has gone
around managing the economy of the country, has demonstrated complete lack of
regard for the importance of the construction industry. The construction industry
is one of the major employers of people in the world and this is also true for
Trinidad and Tobago. It is very disappointing that in the revenue measures, we
see the removal of the tax incentives on bonds raised byThe. It is very
disappointing. Again, another removal of incentives for construction.

They have suspended work and terminated a number of major construction
projects which were either in train or due to commence in 1996. The effect of all
of this is simply not a crashing of a development programme, but it will have
effect on the Government’s revenue because the whole question of the stimulation
of employment, is the payment of income tax by those persons who are employed
in the construction industry, the payment of value added tax by those businesses
involved in the manufacturing industry and it is truly unfortunate that this
administration—and | do not blame the Minister of Finance for this, | blame the
Minister of Planning—has approached the whole question of incentives for
construction and the construction industry, and revenue collections from the
construction in such a cavalier and flippant manner.

If the UNC/NAR coalition had continued with the projects that were in train by
the PNM administration, there would have been enhanced revenue collection,
enhanced collection of income tax, corporation tax and value added tax in the
building industry. But what did they do? They do not seem to understand cause
and effect. They terminated the National Library project, $80 million of revenue
going into the system at least $30 million dollars of wages, Mr. Speaker, $25—
$35 million—

Mr. Speaker: Hon. Members, the speaking time of the hon. Member has
expired.

Motion made,That the hon. Member’'s speaking time be extended by 30
minutes.[Dr. K. Rowley]

Question put and agreed to.
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Mr. C. Imbert: Thank you, Mr. Speaker, and | thank hon. Members on the
other side, despite the flippancy of the Member for Couva North, but he is
famous for being flippant, and the trivia of the Member for Oropouche because
he is famous for being trivial.

Mr. Sudama: The Member is like a recurring decimal, anytime he speaks it
is the same thing.

Mr. C. Imbert: As | was saying, the National Library project would have
injected $25 million in wages into the system, direct employment and that is on
site. In the manufacturing industry, it is estimated that a number of jobs would
have been created for every job on site and estimates ranged from three to five
persons engaged in manufacturing, transport and service sector connected with
the building industries for every single actual job on site. Take a project like the
National Library where at least 500 jobs would have been created directly on site
and using the multiplier effect, one would see that over 2,000 jobs would have
been created in the economy of Trinidad and Tobago. As a result of that project,
2,000 families would have received income; pay value added tax; purchased
goods and services from other persons thereby creating economic growth in the
system. When one goes through Port of Spain, one sees the abandonment of the
National Performing Arts Centre and Harris Promenade in South Trinidad,
despite the sleight of hand of the Member for Oropouche who is trying to fool the
people by telling them the project is still going on but the Government is not
putting in any money.

Hon. Member: Let the private sector do it.

Mr. C. Imbert: Very funny. From where is the private sector going to find
$500 or $800 million to build the Harris Promenade? So we have the
abandonment of Harris Promenade; Chancery Lane project; Arima Judicial
Complex; and the virtual abandonment of the Carenage School. We are almost in
May and despite promises from the Member for Couva North and the statements
of the Member for Oropouche, nothing has started on the Carenage School, no
wages for the people in Carenage from that school, no injection of revenue into
the economy, no collection of taxes in the Carenage area from that school.

We will see if they are men of their word. As we go along we see that the
provision in the budget for many projects is under-budgeted. The rural access
roads and bridges programme—whereas we had awarded contracts to the value of
$95 million in August 1995, and work actually started in October on a number of
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projects throughout Trinidad and Tobago—teC/DAC coalition is claiming

credit for that in their typical style. It is absolutely amazing. The other day |
opened the newspaper and | saw that work has started on the Tunapuna
Administrative Complex. Work has started in April 1996, when we turned the sod
in February 1995, but this is the kind of information that creeps into the system,
Mr. Speaker, and | do not blame the media—

Mr. Sudama: What happened from February to November? What were you
doing?

Mr. C. Imbert: —because they are subject to misinformation from Members
of the Government. When a Government Minister can get up and cut the ribbon
for a building constructed by tlrvM and say; “I build this” what does one want
the media to do?

3.00 p.m.

Let us go back to the whole question of revenue. If one looks at the whole
East/West Corridor and the cavalier fashion in which this administration has
destroyed the construction industry, one sees the public sector building
programme in the East/West Corridor and in San Fernando and in other parts of
the country. The road building programme put together by the prewioums
administration would have generated employment for thousands of persons
throughout Trinidad and Tobago and would have ensured collection of income
tax, payment of value added tax; enhanced the Treasury and so forth. | see that
they have shelved the entire comprehensive highway building programme for
1996, a programme where we were going to spend between $75 and $100
million, injecting life into the construction industry, stimulating the economy,
kick-starting other sectors of the economy. They crashed it. They cut it out. They
have completely abandoned the World Bank-funded $400 million drainage
programme which was to start in June this year.

Again, we were going to spend millions of dollars building new drainage
channels; building detention ponds; putting in pumps. Central Trinidad, Mr.
Speaker—in their ignorance they have not just attacked areas of trad#ional
support, but they are attacking the whole country. By abandoning the drainage
programme, they have attacked their own core, the central Trinidad area. This is
where we were going to spend $100 million.

So that, Mr. Speaker, what we have discovered is that in the national
programmes where the UNC/DAC coalition has no choice—because these are
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World Bank-funded, or funded by thebpB—and these agencies keep a very
close eye on you and seek to ensure that you spread the construction in an
equitable manner; that you distribute it carefully—because it wagvaproject,

they scrapped the whole thing. And in areas where they could find projects that
would have enhanced revenue distribution and collectic’Nim areas, they just

cut it out. So when it was RNM project, they just take it out, and when it was a
national programme because soRMM areas would have got something, they
take it out too. So that the net effect of all of this, as you hear from the experts in
the industry, they like to pretend they have their head in the clouds or in the sand;
they live in glass houses, whatever.

There is a raging debate in the construction industry right now about the
effect of the Government’s cavalier and indifferent attitude to employment and
income generation in the construction industry. But they do not care, they just
carry on with “business as usual” and this would have created jobs, and enhanced
economic growth. How is the Minister going to achieve his projected 4.5 per cent
growth only on the enhanced oil prices they are receiving through no actions of
their own?

Mr. Speaker, there is a tendency from Members on the other side to claim
credit for increase in oil prices. Little Trinidad and Tobago, which can have no
possible effect on world oil prices. | distinctly remember during the Gulf War,
when the national Treasury was enhanced to the tune of some $500 million
because of Saddam Hussein’s invasion of Kuwait; $500 million in extra oil
revenues came into the Treasury. | distinctly remember hearing people on the
other side say, it was our fantastic and prudent financial management of the
economy that resulted in this additional $500 million; and going to every length
to say that there were no additional oil revenues; it was our good work.

Again, where the price of oil has been a bit higher in the first few months of
1996 than anticipated, we are going to hear the Members on the other side take
credit for that. But it does not matter. | am glad that Trinidad and Tobago is the
beneficiary of higher oil prices. | am glad that increased revenue is coming into
the Treasury, so perhaps the "fudge” that the Minister constituted in his Revenue
Estimates, the "fudge" of about $1 billion, where he over-estimated value added
tax and other taxes—I am glad that that "fudge" will be compensated in some way
by increased oil revenue so that the citizens of Trinidad and Tobago will not have
to suffer anymore the cutbacks in expenditure which are already taking place in
most ministries of Government.
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The Minister is well aware that his revenue projections that will arise out of
these measures are way off target—well aware of it—and as a result there have
been severe constraints placed on Government ministries. Many programmes
have received no releases at all. On the whole question of goods and services,
ministries are struggling to survive, because the Minister of Finance, knowing
that he over-estimated revenue, is cutting back on expenditure. Well, he has to
manage the economy. But | am glad that the "fudge"” in the budget will be, in
some way, compensated by increased oil revenues.

The effect of all this, Mr. Speaker, is that the economy is stagnant. Whatever
growth there may be in the economy, if it exists, is as a result of the momentum
from the 4.5 per cent growth-rate that was achieved in 1995. You see, Mr.
Speaker, the previous administration did, in fact, place the economy on a sound
growth path. | know it is in the interest of the Members on the other side to
pretend that is not so, and to try to debunk the generally accepted view that the
PNM managed the economy very well. It is not in their interest to have a generally
accepted view that theNM managed the economy well. So that the Members on
the other side will take every opportunity to try and debunk that generally
accepted view with a number of statements which are not going to be entirely
accurate, which have not been entirely accurate. But the fact of the matter is,
because of the over-estimation of revenue and the Minister’s need to cut back, the
economy is flat. Nothing is happening in Trinidad and Tobago.

Mr. Singh: What about the road tax fund we have been collecting. Talk about
that.

Mr. C. Imbert: Some question of disbursement to ministries so nothing is
happening in Trinidad and Tobago. | heard one of my Friends bleating from the
other side; it is unfortunate. One should not speak about things about which one
does not have sufficient information. Do not take any “basket” from anybody
who may give you wrong information.

The fact of the matter is, Mr. Speaker, the administration,uthe/DAC
coalition, over the last five months has done nothing to expand the economy of
Trinidad and Tobago, or to generate revenue; or to enhance revenue collection; or
to generate money to run this country. What it has done instead, is thrown up a
number of smokescreens—this attack on the media—so that people will not focus
on the fact that it is not doing anything. All it is doing is going to parties and jet-
setting all over the world. | welcome back the Member for Couva South. | hope
that he had a good time on his $100,000 trip to Malaysia.
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But you know, Mr. Speaker, this is what is going on in this country. They are
buying Mercedes Benz; going on joy rides; going to every féte in town. That is
what the administration is doing—having a good time; but it is not running the
country. It is not dealing with the structural problems of this economy; not
dealing with the structural problems of our social fabric.

3.10 p.m.

The way the Government is interfering with the incentive regimes that lead to
savings, it is further destimulating the economy. Not only is it suspending
development programmes, it is removing incentives. It is dismantling everything
that thePNM™ did out of some wild desire to recreate history and to rewrite the
history of Trinidad, to create the myth that them did not manage the economy
well. This latest fiasco that is erupting—again, a smokescreen—it hopes that will
run in the media for another three months, distracting public attention from the
fact that it is doing nothing.

| ask the Minister to look at certain aspects of this Finance Bill. There are
certain aspects which I commend and certain aspects which | consider to be
negative and counterproductive and there are certain aspects which | consider to
be downright dangerous and particularly, the provisions relating to used cars and
this new regime that has come in for returning nationals. It will encourage fraud,
tax avoidance and it will encourage distortion of the resale market for motor cars
and it will cause much hardship for many people in Trinidad and Tobago.

| thank you, Mr. Speaker.

The Minister of Trade & Industry and Minister of Consumer Affairs
(Hon. Mervyn Assam): Mr. Speaker, | rise to support the Bill to provide for the
imposition or variation of certain taxes and duties, for the incorporation of the
amendments made by the Provisional Collection of Taxes Order, 1996, to
introduce other provisions of a fiscal nature and for related matters.

