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- ACT No. X or 1919. -

[ PASSED BY THE INDIAN LEGISLA‘TIVE COUNCIL IR

(Recevved the a.s'.s'emf of the Governor General on the 20th Mar ¢k,
1919. )

1]

An Act toimpose a duty on excess profits
arising out of certain businesses.

‘VHEREAS it is expedwnt to impose- a duty on

excess profits arising out of certain busmesses ; It
is hereby enacted as follows : —

1. (I) This Act may- be called the Excess Profits Short titt

Duty Act, 1919; . ,,}‘en;’g,fm
(@) It shall come 1nto force on the 1st Apnl
1919.

2. In this Act, unless there is anythmg repuo*- Definitions. -
nant in the sub]ect or context,— -

“accolinting period” means the twelve months

ending on -the 31st March, 1919, or if the accounts

‘of the business have been made up within the said

‘ twelve months for the purposes of the Indian Income-

Vilof 1918 tax Act, 1918, in respect of a year ending on any

' date other than the said 31st March, then the year
ending on that other date ;

“husiness” includes any trade, commerce or mani-
facture, or any adventure or concern in the nature of
trade, commerce or manufacture ;

“ Chief Revenue-authority” means the Board of
Revenue or the Financial Commissioner in- provinces
where those authorities exist, and in any other case
such authority as the Local Govelnment may declare

to be the Chief Revenue-authority for the pul poses
of this Act;

“prescribed ” means plescubed by rules made
under this Act.

All
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- Al expressions used or embodied by reference in

this Act which are not hereinbefore defined shall
have the same meaning as is attributed to them by
the Indian Income-tax Act, 1918.

Apyplication of .
Act:

Imposition of
excess profits
duty.

3. This Aet shall apply to every business (other
than the businesses specified in Schedule I) which is, -
during ‘any part of the. accounting . period, - either

carried on in British India by any person or owned
or carried on in any place in India by a person. or-

dinarily resident in British India.

4. Subject to the provisions of this Act, there shall,

‘be charged, levied and paid on the amount by which

- Ascertainment
of profits in
the account-

- ing period.

the profits in the accounting period exceed the

~VII of 1918.

in respect of any business to which' this Act apphes, ,

standard ploﬁts, a duty (in this Act referred to as
- ““excess profits duty ) of an amount equal to: fifty

per cent. of that excess :

Provided that the amount of the said duty shall
not exceed such sum as would reduce the profits in

the accounting period below thirty thousand rupees.
5. The profits of a business in the accounting

period shall, at the option of the person by whowm
the excess proﬁts duty in respect of that busmess is

payable, be or be deemed to be,~—
(@) the taxable income as finally ascertained for

the purposes of* the Indlan Income-tax
Act, 1918, or :

(b)) when the accounting period in r'espect of

the business ends on any date other than
the 31st March, 1919, and the accounts

VI of 1918,

of the business are made up for an -V

additional period ending on the said 81st

March, a sum which- hears the same pro-.

‘portion to the: taxable income of the

total period (such taxable income being
ascertained as nearly as may be in ac-

- cordance with the provisions of the said

Act) as a period of one year bears to the

R total period.

Ea,folanatwn.———'l‘-he profits in the ac-

- counting period shall, notwithstanding

any
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any composition in force for the purposes
of the said Act, be actually ascertained

in accordance with the p1 ovisions of that

Act.

6. (1) The delld_at‘d pxoﬁts of a busmess shall be
as follows —_

(a) an amount calculated at the rate of 10 per

cent., or at such rate not being less than
10 per cent. as may be prescribed, on

- the capital of the business as existing at

the end of the accounting period, in
which case the capital of the business
shall, for the purposes of this Act, be
ascertained in accordance with the provi-
gions of Schedule IL; or

(b) at the option of, the person by whom excess

profits duty” in respect of the business is
payable —

(¢) if the prohts of the business have been

assessed in the years 1913 and 1914 for
the purposes of the’ income-tax law
then in force—~the aggregate of half
of the profits so assessed and half
of 1he interest, if any, received in those
~years on securities forming part of the
assets of the business; or

