of 1922.

of'1922.

- (Prov1dent Funds Relief) Act, 1929.

| ACT NO XII | OF]929 |

[PassED BY THE_INDIA_N LEGISLATORE.]

(Recaived the assent of the Governor Genefal on the
' Ist October, 1929.) '

A.n Act further' to amend the Indlan Income~tax Act, 1922
" for certain purposes. :

‘x 7HEREAS it is expedient further .to amend the Indian
/' Income-tax  Act, 1922, for the purposes herelnafter
appeaung, It is hereby enacted as follows:— '

1. (1) This Act may - be called the Indian Income-tax Short ttle and

commencemenh

@) It shall come into force on such date as the Governor '
General in Councﬂ may, by notification in the’ Gazette of

India, appomt

2. To:sub-section (3) of section 4 of the Indian Income-tax Amendment .
of section 4,

: Act 1922 (helemaftel referred to as the said Act) the follow- Act X7 of 1922,
~ing clause shall be added, namely : —

‘“ (iz) Any income received by trustees on behalf of a -
recognised p10v1dent fund-as defined in clause (a)
-of section HBA.”’

8. In sub-section (3) of section 15 of the said Act, after Amendment

of sectlon 15, .
the word and figure ‘“ section 7 ”’ the words ‘‘ and any swms Aect XT of 1922,

’ exempted under sub-section (I) of section 58T shall be

inserted. .,

4. In section 58 of the said Act,—- : . ofendment,

(@) in the proifiso to sub-section (I), after the word and Ach XT of 1622. -
ﬁgures ““ section 57’ the words, figures and
letter ‘‘and under gectlon H8H %h‘lll be added

and
(b) 1n  sub-section (2), after the word and ﬁgures‘
““ gection BT 7’ the words, figures and letter ‘“ and
section HSH ’” shall be.inserted, S
: ) 5. After
, .

Price 1 anna or 13.]




&ﬁ{éﬁ;{ ne;V 5. After Chapter IX of the said Act the followmg Chapter

‘ H.ActXI of 1022, ahall be mserted namely —_— .

L CHAP'I‘LR IXA,
SPECIAL PROVISIONS RELATING TO CERTAIN CLASSES. OF
ProvipeNT FUNDS. "

| lﬁeﬁqibioua. : 58A. In thls Chapter, nless there is anythmg repugnant
- - in the subject or context,— :

‘v(a) a ‘‘recognised provident fund’’ means a prov1dent :
fund which has been and continues to be recog-
nised by the Commissioner, in accordance with:the

provisions of this Chapter;

[%1 i3 s
(0) an ‘‘ employer *’ means—

(?) a Hindu undivided family, corﬁpany, firm or other -

association of individuals or persons, or .
(%) an individual engaged in a business, profession or
. vocation whereof the ‘profits and gains.  are

assessable to income-tax under  section 10 or
section 11, . ’

mamtammg a provxdent fund for the benefit of his . |

or its employees
»

(¢) an “‘ employee

or domestic servant;

(d) a *‘ contribution ”’ means any sum credited by or on. - N
- behalf of any employee oul of his salary, or by an

employer out of his own monies, to the individual
account of an employee, but does not- include any
sum credited as interest;

(e) the ““ balance to the credit ” of an einployee means

" the total amount to the credit of his individual
account in a provident fund at any time;

- .if) the ‘‘ annual accretion *’ to the balance to the credit

. of 'an employee means the increase to such balance
in any year, arising from contributions and
interest; ' -

Indian Incomeftm: V(Pfro’vident Funds Rélief).- [A.CT XIr

means an employee partlclpatlng in
a-provident fund, but does not include a personal

(o | (9) the

4
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(g) the - amumulated balance due” to an employee
means the balance to his oredlt or. such portion "
thereof as may be claimable by him under the
regulations of the fund, on the day he ceases to be
an employee of the employer mamtammg the
fund ; and:

(h) the ‘¢ regulatlone of a fund *’ means the special body

of regulations governing the constitution’ and
administration of a paltlcular p10v1dent fund.