It is a rather tedious and difficult exercise that | am about to undertake to
respond to the Member for Diego Martin East because it would appear that he is
developing a reputation in this honourable House for being a past master of
propaganda andnauvais langueand the same misinformation of which he
accuses this Government. His contribution lasted about 65 minutes; he spent more
than 35 minutes on one item with respect to motor vehicles.
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He really gave us an insight as to how his mind works because, indeed, | had
not realized the number of tricks that the former Minister of Works and Transport
had been exposed to and that he had, in fact, become so versed in, that he gave us
an actual treatise on the kind of corrupt practices that, perhaps, obtained when he
was the Minister of Works and Transport.

It was unfortunate that during his tenure of office that he likes to boast about,
although no one seems to know his particular achievements when he held that
office, that he did not tell this honourable House how he sought to put
mechanisms in place in order to avoid all of the corruption that he seems to be so
familiar with.

When this Government assumed office in November 1995, we had a
responsibility to put together a budget for presentation as early as possible and in
so doing we encountered a number of problems. One of the problems was the
issue of those vehicles that the hon. Minister of Finance sought to provide a
solution for and indeed, a solution was found and a solution was applied. | cannot
understand why the Member for Diego Martin East comes today to repeat the
same things he repeated during that budget debate, except of course, at that time
he did not have the audience or the television cameras which, perhaps, he has
been supplied with today and for which he is taking so much unfair advantage.

One of the things that the Member for Diego Martin East spoke about was
simplification of the tax system. It is to the credit of iR Government which
undertook one of the most comprehensive overhauls of the tax system in this
country and which sought to simplify the tax structure in this country by placing
more emphasis on indirect taxation as opposed to direct taxation and began to
lower the burden of both personal taxation and corporate taxation on the citizens
of this country. No sooner than tR&M got into power in 1991 they attempted to
reverse the system that was put in place by that previous administration, and they
are the ones who complicated the system. Indeed, the Member for Diego Martin
East speaks about the trivial amount of relief that the Minister of Finance gave to
citizens of this country in the recent budget presentation and in some cases he said
that citizens were paying more taxes as a result of the measures that were
introduced.

Mr. Speaker, there is a great irony that exists in this world that people seem to
have very short memories or perhaps they do not have a deep appreciation of
history. Of course, | can excuse the Member because he is an engineer by
profession and he would not have dabbled into the niceties of historical matters. It
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was the Government of tiNM after theNAR Government had reduced taxes to

40 per cent, in its very first year of Government, increased both personal and

corporation taxes from 40 per cent to 45 per cent and he was part of that
Government and part of that Cabinet and part of that budget for which he must
take responsibility. He speaks today that he would like to encourage the building

of houses and that each person should have an opportunity to own his or home. It
is a commendable suggestion and sentiment by the Member for Diego Martin

East, but unfortunately his sentiments do not square with the reality.

It was his Government during the period 1986—1991 that reduced the amount
of mortgage interest that a home owner could claim against his tax liability from
$36,000 to $24,000. That is a fact and they tinkered with the tax system even
further because they introduced for a very short while a provision where one can
claim maintenance and repairs to the tune of $12,000 and after one year having
sweetened the people they took it away in the most bitter fashion. Without
warning they took it away! The Member spoke today about giving people
incentives through the tax system to earn their own homes and they are now
criticizing this Government because it has reduced the amount of mortgage
interest from $24,000 to $20,000.

The Member went on further—and this is why | say it is so tedious to address
these matters and to repeat them—and spoke about this Government's removal of
tax credit from people who purchase unit trust shares and in a plaintive way as if
he is really interested in poor people in this country, because he is not interested.
Every time he speaks, he speaks in bourgeois language. He told us that we
removed the tax credit of $625.00 if you purchase $2,500 of increased units in
any one tax year. It was that Government of which he was a part and a Cabinet
Minister that removed the tax credit on the Second Unit Scheme which is equally
used by the poor, ordinary man and the saving public of this country.

Dr. Rowley: Do you know what you are talking about?
Hon. M. Assam:You know. That is why you are on that side.
3.20 p.m.

He went on in his usual unique manner giving the impression that this
Government had, in fact, introduced a measure against credit unions and after
some form of public opinion that we withdrew the particular measure, when, in
fact, the measure that he spoke about was merely an indication on the part of the
Minister of Finance that he would consider in 1997, not 1996, removing the tax
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credit from persons who buy shares in credit unions. It is a total piece of
misinformation and wickedness on the part of the Member for Diego Martin East
to suggest, that included in that budget presentation, was any indication of policy
on the part of the Minister of Finance to include in 1996, the removal of tax

credits on credit unions, and that it was public opinion that forced him to

withdraw it. It is a total piece of wickedness and misinformation.

Mr. Speaker, when | sit and listen to the Member for Diego Martin East speak
about financial prudence and how well his Government managed the economy,
again, something seems to be radically wrong with the Member for Diego Matrtin
East. | do not know if too much cement went to his head. | wonder if he is aware
that the government, of which he was a part as a Cabinet Minister, spent over
$100 million in La Brea and that whole project has come to nought. One hundred
million dollars of taxpayers money sunk into the grouiaterruption] Exactly!

How much relief could have been given? How many highways and schools in

Carenage could we have built? The Member for Diego Martin West would not

have had a problem today with respect to getting a school in Carenage. Do you
know how much water we could have distributed? The Member for Arouca South

would not have complained about not having water, although it is a legitimate

right to have water, but we could have increased the amount of truck-borne water.
Mr. Speaker, they sunk $100 million plus in the La Brea/Brighton area.

It is strange how history repeats itself. The very party to which the Member
belongs, a few years ago sunk $120 million in a racing complex that was aborted.
| repeat, $120 million was sunk in a racing complex by the party the Member for
Diego Martin East belongs to, a few years ago. That project had to be aborted.
Yet he speaks about financial prudence and management. There were overruns in
the Caroni Arena Dam Project; overruns in the Hall of Justice; overruns in the
Financial Complex; overruns in the Riverside Plaza; overruns in every single
project that that government and its predecesson governments undertook.
The Member for Diego Martin East comes today and has the temerity to speak
about financial prudencfDesk thumping]

He criticized the hon. Attorney General for going to Malaysia. The hon.
Attorney General went to Malaysia on official business, a Commonwealth Law-
Ministers Conference, but the Member calls it a joy ride. Again, the Member for
Diego Martin East’'s memory is very similar to his stature; very sliDesk
thumping and laughter]He forgot that he was a Member of the same Cabinet in
an administration which went on a joy ride to Hong Kong. It created serious



697
Finance Bill Thursday, April 25, 1996

mental problems for those who went there upon their return. He forgot the joy
ride of Members of his administration who went to Haiti and many other joy
rides, and he comes here today to criticize the Attorney General who went to a
legitimate conference, the Commonwealth Law-Ministers Conference.

The Member for Diego Martin East spoke about so many people on this side
owning Mercedes Benz and so forth. | am amazed, Mr. Speaker, because in the
first six months in theeNmM's administration from 1991—1995, one saw Volvos,
Maximas, Super Saloons, Madza 929s parked all over St. Vincent Street, Knox
Street and Abercromby Street. Glittering! Even after they had demitted office
some of them are still driving half a million dollar Land Rovers; and he has the
gall to speak about people on this side driving Mercedes Benz.

| think there are two Members on this side driving Mercedes Benz. One
Member is driving one that is 18 years old; the other Member owned one that was
12 years old and has just changed it. But he is talking about Mercedes Benz. Two
Members on this side have Mercedes Benz, one is 18 years old, bequeathed to
him by his father, the other is 12 years old and the Member just traded it in for a
new one, which is his legitimate right.

Mr. Valley: What is this Parliament really coming to?

Hon. M. Assam: | know what Parliament is coming to, when Members on
the other side could stand and say things with licenfleterruption] Of course,
only you know how to make sense.

Mr. Speaker, the Member spoke about this Government destroying the
construction industry; that since we have come into office we have suspended
work and terminated a number of construction projects. Of course it is very easy
to stand in this House and claim privilege for talking things that are totally
erroneous. The only project the Member has been able to identify is the Library
Complex. Perhaps the Member has cocoa in the sun? Maybe the Member for
Diego Martin East, in complimenting the Minister of Finance for the extension of
tax concessions on the construction of buildings after 1995, has some serious
interest. | have been told that the Nolan Committee Report had some interesting
things to say. Is it because the Member for Diego Martin East himself has an
interest in construction that he is so keen and anxious for this Government to start
putting money into construction in particular areas of this country? | just want to
know!
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The Member spoke about his Government’s road-building programme. What
road-building programme did ttrnM undertake during the period 1991—1995?
| live in this country and I think | have driven all over this country—it is one of
my hobbies to drive into the deep country and all along the highways. The only
thing that was evident during that, less than four-year period, was badly paved
and badly repaired roads. Some of the worst materials, some of the worst mixes
and some of the most horrible workmanship ever undertaken on road-building
and road-repairing and maintenance in this country was done during that four-
year period of his party's administration. They would patch the roads today and
the hole reopened the next day. They resurfaced today and within a month the
whole road was completely cracked.

3.30 p.m.

Mr. Speaker, he talks about financial prudence and management. Do you
know that the figures have revealed that the Ministry of Works under the
stewardship of the last Minister, the Member for Diego Martin East, over-spent in
1995, over and beyond the budget, $18.5 million in the Unemployment Relief
Programme? Do you know he over-spent $12 million in the road improvement
programme and there was no improvement? The Member comes here today and
tries to make this side of the House look dishonest; uncaring; lacking in concern;
not understanding what we are doing; attempting to retard progress; killing the
construction industry; placing kinds of biases in certain areas of the country, with
certain overtones as he is wont to suggest with all kinds of innuendoes. That is the
kind of Member of Parliament that we hear every time we sit here and the
Member for Diego Martin Central asks: "Is this what Parliament has come to?"

The Member should read thdansard records of that Member for Diego
Martin East. The Member for Diego Martin East is a bundle of contradictions; |
do not know how, packed into that small frame, the Member could have so many
contradictions. He spoke about Members on this side having our heads in the
cloud and no sooner he had said that we have our heads in the clouds, he said we
have our heads in the sand. | do not know which one to believe.

The Member talked about the financial lack of prowess of this Government,
particularly the hon. Minister of Finance, and said that we were attributing the
increase in oil prices to our own ability; and that during the Gulf War one
Government did the same thing that created growth temporarily and that his
Government has brought about permanent growth of 4.5 per cent. The
government of which he was a Cabinet Member made a prediction in a certain
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budget speech of US $21.00 per barrel of oil. They could not make it, they had to
come back to the Parliament and revise that ridiculous estimate, notwithstanding
the fact that the entire business community and every single intelligent person in
this country told the Minister of Finance and that government at the time that
$21.00 per barrel was pie in the sky. This Government has predicted US $17.50
per barrel in the 1996 budget. The Minister of Energy in his regular reports to the
Cabinet—although the Members opposite believe that this Cabinet does not have
the kind of information system, managerial and decision-making techniques
which they lacked during their administration—informed us on the daily
production of oil and on the average price of oil, so that we can be kept abreast of
what is taking place in the country and in the world. To date, the budgeted price
of $17.50 has been exceeded by more than US $2.00 per barrel. And they talk
about this Government lacking prowess!