(i) if the profits of the busmess ‘have been

-~ assessed for the said purposes in the years
1918 and 1914, and in two only of the
three ye_als‘l9] B, 1916 and 1917—the
aggrogate of one-fourth of the profits so
assessed and one-fourth of the interest,
if any, received in the same four years
on securities forming part of the assets
- of the business; or

(fm) if the profits of the business havo been

assessed. for the said purposes in all
the five years 1913, 1914, 1915, 1916
and 1917-—the aggregate of one-fourth
of the profits assessed in the years
1913 and 1914 and in such two of

the

d.
Stand&r :
rofits.
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the years 1915, 1916 and 1917 as may
be selected by the said person and one-
fourth of the interest, if any, received
in the same four years on securitics
forming part of the assets of the‘
business :

Provided that if the ave1age capital employed
in the business in the years adopted for
the purpose of determining-the standard
profits is less or more than the capital
so employed at the end of the account-
ing period, there shall be made to or

from the standard profits an addition-
~or a deduction, as the case may be,
which shall ‘bear to the standard- proﬁts
the same proportion as such increase
or decrease of capital bears to the
average capital so employed in the
_ years so adopted.

Hzplunation. —TFor ‘the purpose of .
ascertaining the average capital em-
ployed, the. capital employed in the
business in any year shall be deemed to

“be the capital so employed at the end
of that year: .

_ Provided further that if the assessment in any
of the said years was made in respect
of a period-of less tban twelve months,
that assessment shall, for the purpose
of determining the standard profits, be
ploportlonately increased.

~ (9) If a composition for income-tax was in force
in any of the years 1913, 1914, 1915, 1916 and 1917,
such composition shall b deemed for the purposes
of clause (b) of sub-section (I) to have been the
assessment, and the proﬁts shall be determined in
.accordance therewith : ;
Provided that the person by whom excess profits
duty in respect of the business is payable shall,
- notwithstanding any such composition, be entitled
" to have an assessment’ of the proﬁts of the business

made
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‘made for the purpose of determining the standard.
profits, in:the same way as the assessment would
have been made if no such composition bad been
agreed upon.. - ‘ , _ Lo
© (8) Eaeh of the years referred to in -sub-sections
(1) and (2) shall be deemed to be the twelve months
commencing with the 1st of April in the year men-
tioned. : o ' =
(4) Notwithstanding anything contained in this
section no increase of capital made after the 31st
December, 1918, shall be taken into account in any
case, and no such increase before that date shall be

. taken into account when it appears or to the extent

to which it appears that the increase was made with
intent to evade or has the effect of evading the pay-
ment of the excess profits duty. o

~ 9. On the application (made in accordance with Power to
the provisions of clause (§) of sub-section (2) of ke aflow. -
section 11) of any person chargeable with excess snees for .
profits duty alleging that, owing to any of the follow- 2oy o
ing circumstances, namely :— _ '
(o) any change in  the: constitution of a part-
' nership of which he is or was a member,

(b) any postponement or suspension, as a con=
“sequence of the present war, of renewals

_ or repairs, ; S

(¢) any exceptional depreciation or obsolescence
(including the cost of replacement; during
. the aceounting peériod), due to the present
war, of assets employed in the business, -
" (d) the provision, in connection with the require-

' ments of the present war, of plant or .
machinery which will not be required for
the purposes of the business after the
termination of the war, TR

~ (e) the fact that the assets of the business consist.

:  to any material extent of shares in a
company the business of which is itself -
chargeable to excess profits duty,.

%) 'f‘hé
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") the liability of:any part.of the profits of the -

. business to' excess profits: duty: in. the

United Kingdom, - or S

{g) any special circumstances connected: with

the: nature of- the- business or the period
determined,. ‘ o

‘the provisions of this Aet for the caleulation of
~ 6xCess profits duty operate’ unfairly in‘ his case; the

Collectdr: may ~make such allowancesin calculating

the® amount of the duty as seem to him: to: bée
necessary to'meet the special circumstances, provided:
thiat any such allowance shall not reduce the amount
of ‘duty payable under the provisions of the Aict by
niore than twenty-five per cent. without the previous

sanction of the Commissioner, A ;

8 (1) If any person who has appli;ed*undféf:; section
- ¥ is-dissatisfied with the decision of the: Collector on:

his application, he may appeal to the. Chief Revenues.