58B () The Commissioner of Income-tax may . accord Thessording
and withdrawal
recognition to any provident fund which, - in’ his - opinion, of recognition.
" satisfies the conditions prescribed in section 58C and’ the rules '
made thereunder, and may, ab any time, withdraw such.
recoguition if, in his opinion, the prov1dent fund contravenes _
‘any-of those cond1t1ons

(2) The Governor General in Councﬂ may, at his dlscre-
tion, direct the Commissioner of Income-tax to refuse to
~ accord recognition to any provident fund, or may, at any time, ;
withdraw vecognition from any recognised provident fund. : -
(3) An order “according recogmtlon shall take effect on 5
such date as the Commissioner may fix in accordance with any ‘
. rules the Central Board of Revenue may make in this behalf,

such date not being later than the last: day of the ﬁnanclal
g year in which the order is made. ’

(4) An order W1thdraw1ng recognition shall take eﬂeot
-from the day on which it is made. :

(6) An employer objecting to an order of the Commissioner
refusing to recognise a provident fund may appeal, within
sixty days of such order, to the Central Board of Revenue.

The appeal shall be in the form and shall be verified in the
smanner prescribed by the Central Board of Revenue

58C. (Z) In order that a provident fund may receive and Co&djtiunsmbe
retain recognition, it shall satisfy the conditions set out below ?‘:msgﬂxflge‘()ly *
and any other conditions which the Govermn Geueral jp Provident fund.

Councll may, by rule, prescnbe——- _
(a) All employees shall be employed in  India, or shall be

employed by an employer whose prmolpal place of
business is in British India.

(b) The contributions of an employee in any yea,r shall
be a deﬁmte proportion of lus salary for that year,

and
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and shall be deducted by the employer from the

periodical payment of such salary in that year, and

credited to the employee’s. individual account in

the fund. , e
(¢) Subject to the provisions of section 58D, the contri-
: " butions of an emplOyer to the individual account
of an employee in any year shall not exceed the
amount of the contributions of the employee in
that year, and shall be credited to the employee’s

individual account at 1nterva1s not exceedlng one

year

(d) The fund shall consist of contributions as above
specified, of accumulations thereof, and of interest

(simple and compound), credited in respect of such

contributions and accumulations, and of, securities
purchased therewith, and of no other sums.

() The fund shall be vested in two or more trustees,
under a trust which shall not be revocable save
with the consent of all the beneﬁcia'lies

~(f) The employer shall not be entitled to recover any sum

whatsoever from the fund, save.in cases where the

- emiployee is dismissed for mlsconduct or voluntarily

leaves his employment otherwise than on account
of ill-health or other unavoidable cause before the
explratlon of the term of service specified in thls
" behalf in the regulations of the fund. B

In such cases the recoveries made by the employel

shall be hmlted to the contributions mdde by him -

to the individual account of the employee, and to
interest (simple and compound) credited in respect

of such, contributions and accumulations thereof, in

accordance with the regulations of the fund.

| (9) The accumulated balance due to an eniployee shall be

payable on the day he ccases to be an employee of .

the employer malntalnlng -the fund.

(h) Save as provided in clause {g), or in accordance with
‘such conditions  and restrictions as the Governor
General in Council may, by rules, prescribe, no
portion of the balance to the credit of an employee
shall be payable to him.

(2) where

oy

~employee’s salary “in that" PI‘OI)OI‘thIl,_ at each
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(2) ‘Where there is & repugnance between any regulatmn
. recognised provident fund and ‘any provision. of this
Chapter or of the rules made thereunder, the regulatmn shall
to the extent of the repugnance, be of ne eﬁect :

" The . Commissioner may, at any time, require that such
- »repugnance shall be removed from the regulations of the fund.

QT . . N . .

- 58D. Subject to any 1"ules which the Governor General 1n b op o retay
" Council may make in this behalf, the Commissioner may, in I@bictions of
respect of any particular fund, relax the provisions of con- Sontributions

. in certain cases,
. dition (o) of sub-section (I) of section 58C—

(a) so as to permit the payment of larger contributions.by
~ an employer to the individual accounts of employees
whose salary does not exceed five hundred rupees
‘per. mensem ; and
~ (b) so as to permit the crediting by employers to the
~ individual accounts of employees of periodical
bonuses or. other contributions of a contingent
nature, where the calculation and payment of such
bonuses or other contributions is provided for on
definite principles by the regulations of the fund.