He also said that we have not attacked the drainage system in this country. |
wonder if he just stays on that beautiful road he constructed in Paramin,
overlooking that beautiful area, if he only stays there breathing in the rarefied air
of that beautiful piece of the country which he has constructed with taxpayers'
money for his own benefit. | wonder if he travels around the country and sees the
enormous amount of drainage work that is being undertaken by the Minister of
Works—]Interruption] Yes, | would give way, | am a decent man.

Mr. Imbert: On a point of order, Mr. Speaker. Standing Order 36(5)—ONh, |
am so sorry, but | would still stand on a point of order. The Member is imputing
improper motives. He has alleged that the Paramin Road was repaired for my own
benefit. | wish to put on record that the roads in Paramin were repaired as part of
an IADB Agricultural Road Programme. Mr. Speaker, | deny absolutely, any
involvement; any benefit; any interest in the matter.

Hon. M. Assam: Mr. Speaker, | really thought that | was giving way to get
some clarification, | did not realize that the House would have been given some
more diatribe. To return to my presentation, this Government has been
commended by every trade organization in this country. The Trinidad and
Tobago Manufacturer's Associatiotitrterruption]

Mr. Imbert: Mr. Speaker, on a point of order. The Member has ascribed
improper motives to me. | ask that under Standing Order No. 36(5) that remark
be withdrawn. | have no interest or benefit whatsoever in any road construction in
Trinidad and Tobago. | ask that he withdraw the statement. The roads were not
constructed for my benefit.
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Mr. Speaker: As | understood it, the Member for St. Joseph spoke about
your paving roads in Paramin where he says you live. Did | understand him to say
that that was a benefit to you, and you are objecting to that?

Mr. Imbert: Yes, Mr. Speaker.
Mr. Speaker: Do you live in Paramin?
Mr. Imbert: No, Mr. Speaker.

Mr. Speaker: If indeed what the Member is saying is that you live in
Paramin and you benefited from the road which you paved in Paramin, that is a
point of clarification. | do not think it is a point of order. It is a question of
clarification. You can even clarify that with the Member.

Hon. M. Assam: Mr. Speaker, | was saying before the interruption and your
gracious ruling that many of the trade and business organizations in Trinidad and
Tobago have come out openly and complimented this Government and the
Minister of Finance when the budget for 1996 was presented. | speak of
organizations such as the Trinidad and Tobago Manufacturers' Association; the
Trinidad and Tobago Chamber of Commerce, the Small Business Organizations,
the Southern Chamber of Commerce. Indeed, all without exception, the
accounting and auditing firms that are accustomed, immediately after the
presentation of the budget, to doing a proper analysis and providing booklets for
people to understand some of the measures, came out in high praise of this
Government and the measures that were presented on that occasion.

And indeed, as someone who goes out on the street talking to taxi-drivers,
people in the Central Market; in San Juan Market; in Tunapuna Market; even in
Marac—where | saw the Leader of the Opposition attempted to reverse some of
the evils that they have inflicted on this society, trying to give people the
impression that he was so concerned—people were in high praise of this
Government; throughout the length and breadth of this country.

3.40 p.m.

Mr. Speaker, | was in Tobago only recently on very serious business and | had
an opportunity to go around almost the entire island and the people in Tobago
were saying that they were very happy. | went to Tobago immediately after the
budget in order to attend a seminar that was conducted by the Chamber of
Commerce there, and that was led by the economist of the Republic Bank who
was present and they were in fulsome praise of the Minister of Finance and this
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Government for the responsible budget that was introduced and which touched
every economic class, sector and region of the people of Trinidad and Tobago.
Today the Member for Diego Martin East is attempting to use the occasion of
television and some unsuspecting young minds in order to brainwash them into
some of the most erroneous and misleading information that any Member of
Parliament can use parliamentary privilege to promulgate in this honourable
House.

Mr. Speaker, this Government is committed to diversification and balanced,
integrated growth so that the skewed nature of growth and development that took
place under that regime for thirty-odd years and more, will cease under this
administration. We will undertake projects and programmes and introduce fiscal
measures that will benefit the entire society, whether it is small business
development, the introduction of enterprise zones, or the levelling of the playing
fields in all the areas that had been unlevelled in the past. This Government will
make it its business to ensure that we have balanced economic growth and
development.

We are committed further, because this is included in the budget statement of
the hon. Minister of Finance to continue to look at the tax system with a view to
reducing further corporation taxes and income taxes once the revenue base of the
country could withstand it. We are also committed to rationalizing the tax system
so that as we reduce the levels and the bands in corporation and income taxes,
obviously the incentives and all the other tax benefits must disappear over time in
order to have what the Member for Diego Martin East calls a simplified tax
system, and | believe that is the way most modern countries are heading.

It is very easy for the Member for Diego Martin East to come here and say
that we have abandoned this and abandoned that. What he has failed to realize is
that we have been engaged over the last four to five months in a very serious
exercise of determining priorities and where resources should be deployed. |
wonder if he does not know, being an engineer, that the economic problem is
really allocation of scarce resources and we are in a situation of scarce resources.
We must allocate these resources in areas that would make the greatest impact in
terms of growth, development, job creation and the redistribution in some of the
skewed areas that had existed in the country for the last 30—35 years. That is the
commitment and that is the purpose why it is felt that we are taking some time
with respect to certain decisions.
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Each time we meet, this Cabinet is very mindful of its responsibilities whether
it is in drainage; road construction; housing; settlement; the provision of water;
school places; new scholarships; trade policy; consumer policy; gas policy; you
name it. We have been involved in the whole range, the whole matrix of decision-
making which will redound to the benefit of this country. Before long, Mr.
Speaker, this country will see as it has never seen before a set of economic
policies and programmes that will catapult Trinidad and Tobago into the 21st
century.[Desk thumping]

You have not heard about agriculture yet, | will leave that for the hon.
Minister when he unveils his plan. You have not heard about health and | will
leave that to the Minister of Health when he unveils his plan. | have not spoken
about Sports and Youth Affairs, | will leave that to the hon. Member when she
unveils her plan and driving all of this, is the indomitable sage and wise Minister
of Planning and Development whdtaughter and desk thumpinglill be
responsible for co-ordinating the entire planning and development efforts, and to
put the icing on all that, is the great wisdom and experience of the Minister
ExtraordinairgDesk thumping]

Mr. Speaker, to give effect to all of these things, we have in the person of the
hon. Attorney General an indefatigable Member of Parliament who will be
bringing a legislative agenda to this House that will ensure that all of the
programmes and policies of this Government are given legislative effect so that
we can carry on the business of developing and growing Trinidad and Tobago,
and bringing about a society in which we can have an enhanced quality of life.
That is the vision we have and that vision is embodied in the same person you
feel is flippant. That entire vision is embodied—

Hon. Member: In whom? In the Minister of Planning and Development?

Hon. M. Assam: —in the corporeal fornjLaughter and desk thumpingif
the hon. Member for Couva North. That is where the vision is incorporated for
your information, not the flippancy with which you wish to associate him.

Hon. Member: He is making sure he does not get reshuffled.
Hon. Member: "Talkalypso™!

Mr. Speaker: Hon. Members, although the Minister has not asked for
protection, | think he needs fl.aughter] | honestly do think that he should be
permitted to proceed.
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Hon. M. Assam: Mr. Speaker, | thank you for your intervention. The other
side having had a long run in government, did not seem to understand many
things about the economy, particularly taxation and that was extremely injurious
to growth in this country, that is why this country experienced so many years of
no growth.

When one considers the natural resources of this country, the fertility of the
land, the marine resources, the inexhaustible amount of human resource and skills
that we have in this country and our natural location, one sees that God has been
good to us in that we are not afflicted by natural disasters, except for some
flooding. One would appreciate the disaster management to which this country
has been exposed under the past regime because for years, this country would—
with an accretion of all the things about which | had spoken—have experienced
negative growth.

It took theNAR administration, after many years of negative growth, to usher
in a new era of growth in this country and they are talking about 4—5 per cent.
They actually piggy-backed on the policies and the framework, and the
momentum was set by theAR government, in 1990—1991. That is what
happened, and even with that momentum, they slipped, they went back, they
receded. There was some recidivism on their part because they slipped back into
negative growth for a short while and then they emerged again. | am happy that
growth emerged in 1995 because | am a Trinidadian to my toenail and everything
that | do and say, | would like it to redound to the benefit of the people of
Trinidad and Tobago whom | am pledged to represent.

3.50 p.m.

Mr. Speaker, they take false credits, and it isuRe/NAR Government which
will take this country to great heights of economic prosperity; to great heights of
spiritual and social strength. It is this Government, Sir, that will ensure equality
and a just society for all. That is the purpose of a budget, of fiscal policy; of
development with quality and a human face. There is a poem which says: "Power
is not enough to make us strong. The heart must also sing the human song." It is
the human song that thidC/NAR Government has been reverberating throughout
the length and breadth of this country, since it assumed offlesk thumping]l
expect, Mr. Speaker, that Members opposite will take up the chorus in this
wonderful crusade that we have embarked upon to bring about true economic
equality and justice, and balanced, integrated growth and development through
our fiscal and other policies for the people of Trinidad and Tobago.

| thank you, Sir[Desk thumping].
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Mr. Martin Joseph (St. Ann’'s Ea$t Mr. Speaker, Members of this
honourable House, in making my contribution to the Bill that seeks “to provide
for the imposition or variation of certain taxes and duties, for the incorporation of
the amendments made by the Provisional Collection of Taxes Order, 1996, to
introduce other provisions of a fiscal nature and for related matters”.

Mr. Speaker, my presentation will focus on the fiscal matters. As we all
know, fiscal policy comprises all tax and expenditure transactions of government.
We know that for the Government to be able to provide goods and services it
needs to collect revenues and one of the reasons why we are discussing this Bill is
to look at the various tax measures through which the Government will have
revenues to provide the goods and services. The question of the Government’s
ability to realize some of its anticipated revenues by way of taxation depends, to a
very large extent, on the performance of the economy; and | listened attentively
to the hon. Member for St. Joseph talking about what IJH@NAR coalition
Government's vision of the economy, | guess, somewhere down the road.

My concern at this particular point in time, Mr. Speaker, is the extent to
which the current performance of the economy will allow the Government to be
able to raise the revenues it expects to raise through taxation. Mr. Speaker, | will
tell you why that is my current concern. As we are all fully aware, it is the extent
of the performance of the economy that will determine, to a large extent, whether
or not these taxes are realized. We are also well aware, Mr. Speaker, that one of
the most important pillars of economic performance depends on the persons who
interface with the economy—the extent of the certainty or uncertainty they have
with respect to the economic management of the economy.

Foreign investors tend to look at their number one criteria—notwithstanding
the abundance of natural resources. They will tell you that the first and most
important criteria they look at, in terms of investment in an economy, is political
stability. They say that. | have been listening to the various conferences taking
place in Trinidad recently, the most recent being, | think, the Caribbean
Petroleum Engineering Conference, to which our hon. Prime Minister made an
address; and the Vice-Chairman of Amoco International talked about the
importance of political stability in a country as a major criteria with respect to
investment.