. authority which shall, at the option of "such: person;.

either itself decide such appeal or refer it to:a: Board
of Referees to; be appointed by the Local Goyern-
ment, The Board shall hear and consider any-appeal
so referred and shall communicate its decision to the

" Chief Revenue-authority.

(2) The Chief Revenue-authority and the Board,
shall be entitled to take into account any of the.
eircumstances- specified in- section .7, and to modify’
the decision of the Collector with reference thereto
in. such way and to such extent as they may consider

just-and:equitable.

(3) Bvery Board of Referees appointed under this
section shall consist of three or, in cases which the
Local Government considers to be of difficulty or
importance, of four persons. When the Board
consists of four persons, the Local Government shall
appoint one of the members to be Chairman. In

. any case at least two members of the Board shall be

persons notin the service of Government and having
in the opinion of the Local Government adequate

 @m




©0WID]  Heoéss Profits Dutgs . - 18

_ (4) In case of a difference of-opinion. between: the
members of the Board, thé opinion of the majority
shall prevail: When the. Board -consists of four

members and the members are. equally divided in,

opinjon, thie Chairman shall have a second or casting, -
wobe. : ] SR

(5)- The decision of the Chief Revenue-authority.
on any appéal under this section or of the: Board
where an- appeal is referred to it shall, notwithstand~ . -

- §ng any other provision of this Act be final, and- shall

. be deemed fo be the basis of -assessment-in the parti-
cular case. S T T e

«9. (I) The Governor General in Council may, on Power st -

“the application wmade before the 80th June; 1919, oft Joverner
any person alleging that owing to special circum- Council o
stances to be stated in the application the provisiens g::}i:,j';;hm

4
i

of this Act for the calculation of excess profits duty caseof aclas .

would operate unfairly in the case of any olass of °f business.
business in which such person is engaged, refer such ~ .
application for the report of a Board of special
- Referees to be appointed in this behalf by the Gov= -
ernor General in Council. - '
(2) Every Board appointed under this section
~ shall consist of four persons, of whom at least two shall
- be persons not in the service of Government. The
Governor General in Council shall appoint one mem--
ber to be Chairman. S - ;
(8). On receipt of the report of the Board, the
Governor General in Oouncil ghall consider the same
and pass thereon such orders askhe thinks fit. Any
~ such order may vary the basis or method - of assess~-
ment in réspect of the classof business so-reported on,
~ @nd ‘any variations: so made shall be deemed: to be
-modifications of this'Act in respeet - of the matters to. -
which theéy relate, and this: Act shall apply-accord-

ingly - . o
~ 1Q. Every liquidator of a company which is being Notic to e
- given by

wound up ‘at the commencement of this Act or ivfiny

wound up after the commencement of this Act and thet exces
i . ; profits have ,

whichi is chargeable to excess profits duty shall’ before o, vo0
the 31st May, 1919, or- within' two months. of -the =~
T , _ commencement
62
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oommencement of the winding’ up, as the case may |

" “ Returns for

the purposes
of the Acts

FRA
!

be, give notice of the fact to the Collector.

11. (Z) The Collector may, for the purposes of
this Act, require any person whom he believes to be
engaged in any business to which this Aet applies,

- or to have been so engaged. during the accounting

period or in the year ending on the 81st March,

~ 1912, or.on the 31st March in any year thereafter,

to- furnish him within two months after = service
" upon him of a notice to that effect with such particu-

lars in connection with the business as the Collector
may require.

(@) At the time of fulmshmg such paltmulars, '

- such person shall——

" Penslty.

(@) state the. method which he desives to be-"’
‘ adopted for the purpose of—
(z) ascertammg the profits of the business
in the accounting pemod under
section 5, and

(m.) determining the standard profits under -
section 6, and ‘

- (b) make any apphcatmn which he desires to
make under section 7 for an allowanece in

the calculation of the amount of the excess
profits duty

(3) Where any person fails, without reasonablo

- cause or exouse, to comply with" the provisions of

clause (a) of sub-section (2), the Collector shall

- proceed to ascertain the profits of the accounting

period and to determine the standard profits by such
method provided in this Act as he thinks fit.