5815, The annual accretion in any year to the balance at Annual
o ‘the credit of an employee participating in a recognised provx- sooreton o -
: dent fund shall be deemed to have been received by ‘him in Jocome receivers
that year and shall be included in his total income for that '
year, and, subject to the exemptions specified in section 58F,

shall be liable to income-tax and super-tax:

Provided that, for the purpose of sub-section (3) of section
15, out of such annual accrefion only the employee’s own
contnbutmns shall be included in his total income.

58F. (1) An employee shall not be liable to pay, income-tax gyemption of
on. contributions to his individual account in a recognlsed ;‘3,‘:,‘,‘*;1,33;’;2“"“,
prov1dent fund, in so far as the aggregate of such contribu-*
tions in any year does not exceed one-sixth of his salary in

that year.

(2) In the accounts of a recognlsed provident fund the
contributions exempted from income-tax under sub-sectlon ) -
and accumulatlons thereof shall be shown separately, and
interest thereon shall be calculated and shown separately.
Such interest shall be exempt from payment of income-tax,
in so far as it is allowed at a rate not exceeding such rate as

the
B




" balances due..

PRI

Andwan Incdme-tam (Pfowident Funcls’ Relief). .tACT *it

the Governor General in Councll may, by notlﬁcatlon in the =
Gaﬁette of Tudiy, ﬂx in thiy behalf.

" Exemption of 58G. Where an . employee partlclpatmg in a recognlsed o
-atcumulated -
balance from  provident fund has rendered continuous service with his em-

income-tax - . : : L
~andsuper-tex;  ployer for a period of not less than five years, and ‘the accu-

mulated balance due to him becomes payable, such accumulat-
ed balance shall be exempt from payment of income-tax and
'Supel'-tax, and shall be excluded from the computation of his
total income:

Provided that the Commissioner of Income-tax may allow
such exemption and exclusion where the employee has render-
ed continuous service with the employer for a period of less .
than five years, if, in his opinion, the service has been ter-
minated by reason of the employee’s ill-health, or by the con-
traction or discontinuance of the employer’s busmeqs, or otner -
‘cause beyond the control of the employee.

)] Where exemption from payment of incoine-tax is not
allowed under the provisions of sub-section (7), the Income-tax
Officer shall calculate the total of the various sums of income-
tax from the payment of which the contributions and interest
credited to the employee’s individual account have. been ex- '

"~ empted under the provisions of sub-sections (Z) and (2) of -
section b8F, and such total shall be payable by the employee,
in addition to any other income-tax for which he may be -

" liable for the year in which the accumulated balance due te
him becomes payable.

'R:gzgt(i’rfm at’ 58H. The trustees-of a recognlsed provident fund, or other
incometax . person authorised by the regulations of the fund to make pay-.
payable on

accumulated ment of accumulated balances due to employees, shall, at the
time an accumulated balance due to an employee is pald
deduct therefrom any income-tax payable under sub-section
(2) of section 58G and any income-tax and super-tax payable
on an employee’s total income as determined under sub-section
(3) of section 58J,-and sub-sections (4) to (9) of section 18
shall apply as if the sum to be deducted were income-tax
payable under the head Salaues

M e R
. T . o

Accounts of 581. (I) The accounts of a recognised pr0v1dent fund shall
ronfaom tunds, be maintained by the trustees of the fund and shall be in such
' form and for such periods, and shall contain such particulars
as the Central Board of Revenue may mescrlbe
' (¢) The .
6
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(2) The accounts shall be open to inspection at all reason-
ahla times hy Tncome-tax authorities, and the trustees shall

: .,_furmsh to the Income-tax Officer such abstracts thereof as

. the Central Board of Revenue may prescrlbe

58J. (1) Where recognition is ‘accorded to a pro?ideht
fund with existing balances, an-account shall be made of
the fund up to the day before the day on which the recogni-

employee on such day, and containing such further parti-
*culars as the Central Board of Revenue may prescribe.