It is in that vein, Mr. Speaker, that | am going to make comments and ask
guestions as they relate to the ability of the Government, as | said, to realize the
kinds of taxes they expect. Recently, Mr. Speaker, because of certain activities of
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this Government, it has caused people in different areas to raise certain kinds of
concerns; and | link those concerns back to the question of confidence in the
economy. Permit me, Mr. Speaker, to quote from the hon. Member for Tobago
East and Minister Extraordinaire. In an address at another place he said: “The
high crime rate, the wvulnerability of the economy, the deteriorating social
conditions; the gloomy political prognostications, make political stability, in my
view, the highest priority in the interest of our nation.”

Mr. Speaker, | listened attentively to the hon. Member for St. Joseph talking
about all of these niceties and the various things that we can expect from the
UNC/NAR coalition, and we have the Member for Tobago East indicating, in no
uncertain terms, that the question of political stability has been his most important
consideration in terms of the activities of the Government over the last five
months. It is against that background, as | said, we must address the extent to
which the question about confidence in the economy and by extension,
investment and the ability of the Government to raise the revenues that it
anticipates by way of taxation can be realized.

We also know, Mr. Speaker—and the Member for Diego Martin East alluded
to it—that the flip side of the revenues is the Government’s ability to spend.
There is the question about its capital budget, about delay of projects and the
extent to which, again, that has the other effect with respect to job creation and,
as a result, reduction in unemployment. It is that Government that also linked
employment and unemployment to issues of crime. To the extent to which the
economy is unable to attract the levels of investment and domestic savings that
are necessary for us to deal with the incidence of unemployment which, we
believe, will also positively affect the incidence of crime, levels of poverty and
deprivation in the society, this is the reason for the concerns with respect to these
measures; and what they are likely to achieve.

| am not so sure, Mr. Speaker, on the basis of activities taking place over the
past few months, the question of political stability in Trinidad and Tobago and
the level of confidence necessary to attract the kinds of investors and levels of
investment and also to engineer domestic savings, whether they are likely to be
realized.

4.00 p.m.

Mr. Speaker, it is our hon. Prime Minister, who, in opening the Caribbean
Petroleum Conference stated, and if | may be permitted to quote:
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"Trinidad and Tobago remains an attractive location for foreign investment
largely because of our natural resource-base, our proximity to key markets,
highly developed infrastructure, our stable political climate, highly
knowledgeable and skilled workforce and our ability to negotiate competitive
and flexible fiscal and trade incentive packages."

The hon. Prime Minister said that; the Minister Extraordinaire and Member
for Tobago East, in his presentation to his group, said something else with respect
to the question of stability.

In terms of the performance of the economy, | have a few questions that |
hope the Minister of Finance in winding up the debate would be able to answer. |
would like to know what has happened to the exchange rate of the Trinidad and
Tobago dollar over the last five months; what has happened to the prime lending
rate; what are the prospects for economic growth for the rest of the year; and what
is the situation with respect to the net foreign exchange reserve. Those key
indicators that indicate economic performance.

It is a pity | do not have the information so that we could compare the
performance of the economy for the first few months of 1995 with the first six
months of 1996, and as a result we would be able to get away from some of the
platitudes and nice words and be able to look specifically at the information. It is
almost six months now.

Mr. Speaker, | hope that we will also be provided in this House with some
indication as to what the prospects for the other six months look like in light of
what we have been hearing and in light of some of the concerns that have been
raised. That is, how is the economy likely to perform in the next six months on
the basis of some of these tax measures that the Minister of Finance has
introduced, and in light of concern with the issue of political stability in Trinidad
and Tobago and its importance as a major pillar in terms of the economic
performance of the economy.

| thank you, Mr. Speaker.

The Minister of Planning and Development (Hon. Trevor Sudama)Mr.
Speaker, | am standing today to make a brief intervention in this debate merely to
clarify a few matters with which we have been dealing.

Before | get into these matters of clarification, | sat and | listened in
amazement to the Member for Diego Martin East in dealing with the used car
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industry in Trinidad and Tobago, not in any comprehensive manner, not
attempting to deal with the overall picture, the benefits which may accrue by
permitting the additional imports in a controlled and regulated fashion.

Mr. Speaker, one of the issues is how to make motor cars more available to
the man of lower average income. The Member dwelt in most of his contribution
on the whole question of revenues, and he dwelt with the question of encouraging
thievery in Trinidad and Tobago.

If there are systems developed without any controls people have a natural
tendency to want to avoid paying taxes; that is a worldwide tendency. If one
develops and strengthens one’s customs, if one develops a system of licensing and
the controlling of garages; if one strengthens the licensing authority in Trinidad
and Tobago and puts the control mechanisms in place, then we would have a
situation where one would benefit from an expanded used-car industry which can
have a number of objectives. First of all, it would reduce the price of cars
available to the average man; and apparently, the Member for Diego Martin East
has a problem with that. Anything which is of benefit to the lower average
income person in Trinidad and Tobago, the Member for Diego Martin East has a
particular difficulty. A few years ago he said that we should abolish all the
welfare systems in Trinidad and Tob&go

Are you asking for my graciousness or are you testing my graciousness? If
you ask kindly you will get it. If you do away with your arrogance, you will get
it. If you give an undertaking [Laughter]

Mr. Imbert: Mr. Speaker, | thank the Member for giving way so graciously.
| simply wish to state that | never made any such statement about welfare
systems.

Hon. T. Sudama:Mr. Speaker, we all remember that, but | would not dwell
on that. When one looks at the advantages of employment generation; when one
looks at the advantages inherent in such system of skills development in the
automotive industry and one balances it, we are not saying that you should go
into this thing without a study. Our position is that one studies the whole picture,
looks at the advantages and possible disadvantages and then comes up with a
proposal where one feels that if it is advantageous or unbalanced that one should
put a system in place which will benefit the whole country through an accelerated
importation of used cars for the population. The Member has a particular
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difficulty with that kind of constructive thinking. All that he has in his mind is
encouraging thievery in Trinidad and Tobago.

One of his colleagues said a few years ago that “all ah we tief?” That is the
PNM’'s mentality, and all he can come up with is the negativity that one is going to
encourage thievery in Trinidad and Tobago, if one is going to do this.

There is a French sayingQh y soit qui mal y penséranslated that meanis
is always‘evil to him who evil thinks.” And that is the mentality of the Member
for Diego Martin East.

Mr. Speaker, | did not really get up here to make that point. | thought that |
would get up and report somewhat because there are many misinformed, ill-
informed and distorted statements being made about the capital programme and
the ongoing negotiations that we have entered into with the World Bank and the
Inter-American Development Bank. The Member spoke about the road
rehabilitation programme loan that we had discussions with the Inter-American
Development Bank and how we have abandoned that.

| just want to report to this House that we have not abandoned that, but we are
looking at that proposal again. One of the key questions that we have to address
and which the bank is insisting upon is that maintenance on the road system in
Trinidad and Tobago must be contracted out. It must be a private sector activity.
It is not an easy question but they had agreed in principle with the Inter-American
Development Bank that you go full speed ahead and retrench persons in the road
maintenance system and then go into a system of contracting out in private sector
activity.

We are saying that while that may be desirable, while it may improve
productivity in the long run, the modalities of implementing that is something that
we have to look at and we have to renegotiate with the Inter-American
Development Bank, so we could put a system in place, if we have that route, to
cause the least dislocation and that is what we are doing.

4.10 p.m.

It is all right to look at these proposals in the light of our own priorities and
philosophy and then to negotiate something which would be acceptable to us. We
are not going willy-nilly into these things.
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As | said, Mr. Speaker, we are having a second look at that programme and
we are looking at the system, trying to implement the contracting-out of the
maintenance aspect of road works in Trinidad and Tobago.

The Member also spoke about the library project and every time he gets up in
this House—it is like a recurring decimal, perhaps, more appropriately, like a bad
penny that keeps turning up. We have stated in this House and elsewhere that we
have to review the library project. As of right we feel that the expenditure
envisaged for the library was not justified and if we are to go into that project it
has to be on a scaled-down basis to achieve the same objectives and to see
whether we could not incorporate other things, such as a science and technology
centre, on which we are putting the greatest emphasis. We are looking at this and
we are revising and when we do decide on what we are going to do we will
proceed in the fashion we think is most appropriate.

The Member comes here again and he distorts—he has always been a stranger
to the truth, and not only that, he says that we are trying to impute improper
motives to him. Mr. Speaker, his motives have always been improper, so it is not
a question of imputing improper motives to him.

The Member for St. Joseph made the point of the road improvement fund and
how that money was over-spent in an election year so | will not go into it. There
is one point that we would like to make and that is the record of implementation
of the PNM government has been so poor that if we are going ahead with these
projects we would have to look at the procedures for implementation. If one has
loans there and one is incapable of implementing the programmes—one of the
greatest bottle-necks in that system was the Ministry of Works and Transport—if
one is to go ahead with these programmes one has to put procedures in place to
expedite the system of implementation of those projects.

What Members on the other side do not tell this House is that when one has a
loan, one has to pay commitment fees on the portion of that loan which has not
been disbursed, which is what was done last year and prior to that; one could have
only achieved an implementation rate of just 60 per cent which is a rather poor
performance. The longer one takes to have the loan disbursed the more
commitment fees one has to pay, therefore, the loan becomes more costly. Except
those procedures are put in place and so forth one would not achieve any great
savings and one would not be efficient with respect to government capital
expenditure.
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| want to report to this House, Mr. Speaker, that it was only on Tuesday 23,
1994, that | had lengthy discussions with the World Bank in Washington on a
number of projects and these discussions will be continued next week. We
discussed the drainage and the flood control programme which was a proposal of
the previous government. We are saying, and what | intimated to the World Bank
is that when one is looking at these things there is an integrated approach to
development. One cannot look at drainage and flood control in the absence of a
programme for irrigation, one has to dovetail those programmes.

We discussed a programme for irrigation as a follow-up to the agricultural
sector loan policy which will have to do with civil works in the agricultural
sector, but one cannot do that. One cannot talk about drainage and flood control
without talking about irrigation systems which are so crucial and critical to the
development of the agricultural sector as a basic infrastructure. They agreed that
unless these programmes are looked at in an integrated fashion that we may not
be getting the best from these loan proposals. We saw the wisdom of that
approach.

| also want to report that we have had discussions and institutional
strengthening and study of the water management system is an ongoing
programme where we have drawn down some of that money to do some
emergency works iWASA, the replacement of mains and repair programmes and
so forth. What is necessary now is to look at the programme and see how one
could have a comprehensive study done, so that one should approach the water
management in a certain way which looks to the future and try to avoid all the
problems and pitfalls which have been associated with the management of
resources in this country.

| made the point to the World Bank, because in train, there is the loan for the
rehabilitation of the water system and this is the one we are talking about; the
replacement of mains and the rehabilitation of plant. If we are going to do
anything meaningful about the water system and water supply in Trinidad and
Tobago we have to tackle these long neglected issues by the previous
government, the whole question of mains replacement, plant refurbishing and so
forth.