©19. If a. person fails, without reasonable cause
or excuse; to give to the Collector in due time any.
motice required by section 10 or to furnish any parti~
culars referred to in section 11, he shall on conviction

by a Magistrate be punishable with fine which may -
"extend to thirty rupees for every day dunng Whlchk

~ _ the defanlt continues.

. Assyés,ksment,..

13. The amount of excess profits duty to be, pa1d.

in: respect of any- business shall be-assessed by the:

$ ., . - Oollector,_-'
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Collector, who may in any case where he thinks fit
allow the duty to be paid in instalments of such

~amounts payable at such times as he may direct,

14. The duty may be assessed on any person for Person liable
the time being owning or carrying on the business to be assessed.
whether as agent for the owner or otherwise or, where .
the business has ceased during the accounting period,-
on the person who owned or so carried on the busi-
ness immediately before the time at which the busi- -
ness ceased, and where there has been a change of

 ownership of the business during the accounting

TI of 1918,

period, the Collector shall make the assessment in the-
prescribed manner. n :

.15, The provisions of sections 20, 21, 22, 23, 24, Application

196, 27, and of Chapters IV and V and of sections 42, 45, 5 §rorisione

46, 47 and 49 to 52 of the Indian Income-tax Act,
1918, shall apply, with such modifications, if any, as
may be proscribed, as if the said provisions referred to

1918,

‘excess profits duty instead of to income-tax, and every -

officer or authority exercising powers under the said
provisions may exercise the like powers under this
Act in regard to excess profits duty as be or it ex-

- eroises in regard to income-tax under the said Act :

'1X of 1918,

Provided that referencesin the said provisions to

" the assessee shall be construed as references to a

person by whom excess profits diity is payable.

16. Notwithstanding anything contained in the Incometsx
Indian Income-tax Act, 1918, or in any Act repealed Poeers to bo
thereby, all information confained in any statement the purposes
or return made or furnished under the provisions of °f this Adt.
any of the said Acts or obtained or collected for the
purposes of any such Act may beused for the pur-
poses of this Act. :

17. () A person shall not for the purposes of pronivition -
avoiding payment of excess profits duty enter into a I end penalty
fictitious or artificial transaction or carry out any ficti- transactions,
tious or artificial operation, and - if he has entered into '
any such transaction or carried out any such opera-
tion before the commencement of this Act, shall
inform the Collector of the nature of the transaction
or operation, L S

Ezxplanation
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- Eaxplanation,—For the purposes of this. section’ats - .-
attificial transaction or operation ineludes 1 every
~ device of whatever nature.adopted for “the ‘purposes-of
~ spresenting the accounts of & business in a misleading
- “form or manner Wwith intent to ‘evade or haying the
z;fﬁeet ‘of evading any “obligation imposed by this
.. (2) If any person acts in- contravention of, or . |
fails, without reasonable cause or exouse, to: comply
with, the provisions of - sub-section - (1)}, e shall
on -eonviction by a Magistrate be punishable with fine -
which may extend to one thousand rupees. _
Power b0, ... 18. (I) The Governor General -in Council may,
iFe e~ by notification in the Gazette of Tndia, make rules
- “for carrying into effect the provisions of this-Act.
(9 Im particular ‘and without “prejudiee to ‘the
-generality of the foregoing -poweér, such: rules may
- provide for— , ‘ B
' {a) the rate to be allowed in respect of any
o “business or. class of business for the pur~
pose of clause (@) of sub-soction - (1) of
S section 6 , ‘ e
. {b) the procedure to Dbe followed by Boards of -
- Referces appointed under this Acty
€c) the basis and method of acsessment when

" fhere has been a_change of ownership -
“during any period which ean be selected
for the purpose of determining standard -
_profits, or during any su bsegquent . period
“prior to the commencement of this Act ;
‘ and L T
{d) the adaptation to excess profits duty *of any
" of the provisions of the Indian Income-
© ‘tax Act, 1918, which are made applic- vi1of 1918,
. able to that duty by section 15. - '
T .(8)-'All rules made under this section shall “have
- efféct as if enacted in‘this:-Ack.” -~ - _ .
.gx:eés.%rdﬁtsg ~19. Where the profits “of any business in the
L ax to_ BCCOUNEING period are chargeable to excess profits duty