Treatment of
balances
fa newly
recoznlsed
provident

. funds.
tion takes effect, showing the balance to the credit of-each :

(2) The account shall also show in respect of the balance

~to the credit of each employee the'amount thereof which is
to be transferred to that employee’s account in the recognised
provident fund, and such amount. (hereinafter called his

transferred balance) shall be shown as the balance to his-

credit in the recognised provident fund on the date on which

the recognition of the fund takes effect, and sub- sections 3

and (¢) shall apply thereto.

Any portion of the balance to the credit of an employee
in the existing fund which is not transferred to the recog-
. nised fund shall be excluded from the accounts of the recog-

nised fund and shall be liable to income-tax and super-tax

in accordance with the provisions of this Act other than this .

_ Chapter

{3) Sub]ect to such rules as the Central Board of Revenue

may make in this behalf; the Income-tax Officer shall make
a calculation of the qggreoqte of all sums comprised in a
transferred balance which would have been liable to income-
tax if this Chapter had been in force from the date of the
institution of the fund, without regard to any tax which may
have been paid on any such sum, and such aggregate (if any)
shall be deemed to be income received by the employee in

and shall be 1ncluded in the employee’s total income for that
year; and, for the purposes of assessment, the remainder of
“the-transferred-balanee shall De. disregarded, but no other ex-

~ emption or relief, by way of refund or otherwise, shall’ be T

. the year in which the recognition of the fund. takes effect,-’

granted in respect of any sum oomprlsed in such transferred

balance :

Provided that, in cases of serious accounting (]1ﬁicu1ty the

Commissioner shall have power subject to the said rules, to -

make a summary caleulation of such acrg1egate

(4) Notwnhstandlng
7
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(4) Notwithstanding anything contained in condition )
of sub-section () of section 58C, an employee, in order to
enuble himi to pay the amount of tax assessed on his total

" income as determined under sub-section (3), shall be entitled

. -Treatment of
fund transferred
by employer
to trustee.

to withdraw from the balance to his credit in the recognlsed
provident fund a sum not exceeding the  difference between
such amount and the amount to which he would have been
assessed if the transferred balance had not been included in -
his total income. :

(6) Nothing in this section shall affect the rights of the
persons administering an unrecognised provldent fund or deal-
ing with it, or with the balance to the credit of any individual
employee, before recognition is accorded, in any manner which
may be lawful. :

58K. (I) Where an employer who mamtams a provident
fund (whether recogmsed or not) for the benefit of his em-
ployees and has not transferred the fund or any portion
of it, transfers such fund or portion to trustees in trust for the
employees participating in the fund, the amount so trans-

ferred shall be deemed to be of the nature of capital expen-

Provisions
relating to
rules. -

diture.

(2) When an- employee partlclpatmg in such fund is paid
the accumulated balance due to him therefrom, any portion.
of such balance as represents his share in the amount so
transferred to the trustee (without addition of interest, and
exclusive of the employee’s contributions and interest thereon)
shall be deemed to be an expenditure by the employer within
the meaning of clause (iz) of sub-section (&) of section. 10,
incurred in the year in which the accumulated balance due to
the employee is paid.

581.. (1) All rules made under this Chapter shall be subJect
to the provisions of sub-sections (4) and () of section 59.

(2) In addition to any power conferred by this Chapter,
the Governor General in Council may make rules—

" (a) prescribing the statements and other information to

be submitted with an application for recognition ;

(b) limiting the contributions to a recognised provident

fund by employees of a company who are share-
holders in the company;

(¢) providing for the assessment by way of penalty of any

.consideration- received by an employee for an.

' - assignment
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‘assignment of, or creation of a charge upon, his

beneficial interest in a recognised provident fund;

(d) determmmg the extent to and the manner in whmh

exemption from payment of income-tax and super-

tax may be granted in respect of contributions and

interest credited to the individual aecounts: of :

employees in a provident fund from Whlch recog- S

nition has been withdrawn; and ' "

(e) generally, to carry out the purposes of this Chapter

and to secure such further control over the recog-

nition of provident funds and the administration of

recognised provident funds as he may deemn
rqullSlte

58M. This Chapter shall not apply to any provident fund g);;gxx&m;u ]
of 1926, ta which the Provident Funds Act, 1925, applies.” e Thapler

28-11.29—7,000.