Mr. Speaker, they complain that we are taking so long. We could not have
dealt with that issue without dealing with the private sector participation in the
management of your water supply. As you know, rh@ government took a
totally immoral position where two or three days prior to the general elections
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they signed a deal with Severn Trent and here we have this legacy of this deal
with us; a contract has already been entered into and one does not go and break
contracts very lightly, especially those involving international firms.

4.20 p.m.

Therefore, it was our duty and responsibility to the country to review that
contract and take all the various implications into consideration in that review.
Having done so and having decided that we would proceed with private sector
participation, at least at the management level in the water system, then we are
going to the next step to try to access resources in order to do the mains
replacement and rehabilitation exercise. So one understands that we do not do
thingsvalille-que-vaille

This UNC/NAR Government went to the country and said that we would not do
things the way theNnM has done things; without thought, corruptly and merely to
favour their friends and so forth. We are not going to take that approach to
Government. Therefore, having reviewed the position, we have indicated to the
World Bank that it is a matter of highest priority to this Government that we start
the final negotiations of the rehabilitation programme for the water supply
system. We also had discussions on the watershed management and national parks
proposals where we want to establish a system of national parks which will, at the
same time, attempt to deal with the conservation, preservation and protection of
our watersheds in Trinidad.

As we look at the whole problem with respect to water supply, water resource
management and the management of the water systems, we are looking at the
matter in a holistic fashion and that is a responsibility which | have in the
Ministry of Planning and Development, that | look at the total picture with
respect to any area of development.

We are again having discussions which would be followed up next week
when the mission from the World Bank comes to Trinidad and Tobago. In
addition, | may say that we raised the whole question of public sector reform and
the modalities involved in implementing such a programme, but, of course, it has
to be done in phases. Looking at the question of the reform of the postal service
where we have already come to certain consensus as to how we should proceed
with this, disaggregate the services of the post office and try to get private sector
participation in some of the services, and indeed, attempt to make the services
more efficient, financially viable and so forth. In this regard, the World Bank has
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indicated that they are willing to assist and to enter into a proposal with us for a
loan arrangement which would then promote and drive that commitment which
we have to public sector reform.

Mr. Speaker, we discussed the education at the primary and secondary levels
in the context of the human resource development of Trinidad and Tobago. As
you are aware, we do have the basic education project, that loan has already been
signed and that addresses education at the primary level and somewhat in a more
limited fashion at the secondary level. What we were discussing with the World
Bank is the question of getting more focused attention at the secondary level of
our education, and also in the area of technical and vocational education. So that
at least when one looks at the question of tertiary education and the contribution
that can be made in that area to the whole human resource development in the
country, that is again another matter which we raised with them to see how best
we can approach these matters; what kind of programmes we can put in place to
address the whole question of human resource development in all its various
aspects in Trinidad and Tobago.

Mr. Speaker, | raise the question of the reform of the national insurance
system and in the context of reform, which would seek to increase the savings
rate in this country. As is known, one of the serious economic problems we face
is the continuing low rate of savings that we had. In other words, we are not able
to finance our development from our own resources to any significant degree at
all. And all those countries which have led us forward in the economic
development and economic growth have had as one of the fundamental bases, the
high and increasing savings rate. The possibilities for increasing that rate in
Trinidad and Tobago and the use of the national insurance system to promote
that, as in fact, the Chilean experience has shown us is possible, although, of
course, we do not have the circumstances of Chile which would be a little
different from us, but at least one can learn from models which have succeeded
and which can be adapted to our own situation here in Trinidad and Tobago. They
have indicated an interest in looking at this whole problem and one of the
significant issues that has bedevilled the economies of emerging and developing
countries—the whole question of the adequacy of their savings ratio—the rate at
which they are able to save, there are a number of things that we could do here in
Trinidad and Tobago in order to improve that rate.

There is the whole question at the larger level of one's consumption patterns
and what incentives one can give in order to reorient one's consumption pattern
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and increase the rate of savings, and, of course, the various mechanisms that
would be available to do that in the financial sphere—the various mechanisms of
financial intermediation. If one links that with the provision of social security that
people get into the habit of savings to provide for their retirement and other
benefits, but in the meantime those savings can be utilized for the benefit of
productive endeavour that can be channelled into productive investments, then |
think we would be proceeding in the right direction.

So that when we go overseas it is not on a joy ride, as for instance, the trip to
Hong Kong, or Haiti, for that matter; when we utilize taxpayers' money to go
overseas it is to attempt to bring concrete benefits to the people of Trinidad and
Tobago. That is our approach. A very responsible Government, a Government
that has indicated that it is going to give the right example to the people of
Trinidad and Tobago and the trust that they have placed on us over the control of
taxpayers' money would not be betrayed.

4.30 p.m.

Again, he speaks about squandermania. In the history of Third World
countries, there has never been a government likePthe government to
squander people’s money. As | said, Mr. Speaker, over the yearnthdas
been guilty of criminal profligacy. When one considers the amount of revenues
which accrued to us in the oil boom years, where those revenues went, what do
we have to show for those revenues? And the Member comes here to talk about
squandermania and is accusing this Government of doing all sorts of misdeeds.

Mr. Speaker, as | said, | wanted to telegraph to the House and the wider
community that we are putting things in train. We are reviewing and revisiting
some of the proposals which we had inherited with respect to capital expenditure,
we are initiating proposals of our own and these things take a little time to
mature. There is a gestation period involved, but work is proceeding, plans are
being developed and will be implemented and, in the not too distant future, this
country will be seeing the benefits of that work which we are doing to place this
economy on a sound footing for growth and long-term development.

Thank you, very much.

Mr. Speaker: Hon. Members, the sitting is suspended for half an hour.
4.32 p.m.:Sitting suspended.

5.00 p.m.:Sitting resumed.
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Mr. Kenneth Valley (Diego Martin Centra): Mr. Speaker, | will make a

very small intervention in this debate with respect to the Finance Bill, 1996.
Small, Mr. Speaker, because one would recall that in the budget debate our
emphasis was mainly on whether the revenue projections were realistic, given the
expenditure levels rather than the fiscal measures in the Minister's budget. There
was wide agreement on most of the fiscal measures. As a matter of fact, it is
known that the last government was heading in that direction, that is, with the
reduction in taxation at the corporate and personal levels. The concept is
obviously that, as you reduce taxation, then you assist in providing the enabling
environment for investment in Trinidad and Tobago.

There are merely three issues with respect to the fiscal package that | wish to
comment on rather briefly. The first is the matter relating to the returning
nationals, and | am pleased that there has been some gain because, again, one
would recall that in the budget debate we made the point that we had gone and
provided certain incentives for nationals to return home for a particular reason;
and yes, there was some abuse, but before we demitted office, there was an
approved Cabinet submission, which would have had the effect of plugging the
loopholes in the legislation.

Quite simply, whereas the legislation at the time spoke about one simply
owning a vehicle, or simply being able to purchase a vehicle, the amendment
required the person to have the vehicle in his possession for a minimum period of
some six months, because there were persons in Trinidad buying vehicles from all
over the world and claiming the tax benefit. So that | am pleased that the Minister
has come quite some way to provide some benefit to returning nationals.

We have a problem, as my colleague from Diego Martin East mentioned, with
what we see as a complication because we believe that in tax legislation—and the
point was made, | think, by the Member for St. Joseph that we should keep it
simple, especially with a benefit of this kind where we know there is a propensity
to abuse—we should have it as simple as possible. In our formulation we were
going to provide the benefits for all persons who qualified, their having the
vehicle in their possession for a minimum period of six months. | think if the
Minister believes that, by doing that, the revenue loss would be too great—and |
would argue there would be no revenue loss, because it would encourage more
persons to return home—then one can put it for one year. In other words,
requiring the person to have the vehicle in his possession for a minimum of one
year to get the benefit. But this three-tier approach (six months, one year, two
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years) provides, in our view, areas for abuse. So the Minister may wish to look at
that.

| think it is a very important benefit, given what they want to do. As you

know, Mr. Speaker, there is an effort within the Caricom at present to encourage
free movement of skills in the area and that is so, especially for Trinidad and
Tobago, because we believe very quickly we are going to be running out of key
skills, given the investment that we expect to come to Trinidad and Tobago.
Again, we must note that whenever we hire a skilled person, we create
employment for the lower level personnel. If we hire an engineer, that engineer
most likely would need a secretary, an engineering assistant and other lower level
personnel. So that it is to our benefit to seek to attract skills from other Caribbean
countries and among returning nationals.

| am very pleased that the Minister has seen it fit to have some amendment
with respect to this matter, and | hope that he would go a bit further and really
simplify this benefit. It is quite a change from what is stated in the Bill before us
because the Bill which we got on April 9 suggested that the benefit would have
been taken out completely. So that, between the 9th and the 24th there has been
some re-thinking, for which | am pleased.

Secondly, Mr. Speaker, the issue of dividend payment to exempt companies.
The Minister in his contribution informed us that there would be an amendment
with respect to interest paid by mutual funds to exempt individuals and
companies. In that situation a tax credit would be exigible to the exempt
companies so that they would be kept whole. | am saying that a similar procedure
ought to be put in place for pension funds and other exempt individuals and
institutions with respect to dividend income. Quite simply, the situation in the
case of pension funds is that they are allowed to accumulate funds on a tax free
basis, capital and interest, the concept being, that one is putting aside income for
one’s retirement so that the taxation is paid at that time.

5.10 p.m.

When the dividend is paid to the Pension Fund then it means that the Pension
Fund is receiving after-tax income. Obviously, to keep the pension whole, there
must be some type of tax credit for the Pension Fund and other similar
institutions and individuals. | know that the Ministry is looking at that and | think
we need to correct that.
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Thirdly, the unit trust. The Member for Oropouche made the point that in a
small economy such as ours, we have to provide incentives at times to increase
the savings rate. To the extent that we can get our savings rate up, it means that
we can finance more of our development rather than relying on foreign capital.
Especially among lower income owners where the propensity to consume is
extremely high, one needs to provide certain incentives to encourage them to
save. Remember that is the bulk of the population and even though the bulk may
be small, because of its use by such vast numbers, one can accumulate capital
rather quickly to finance investment projects. It is in that context that | believe
that we are missing an opportunity by removing the tax credit from the First Unit
Scheme.

Unlike what my colleague from St. Joseph said, the Second Unit Scheme was
not of the same type. The Second Unit Scheme is really used as a money market
fundD providing large investors with a tax benefit. The First Unit Scheme is
designed for the small man, putting up to $2,500 and getting his tax credit.

| suggest that the Minister of Finance and the Government look at this once
more. The Minister should take the point made by the Member for Oropouche,
the Minister of Planning and Development, that we have to do things to
encourage savings among our people. Those are the three areas that | wanted to
deal with, with respect to the tax measures.

Were it not for the intervention of my colleague, my successor, my Friend
from St. Joseph, then | could have very well taken my seat at this point.

Mr. Speaker, it is time that we see that bigger picture rather than using the
Parliament to get involved in what was done in the 1960s and 1970s, that we see
the opportunity that is Trinidad and Tobago. At times, | believe that the Minister
appreciates those opportunities.