Pealiemately undér the provisions of this Aet and to~ super-tax
chargesble. " - A . LW ! »
- | under
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VIII of 1917. under - the iprovisions ' of -the:Buper-tax Act, .»1‘917,'
- thens= -~ ’ -
(1) if.the amount chargeable as excess profits
7 _dnty exceeds that chargeable as super- - . =
' tax, excess profits duty shall alone be -

~ charged, and . o
~+2) if the amount chargeable .as super-fax.ex-
ceeds that chargeable as excess profits
_duty, super-tax shall alone be charged,

| VIILof 1917. gyid’ the provisions of -this :Act -and -the -Buper-tax e
-Act, 1917, shall be construed accordingly. - - -
' 90.:The -amount of ‘excess profits ‘duty - paid in Excess profits
Yespect --of “any - business shall be allowed as.adeduc- g for
tion at the adjustment made in the year ending on thepurposes
_the 81st March, 1920, in respect of the profits of o’ " ° .
that ! business for the.purposes .of seotion 19 of the -

VILof1918. Tndian Income-tax Act, 1918 ,
- Provided that, if the-amount of excess profits duty
payable has not been ascertained at the time when the
said adjustment is made, the amount by which the
income-tax would have :been reduced if effect had
_been - given -to the deduction shall be deductedfrom

- the amount payable for excess profits duty. = - '

 SCHEDULE:L. -
A ExCEPTED,BU_smE_SSESL. :_ ;
o {(See sectzoné’) - ,
1. +An¥.husiness the income ;_\f,.frg_;n[ﬁvy[h-ich is" agri-
" #2: Offieés orémployments. - - o v
" 8. Any profession ° the, profits “of ~which are
. depeéndent-maginly on-the personal: qualifications of
- - the pétisonby whouni the profession is :carried on, and
ifrwhicli-ho capital. expenditure .is -required or only
 eapital-expenditure of-an amount which is small when.
conmiparad with the-profits which the: person carrying
on the profession makes: e

I .
Provided -
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“Provided that the business of any person taking

commissions in respeect of any transactions or services

rendered, or any agent of any description (not being
a whole-time officer or servant of the business or a

commercial traveller, or an agent whose remuneration

consists wholly of a fixed and definite sum not depend-

~'ent on the amount of business done ‘or any other
contingency) shall not be included in this-excep~

tion. ,. : . ,
4. Any business which is liable to pay in respect

of the accounting period excess profits duty in the

United Kingdom.

" b. Any business of which the profits in  the

- accounting period- do not exceed thirty thousand
rupees. 7 - o :

'SCHEDULE IT.
: ‘ASCERTAINME.N_’I OF CAPITALL.

. . (See sec}fim 6)

1. The amount of the gapital of a business shall,

so far as it does not consist of money, be taken. to

(@) so far as it consists of assets acquired by

purchase, the price at which these assets-
were acquired, . subject to any proper
- deduction for depreciation or for unpaid -

‘purchase money,

(b) »so far as it consists of assets being debts due-
to the business, the nominal amount of
those debts subject to any reduction which -
has been allowed or is allowable in.
“respect of those debts under the Indian. g

- Income-tax Act, 1918, and =~ = - vIlof191s. -

* {¢) so far as it consists of any other assets which
- have not been acquired by purchase, the

valune of . the assets at the time when

they became assets of the business, subject
-to any proper deduction for deprecia~

tion :
o Provided
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Provided that nothing in this prdvisionv shall

prevent accumulated profits (other than those made =~

in the accounting period) employed in the business
being treated as capital. ' R
9. Any borrowed money or trade debts shall be
deducted in computing the ‘amount of capital for the
purposes of this Act. S o
3. Where any asset has been paid for otherwise
than in cash, the cost price- of that asset shall -be
taken to be the value of the consideration at the time
the asset was acquired, but where the business has
been converted into a' company and more than two-
thirds of the shares in the company are held by the -
person who was the owner of the business no value
shall be attached to those shares, so far as they are
represented by good-will or otherwise- than by
material assets of the company, unless the Collector
in special circumstances otherwise directs, Patents
and secret processes shall be deemed to be material
assets. ‘ : :