The Minister was there on Friday evening when | thought he was excellent,
and on the right course, but | do not know what happens when he comes into the
Parliament. It is as though he undergoes a metamorphosis, as it were. He is
brilliant, looking at the vision, seeing Trinidad and Tobago as the gateway to
South America, as the export platform, but he comes here and really embarrasses
his public servants. | do not know whether the Minister understands that when a
politician, a Minister speaks, his public servants either say, “that is my boss", or
they say, "oh God, again!”
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| am sure that on many occasions in this Parliament when they hear him they
say, “Oh God, again!” | think the Minister is in charge of a very important
ministry and that he should appreciate the importance of that office.

The Member talks about the management of the economy. He goes into the
current controversy with respect to the Brighton/La Brea project. Let me say in
opening, for me it is unimportant whether the plant is located at Brighton/La Brea
or Point Lisas. The important thing is that the investment be in Trinidad and
Tobago. When the investment is in Trinidad and Tobago we have jobs for our
people. We must understand that.

Let me just say when we came into government in 1992, we realized that the
previous government spent US $120 million, a loan borrowed from a Japanese
firm to do exploration. The same acreage that is now under Enron. We lost US
$120 million there[Interruption] The point | am making is, you never heard the
PNM going up and down the town talking about that. We went out and

found [Interruption] Do you understand what | mean when | say he embarrasses
his employees? Mr. Speaker, we went out and found a firm which could deal with
the situation. That is what we did.

| go further. Here we were upgrading the Petrotrin refinery which at the end
of it would require 160,000 barrels of oil per day to be efficient and the quantity
that we have is a mere 80,000 per day and nobody knows how we will get the
rest] $360 million loan to service from the World Ba@kDB) signed before we
came into government. We met it, we did not go up and down the town criticizing
anybody, we did not do that. We sat down with the energy committee and we
were busily trying to find a joint venture partner to come into Petrotrin who
would be able to come with the crude oil which was critical. The Minister of
Finance could tell you because he was part of that committee.

5.20 p.m.
Hon. Member: Were you part of it?

Mr. K. Valley: Of course, | was part of every important committee. Mr.
Speaker, we were trying to find a producer who would come with the crude so as
to make the refinery profitable and that is the challenge that still faces the
Government. The refinery upgrade is ongoing and up to now there is no joint
partner, as far as | know. That is the challenge, Mr. Speaker. It is not the
Government’s challenge alone, it is the challenge of Trinidad and Tofizegk
thumping] We must understand what is happening. The battle is no longer
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between the Government and the Opposition, it is between Trinidad and Tobago
and the rest of the world because we are entering global competition and we are
now poised[Desk thumping]

On my return from Antigua some time last week there were two Jamaicans on
the flight and they were talking about how the Trinidad and Tobago
manufacturers were beating the Jamaican manufacturers, even with packaging.
We have to understand what we have! When the Prime Minister could talk about
the manufacturing sector increasing by 41 per cent in one year, and that is after a
similar increase—

Hon. Member: In 19957

Mr. K. Valley: No this was after my colleague left tradefterruption]
The point | am making hon. Members is that we have to set our sight higher. |
said very early in this Parliament, if this Government really governs in the
interest of all the people it would have a friend over here, because it would then
leave me to do other more important and lucrative things.

| am not an expert with respect to geology and so forth, however, | do know
that the concept of developing a growth pole that would mirror the success of
Point Lisas in the Brighton/La Brea area, has been around, | think, for at least 15
years. We have been talking about that for at least 15 years, Mr. Speaker. This
evening somebody made the point about diversified investment, in other words,
having investments in different parts of the countfirterruption] One of the
better points you made.

Hon. Member: | did not say that you know.

Mr. K. Valley: But that is the concept. | think everybody would agree that
after everything is said, Point Lisas has been a sucfi@ssk thumping] For
some time—I think for at least 15 years—we have been talking about replicating
Point Lisas at Brighton/La Brea. Mr. Speaker, | cannot remember any expert
telling me that we cannot have an industrial estate at Brighton/La Brea. | cannot!
| am not an expert in that area but | do know we wanted to have an industrial
estate in that part of the country so as to create job opportunities there. That was
the motivation.

Mr. Speaker, assuming but not admitting—as | said | am no expert—>but let us
assume, for whatever reason, the real heavy industries are incapable of locating
there, we have to understand, first of all, that as long as one is in the game one is
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going to make runs and sometimes one would make a duck. But, Mr. Speaker,
Trinidad is a place, if Brian Lara makes a duck the people want to kill him. You
have to understand that.

About a week ago we saw in tAeinidad Guardian“Trinidad and Tobago
credit ratings improve andNG plants coming,” and so forth. They would not
make a big hullabaloo about the successes ofptinea but they look for
something. As long as one is there, business is risk, ladies and gentlemen. That is
how it is! One goes out there and pays one’s money and takes one’s chances and
hopefully—

Hon. Member: Do you know about mismanagement?

Mr. K. Valley: Very much. As long as the Government bats 90 per cent as
we batted, it would be doing well. But if the Government makes 5 per cent it
would be doing well. That is the concept.

All' I am saying is that | want the plant in Trinidad, but at the same time if it is
not going to a green-field site, then it must get the incentive package that is
applicable to the other site. In other words if it is going to Point Lisas it cannot
get the same incentive package it would have gotten if it was going—
[Interruption] The same Prime Minister, Mr. Speakdtrterruption] | am
taking you at your word. When the Prime Minister spoke to the petroleum society
he made the point that one of the things we have in Trinidad and Tobago is a
flexible approach to incentives, because as a Third World country we know we
have to attract investmerjtnterruption] Fine, a flexible approach, and it must
be based on the situation. So that if one wants to develop a new estate and one
wants to encourage a firm to be the first firm in that estate, obviously one would
give an incentive package that is quite different from the one given to the well-
established firm going into an established estate.

| will tell you, Mr. Speaker, as the Minister of Trade, the Arcadian firm came
to me, and that is a fadiinterruption] | have to do that because it seems as
though these simple concepts are not getting through. If they were getting through
we would not have these current controversies relating to this matter.
[Interruption] Mr. Speaker, all | would say is that we have to understand what
we are about in Trinidad and Tobago, because if we miss the boat this time we
are in real trouble.

Yesterday there were some Venezuelan businessmen here who sang praises of
Trinidad and Tobago. Mr. Speaker, everybody is looking. The Minister of
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Foreign Affairs—well, he has gone with international trade and he has a right to
because he is not doing anything th@pesk thumping] [Laughter] But then, he
comes from the@NM tradition. He is talking about bilateral agreement with Costa
Rica and while he is talking about tAeM this and theeNM that, and he does not
know where the cake gone. Go along my Friend! Go along and Jmsk
thumping] [Laughter]

Hon. Member: Is he scoring?

Mr. K. Valley: He is! | want him to have that bilateral agreement with Costa
Rica. Now that we have that model agreement, | want him to have a model
agreement with Venezuela, a market of $20 million. That is what he should be
concentrating on, trying to get that goijfnterruption] The model agreement
was finished, he would tell you thfiinterruption]

Hon. Member: It was what, 95 per cent complefmterruption]
Mr. K. Valley: Do not worry about thaflnterruption]

Mr. Speaker: Hon. Members, | do think this is getting a little out of hand.
Please!

Mr. K. Valley: Mr. Speaker, | would just make one last point. When we see
people like Dr. Denzil Douglas, the Prime Minister of St. Kitts coming here, he is
coming here for a reason. He is coming here because he recognizes what we are
doing. For him, Trinidad and Tobago is the United States of the Caribbean and
that is where we are.

Mr. Assam: We invited him.

Mr. K. Valley: Mr. Speaker, the Member for St. Joseph could be assured,
when he does well I am going to tell him, as | did on Friday and again on
Saturday. When | see that he is falling below par | will also tell him because |
want the Ministry of Trade to be a success. | worked long and hard hours and | do
not want the Minister to compromise—

Mr. Assam: Your staff members said they never saw \jinterruption]

Mr. K. Valley: There is one other issue with respect to the Minister of
Planning and Development—

Mr. Hinds: Mr. Speaker, the Member for St. Joseph, in accordance with
Standing Order No. 54—
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Mr. Speaker: The person who was on his feet is the Member for Diego
Martin Central. There are several asides that will not find their wayHatsard
Strictly speaking, if one of those asides is more of an aside than it should be, it is
really something that the Chair should not, in fact, involve itself in.

Insofar as one wants to take offence at something that the Member, who is
legitimately on his feet is doing, | have no problem with that. Please continue.

5.30 p.m.

Mr. K. Valley: Mr. Speaker, | am leaving my Friend, the Member for St.
Joseph, for the time being. The Minister of Planning and Development gets up to
tell us what he is doing on his capital expenditure programme. One can
understand why he would want to do that because we are now six months into the
new government and there is that level of inaction so he wants to rationalize, but
in doing that he masked the truth. As a fact, the water sector loan about which he
spoke and at which he is taking a comprehensive approach that was done by the
last PNM administration. All aspects of the water management, including
collection and treatment of water by WASA, drainage and flood control by the
division of works and irrigation, and by the Ministry of Agriculture were included
in the plan. He told us that he went to Washington to do that; that was done last
year.

So that | just want to tell the hon. Prime Minister to find out why he really
went to Washington, because it was not with respect to any comprehensive water
loan. He feels you do not know because you do not know what they are doing in
the Ministry of Planning and Development. Mr. Speaker, | am telling you that it
was done. Check him! Please investigate why he went to Washington.

As | said, with respect to the fiscal measures, | had merely those three
comments and | am sure we can deal with those at the committee stage. Were it
not for the intervention of the Minister of Trade and Industry and the Minister of
Planning and Development | would have been a mere three or four minutes.

| thank you, Mr. Speaker.

The Minister of Finance (Sen. The Hon. Brian Kuei Tung):Mr. Speaker,
let me thank you very much, and also say that the lively debate that we have
experienced this afternoon seemed to have been more on the political front than
on finance. Particularly, in view of the fact that today | am asking this honourable
House to approve a Finance Bill which, in essence, merely seeks to revalidate the
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Provisional Collection of Taxes Order. In any event let me thank the Members on
the other side for the contributions that they have made and the support that they
have indicated for certain aspects of this Bill.

Matters that seemed to have provoked quite a bit of discussion are the special
registration fee and the question of returning nationals. | would like to talk a bit
first about returning nationals because both the Member for Diego Martin East
and the Member for Diego Martin Central seemed to have zeroed-in on the
guestion of returning residents.

When | presented the budget and spoke about the returning residents it was
merely because | planned to signal to this honourable House the fact that the
measures introduced in the Finance Act, 1995 had become so badly abused that at
last count the Government had been denied revenues in excess of $50 million. So
that when the Member for Diego Martin East talks about the new regime and how
potentially corrupt it can be, | imagine that what he was really referring to is the
fact that having had the experience of creating a huge window, we are now in a
position to say that you are now an expert, from Opposition, to deal with corrupt
practices[Desk thumping]l thank the Member for the words of advice given.

You see, in the last few months returning residents have found themselves
somewhat in limbo, and what | have sought to do this afternoon is to find a
measure that would meet somewhere between what was done before, which was
totally abused, and what we had even before that. If one could use an ideal, it
would be a returning resident who altruistically desires to return home so that he
can contribute towards the development of the country. Ideally, he would pick up
his normal belongings and find his way into Trinidad and Tobago so that he can,
as | said, make his skills available to the people of Trinidad and Tobago. It was
not meant that we create some sort of incentive for him whereby he may dispose
of his existing or present possessions and come here and be put in what | would
consider to be “a more favourable position” than a resident who has been here
toiling to the task as it were.

So that what | have sought to do is to find a way where a returning resident
who has a car—under the old regime one would have had to have that car for two
years before he would have been entitled to any concessions; whereas people who
would have bought a car and have been living away for more than five years and
have had that car for, let us say, a year, would really not be entitled to any form
of concessions. So that whilst | agree that the tier system is not necessarily the
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ideal, I merely used this in the first instance as an example to see what we can
build on in the future.

There are many supporting documents that can be used to support ownership.
Even here in Trinidad if we are exporting a car one could get a copy or a
certificate from the Licensing Office that says, | have owned this car for "X"
period, so that a corresponding documentation can be obtained from any
developed country from which a resident is returning that could support it. Any
rule or law that we make here is merely going to be successful depending upon
our ability to enforce it, and that ability to enforce is merely left in the hands of
the people who are at the public service level; and if we are going to sit and try to
make laws that we assume cannot be enforced, then really we are in serious
trouble.

So that what we have to do is to find some middle ground that would allow us
to achieve the objectives we are trying to achieve and by the same token find
administrative systems that would allow us to enforce these laws. | cannot think
of making a law or suggesting to this honourable House that we make a law that
is not enforceable entirely. Neither have we been able, over the years, to find laws
that are so properly enforced that they have not been opposed. | would have liked
to think that in this particular case the people that we have entrusted with the
enforcement of laws can use proper third-party documentation to ensure that
people who are entitled to these things can get relief.

It is for that purpose | said that any car less than six months would bear the
full brunt of the normal duties, motor vehicle taxes and so forth. Whereas a car
that has been owned for more than six months—bearing in mind that we are not
talking about the age of the car—we are talking about the ownership of the car as
the criterion to be used. If we had used the age of the car we would have found
ourselves in a little difficulty because we would not have been satisfied that that
returning resident really has had that car for the period that we want.

So, therefore, if the returning resident has the car in excess of six months he
begins to get some concessions and these concessions really were intended, not
only to be used for motor vehicles but to be used as well for personal effects, and
a new category, as | said, has now been introduced and that is the question of
tools of trade. It does not make sense trying to encourage people to bring a skill
back home only to find out that they are unable to bring their tools of trade. So
that a dentist who needs to bring his dental equipment is now being encouraged to
bring it in and to be used as part of those concessions that are being given.
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Mr. Speaker, | think we have been able to find some kind of middle ground
with respect to returning residents, it is not the intent of this administration to not
encourage returning residents to come and contribute. It is intended that in
plugging that particular loophole that the returning resident would be able to
know and understand the concessions to which he or she may be entitled.

5.40 p.m.

The question of the special registration fee has been dealt with to some
measure by both my colleagues, the Member for St. Joseph and the Member for
Oropouche.

The special registration fee recognizes in the first instance, that there are a
number of motor vehicles that have been held outside the system that could not
have been registered because it is a special registration fee that is being
experimented with this year. We have a Cabinet subcommittee that is going to
look at the whole question of used vehicles and when we do have an opportunity
to look at the entire perspective of used vehicles, we would then establish a policy
as to how we would deal with them. In the meantime, we do recognize that there
have been problems with the special registration fee and the abuse that was taking
place and we have taken prompt action by having the matter investigated, and |
do not think that there is any more light | can throw on that particular one. The
special registration fee as | said, was always intended to allow these vehicles—
which were well known to be existing throughout the length and breadth of
Trinidad and Tobago—to be brought into the system as a one-off deal as well as
to ensure that the Transport Commissioner or the licensing office had taken
proper steps to ensure its road worthiness. We are also going to ensure that the
road worthiness test of the second-hand cars being brought in by returning
residents are also met.

Some comments were made by the Member for Diego Martin East about the
business levy reduction, and | must state that it was not meant to be trivial in any
way. This was introduced by the previous administration as a means of widening
the net so that companies or individuals who had been perennially declaring
losses would at least make some contribution to the national coffers. Because we
are committed to a regime of tax reductions, it was felt that there should be at
least some reduction in the business levy, and the reduction of 20 per cent, that is
from a rate of 0.5 per cent to a rate of 0.4 per cent was in keeping with the
reduction in corporation tax that we had made from 38—35 per cent, as well as
the reduction in the maximum rate for individuals from 38—35 per cent.
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Therefore, | would like it to be seen in the context that it is a general movement
downwards in terms of reduced tax so that as the Member for Diego Martin
Central says, we will become more attractive as a site for foreign investments.

The Member for St. Ann’s East talked much about political stability and he
did ask that | make some comments on two particular areas, he said three but |
prefer to talk about two; the exchange rate and the interest rate.

The exchange rate has been under tremendous pressure since about September
of last year and one of the problems that had aggravated it was the question of the
returning residents, where a number of Trinidadians took advantage of this
window of opportunity that was given to them and purchased new cars here,
under the guise of their being bought by returning residents.

Mr. Sudama: That was not a loophole.

Hon. B. Kuei Tung: A great deal of the foreign exchange demand had come
about because we had to settle the bills for the large influx of foreign cars that
came in duty free during the last quarter as well as earlier this year. That is not to
say, Mr. Speaker, that there was not some speculation with respect to a new
administration coming in. | had a conversation on Saturday with the managing
director of a bank and | was quite pleased to hear him say that the rate was
beginning to inch downwards, but more than that, was that he had more foreign
currency than he could have sold last week. So it meant that the supply was now
slightly above the demand and if we could continue to manage the supply side of
it, because as one may recognize, the big problem in the exchange rate has always
been trying to match the demand with the supply. When the demand tends to be
fairly constant, the supply does havpnterruption] So that there is a certain
amount of stability in terms of the demand and the supply.

One of the measures that the Central Bank had taken to curb demand for the
foreign currency had been to mop up liquidity. One of the obvious responses to
that mopping up of the demand was an increase in the interest rate. Mr. Speaker, |
am happy to know that the Governor of the Central Bank has given us some
commitment that he will be entering into open market operations and, therefore,
we should see some reduction in the amount of reserves that he has had. This
would have to be properly timed and balanced to ensure that there are not any
other disturbances in the economy of Trinidad and Tobago.

The Member for Diego Martin Central did raise the question of pension funds
and annuities. We are now having a final drafting done for the amendment which
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| will be happy to circulate during the committee stage. It has always been the
intent that pension funds and approved annuities also benefit from the
investments in the unit trust so that they too would benefit from a tax credit of 15
per cent. Right on that score, Mr. Speaker, the question of the Unit Trust
Corporation, the Member for Diego Martin Central suggested that we should have
left the tax credit for the Unit Trust Corporation because the incentive for savings
needs to be maintained, but really, the question was not whether we should retain
the incentives for savings for the unit trust as much as whether we would have
had to extend it in order to ensure the levelling of the playing field to other
mutual funds. We are at present drafting a Mutual Funds Bill and it meant that the
Unit Trust Corporation would have been given tax advantages and other mutual
funds would have not.

Mr. Valley: Mr. Speaker, if there are a certain number of persons who would
use it whether there is the unit trust alone or there are a number of institutions, the
incremental cost, | submit, would be marginal. If there is the unit trust, people
will all go to the unit trust. So whether one goes to the mutual fund or the unit
trust they are going to get it, then there is a choice and there will be more
competition in the market place in terms of security.

Hon. B. Kuei Tung: Mr. Speaker, the argument really then is on the margin,
and we can sit here all year and speculate as to how big that margin is. You may
decide that the margin may be no more than 5 per cent, and | may feel it might be
50 per cent. It really does not make sense speculating as to exactly how big this
margin would be. What is more critical for us is that we had planned this year to
bring the Mutual Funds Bill and to incorporate the Unit Trust Corporation under
that Bill. It would mean that the Unit Trust Act would have to go by the board so
that we can bring the Unit Trust Corporation under the Mutual Funds Bill and in
so doing ensure that we can have all of the mutual funds including the unit trust
on the same level footing. We opted instead to move the incentive from
Government. This is also in keeping with the intent of Government to continue
lowering the taxes. We could not continue to lower taxes yet keep the allowances
and concessions high. It would do two things; it would erode the amount of
revenues and weaken your base for taxes. In that case, therefore, we opted to
continue lowering the tax rates but to do that, and in order to preserve our
revenues, we had to do away with some of these concessions. It is in that context
as well, that | signalled that the tax credits for credit unions may also have to
come under scrutiny, but by the same token, | had indicated that there were a
number of persons who had been complaining to the Ministry of Finance about
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the mismanagement of credit unions and this, therefore, wrapped up into one set
of turmoil, which suggested that | was attacking the credit unions.

Mr. Speaker, | am not attacking any credit unions. There are credit unions that
are properly managed and those that are badly managed. | merely signalled that it
does not make sense keeping tax credits which are unaffordable at this time for
credit unions that are being mismanaged.

Let me just wrap up quickly by saying that this does not mean that the
Government is not committed to economic reform. This package of financial
measures this afternoon, is intended to advance us in terms of our economic
reform. We know that we are going to be committed and would have to bring
about lower taxes. We know that we have to increase the tax base so that the
revenues that are due to the Government can be collected and we are seeing this
measure as merely one further step in achieving those economic reforms. Mr.
Speaker, | beg to move.

Question put and agreed to.

Bill accordingly read a second time.

Bill committed to a committee of the whole House.
House in committee.

5.50 p.m.

Clause 1 ordered to stand part of the Bill.

Clause 2.

Question proposedrhat clause 2 stand part of the Bill.

Mr. Valley: Mr. Speaker, just for my own information, what is the effect of
this amendment about the pinball machine? Does it mean that in what is called a
Members’ Club they can now have a pinball machine in the same way there are
the other casino games, and so forth?

Sen. Kuei Tung Say that again?

Mr. Valley: The Members’ Club which is, in effect, a casino—could they
now have pinball machines?

Sen. Kuei Tung Well the pinball is the lesser of the two evils. The pinball
machines can be had without requiring a licence. There is no licence fee payable
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for having these things. The amount of fees being collected for pinball machines
in recent times is a drop in the bucket; so it is really more of an administrative
nightmare than—

Mr. Valley: | am talking about a pinball machine where one can get cash and
so forth. What is the effect of this amendment?

Sen. Kuei Tung The pinball machines are those thatrtgrruption|

Mr. Sudama: What is the difference between a pinball and a pin-up?
[Laughtei

Mr. Valley : | do not know about these things.

Mr. Humphrey : There is no money involved. You put a coin and you pull
the ball.

Mr. Valley : Oh, all right. Okay.

Mr. Chairman : Is that settled?

Mr. Valley: Yes.

Question put and agreed to.

Clause 2 ordered to stand part of the Bill.

Clauses 3 to 5 ordered to stand part of the Bill.
Clause 6.

Question proposed;hat clause 6 stand part of the Bill.

Sen. Kuei Tung Mr. Chairman, | beg to move that clause 6 be amended as
follows:

6(f) Delete and substitute the following paragraph:

“(f) in Part Il of Appendix A of the Fourth Schedule, by deleting
paragraph (a) of item 1 and substituting the following paragraph:

(@) A citizen of Trinidad and Tobago who returns to Trinidad
and Tobago to reside permanently after residing abroad for a
continuous period of not less than five years shall, where he
imports a motor vehicle of a class or description set out at item
1(1) (a) or (b) in Part | of this Appendix, be entitled to relief from
motor vehicles tax as follows:
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(@) where he owns the vehicle for more than six months but not
more than one year, 25 per cent of the tax payable;

(b) where he owns the vehicle for more than one year but not
more than two years, 50 per cent of the tax payable;

(c) where he owns the vehicle for more than two years, 90 per
cent of the tax payable,

except that where there is a transfer of ownership of the motor
vehicle within two years of the date of its importation into
Trinidad and Tobago there shall become immediately due and
payable by the transferor motor vehicles tax in an amount equal to
the amount of relief granted.

Question put and agreed to.
Clause 6, as amended, ordered to stand part of the Bill.
Clause 7 ordered to stand part of the Bill.
Clause 8.
Question proposed;hat clause 8 stand part of the Bill.

Sen. Kuei Tung Mr. Chairman, | beg to move that clause 8 be amended as
follows:

8(g) in relation to section 48F of Insert after the words “by
Income Tax Act repealing section 48F”, the words
“and substituting a new section 48F
as follows:
48F. (1) An individual over the
“Tax credit on interest age of sixty years to whom section
paid by mutual funds 48B applies, who, in a year of

income receives -

(@) a dividend as a beneficiary
under a trust operated by a
financial institution carrying on
unit trust business and licensed
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under the financial Institution
Act;

(b) the amount or value of a
distribution paid by the Unit
Trust Corporation of Trinidad
and Tobago,

out of interest in respect of which tax
has been deducted under section 3B
of the Corporation Tax Act, is
entitled that year of income to a tax
credit equivalent to the tax deducted
on that portion of the interest that
relates to the dividend or distribution
received by the individual.

(2) The tax credit referred to in

subsection (1) shall not be granted
unless a certificate from the trust or
the Unit Trust Corporation of

Trinidad and Tobago is produced in
support of the claim for relief.

(3) The certificate shall state -

(@) the interest payable in
respect of the dividend or
distribution; and

(b) the date on which the
interest was paid.”

On the Supplemental List of Amendments, as follows:

8(g) in relation to section
48F (3) of the Income Tax Act

Delete and substitute as follows:

“(3) The certificate shall state the
amount of tax deducted on that
portion of the interest that relates to
the dividend or  distribution
received.”
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Mr. Chairman, this is to include pension funds and annuities. The supplemental
list includes pensions and annuities.

Mr. Valley : | trust the expert. | am sorry, Mr. Speaker, that would include all
exempt income, for example, the pensions and unit trust also, because the Unit
Trust receives the dividends at present tax free.

Sen. Kuei Tung If a pension or annuity or charitable institution or sporting
body has an investment in the unit trust, all who are over age 60 would have been
entitled to—

Mr. Valley : That is one part, but the other part is the pension fund receiving
dividends from company X. That pension fund ought to be given a tax credit.

Sen. Kuei Tung You mean a company other than the unit trust?
Mr. Valley: Yes.

Sen. Kuei Tung We understood that. This is specifically dealing with the
Unit Trust treatment. What happened is—

Mr. Valley : No, no. What | am saying is that we need to have an amendment
for pension fund, let us say, receiving dividends from, for want of a name, your
friends, McAl. That dividend is from—and because you have done away with the
dividend tax credit and because the pension fund ought not to be taxed you have
to put them back in their positions before the fact.

6.00 p.m.

Sen. Kuei Tung:As far as | can gather we did not touch what is known of the
dividend income.

The corporation tax is the one that gave that exemption for pensions and
annuities. But this is dealing specifically with the treatment of unit trust dividends
because we removed the dividend income from the Unit Trust Corporation at
source.

Mr. Valley: But you removed dividend income also from all companies. Is
that not so? From all companies, so there is no tax on dividend income any
longer. There is no provision. When a pension plan receives income from a
company!
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Sen. Kuei Tung: That is what | am saying. They got that exemption under
the Corporation Tax under section 28 of the Income Tax Act. They got that
approval separate.

Mr. Valley : Okay. Then the same thing applies for the Unit Trust.
Question put and agreed to.

Sen. Kuei Tung: Mr. Chairman, on the schedule of amendments. On the last
line on page 3, just for clarification | am suggesting that the line should read, “is
entitled in relation to that year of income”. Add the words, “in relation to”. It
does change the substance.

Mr. Chairman: It would now read: “out of interest in respect of which tax
has been deducted under section 3B of the Corporation Tax Act, is entitled in
relation to that year of income to a tax”

Mr. Valley: | am sorry Sir, but on page 12 of the Bill, clause 8 121A. (2)

“A person authorized in writing by the Board may prosecute and conduct any
complaint or other proceedings under this Act in respect of any offence or
penalty.”

What is the concept here? Are you contracting out legal services of the Board of
Inland Revenue?

Sen. Kuei Tung:We are extending to the Board of Inland Revenue powers to
do that. There is a general power that is allowed to them. Here we are giving
them an express power because of some of the problems we have had in bringing
summary matters against persons who have been in breach of the Board of Inland
Revenue. It is just to give them express powers. Do you understand?

Mr. Valley: Who is this person who is going to be authorized by the board?
Sen. Kuei Tung:lt could be any officer of the board, not an outsider.
Question put and agreed to.
Clause 8, as amended, ordered to stand part of the Bill.

Clause 9.
Question proposed;hat clause 9 stand part of the Bill.
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Sen. Kuei Tung: Mr. Chairman, there is an amendment in the supplemental
list.

9 in relation to section Insert after paragraph (d), the

161 of the Corporation Tax Act following paragraph “(dd) in section
16, by inserting after section 16H the
following section:

“Tax credit on interest paid 161. (1) A company which, in a year
by mutual funds of income receives -

(@) a dividend as a beneficiary
under a trust operated by
financial institution carrying on
unit trust business and licensed
under the Financial Institution
Act;

(b) the amount or value of a

distribution paid by the Unit

Trust Corporation of Trinidad

and Tobago,
out of interest in respect of which tax has
been deducted under section 3B of this Act,
is entitled in that year of income to a tax
credit equivalent to the tax deducted on that
portion of the interest that relates to the
dividend or distribution received by the
company.

(2) The tax credit referred to in
subsection (1) shall not be granted unless a
certificate from the Trust or the Unit Trust
Corporation of Trinidad and Tobago is
produced in support of the claim for relief.

(3) The certificate shall state -

(@) the interest payable in respect of
the dividend or distribution; and
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(b) the date on which the interest was
paid”.
Question put and agreed to.
Clause 9, as amended, ordered to stand part of the Bill.
Clause 10 ordered to stand part of the Bill.
Clause 11.
Question proposed;hat clause 11 stand part of the Bill.

Sen. Kuei Tung:Mr. Chairman, | propose that this amendment be considered
in respect of clause 11.

11 in relation to section 32A of the Delete the words “the Board of

Lands and Buildings Taxes Act Inland Revenue”and substitute the
words “the District Revenue
Officer”.

Question put and agreed.to

Clause 11, as amended, ordered to stand part of the Bill.
Clause 12.

Question proposed;hat clause 12 stand part of the Bill.

Sen. Kuei Tung: Mr. Chairman, | beg to move the amendment to clause 12
as follows:

12 in relation to section 53(1) of Delete the words “twenty-five
the Miscellaneous Taxes Act thousand "and substitute the words
“one hundred thousand.”

Question put and agreed to.

Clause 12, as amended, ordered to stand part of the Bill.
Clause 13.

Question proposedrhat clause 13 stand part of the Bill.

Sen. Kuei Tung: Mr. Chairman, | beg to move the amendment on the list of
amendments in relation to clause 13(1)(a)(i) as now renumbered, which reads as
follows:
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10 appearing in Part XIII

13(2)(a)(i) in relation to section
45(2)(h) of the Customs Act
13(1)(b)

Exemption re.

imported
vehicles

Thursday, April 25, 1996

Renumber as clause 13.

Delete the words “three months” and
substitute the words “six months.”

Delete and substitute as follows:

(b) by repealing section 45A and
substituting the following section:

45A. A citizen of Trinidad
and Tobago who returns to Trinidad
and Tobago to reside permanently
after residing abroad for a
continuous period of not less than
five years shall, where he imports a
motor vehicle be entitled to relief
from customs duty as follows:

(@) where he owns the vehicle for
more than six months but not
more than one year, 25 per cent

of the duty payable;

where he owns the vehicle for
more than one year but not
more than two years, 50 per
cent of the duty payable;

(b)

where he owns the vehicle for
more than two years, 90 per
cent of the duty payable,

(€)

except that where there is a transfer of
ownership of the motor vehicle within
two years of the date of its importation
into Trinidad and Tobago, there shall
become immediately due and payable by
the transferor motor vehicles duty in an
amount equal to the amount of relief
granted.
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(2) A person seeking relief from
customs duty shall satisfy the
Comptroller-

(a) that he is the registered
owner of the motor
vehicle;

(b) that he acquired the
motor  vehicle while
abroad and was the owner
of the vehicle for the
entire period on which his
claim for relief from
customs duty is based,
and

(c) that he has resided abroad
for a continuous period of
at least five years
immediately prior to his
return to Trinidad and
Tobago.”

Mr. Valley: Mr. Chairman, | just want to go back. On the list of amendments
circulated there was an amendment to clause 10, are you dropping that?

Sen. Kuei Tung:lt is really in respect of Part XIIl which is on page 25 of the
original Bill which is still to come.

Mr. Valley: Okay.

6.10 p.m.

Question put and agreed to.

Clause 13, as amended, ordered to stand part of the Bill.
Clauses 14 to 19 ordered to stand part of the Bill.

Sen. Kuei Tung:Mr. Chairman, with respect to clause 13, there is something
that | missed on page 8 of the list of circulated amendments which reads:
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“...there shall become immediately due and payable by the transferor motor
vehicles tax in an amount equal to the amount of relief granted.”

The amendment should read:

“...there shall become immediately due and payable by the transferor customs
duty in an amount equal to the amount of relief granted.”

Question put and agreed to.

Question put and agreed tdhat the Bill, as amended, be reported to the
House.

House resumed.

Bill reported, with amendment; read the third time and passed.
ADJOURNMENT

The Attorney General (Hon. Ramesh Lawrence Maharaj)Mr. Speaker, |
beg to move that the House be now adjourned to Friday, April 26, 1996 at 1.30
p.m.

| would like to inform this House that Friday, April 26, 1996 is Private
Members’ day.

Question put and agreed to.
House adjourned accordingly,
Adjourned at 6.21 p.m.



