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[PASSED BY THE INDIAN LEGISLATURE.]

(Recewed the assent of the Governor General on the 4th
April, 1930.)

An Act further te amend the Indian Income-tax Act, 1922, for
certain purposes.

\) THEREAS it is expedient further to amend the Indian
3 Income-tax Act, 1922, for certain purposes herelnalter

appearing; Itis hereby enacted as follows:—

1. (I) This Act may be called the Indian Income-tax Shorttitloand

(Amendment) Act, 1930, commencement, -

(@) It shall come into force on the 1st day of April, 1930.

2. In section 2 of the Indian Tncome-tax Act, 1922 (here- Amendment,

. , . of septlon 3,
. inafter referred to as the said Act),— - Aot XT of 1922;

(a) after clause (6) the followmg clause shall be inserted,
namely : —

“(64) ¢ firm ’, ¢ partner’ and ¢ partnership * have the
same meanings respectively as in the Indian Con-
tract Act, 1872 °°; and

; (b) for clause (74) the following shall be substituted,
' namely : — '

(1) ¢ 1egistere& firm’ means a firm registered
under the provisions of section 26A;"’.
Amendment

8. In sub-section (£) of section 23 of the said Act,—
) . o of section 23,

"~ (a) after the word °‘ judgment’’ the words “ and, in ActXIof 1922
' the case of a registeréd firm, may cancel its regis-
‘tration *’ shall be added; and

(b) the following proviso shall be added namely : —

““ Provided that the registration of a firm shall not be
cancelled until fourteen days have elapsed from the .
issue of a notice by the Income-tax Officer to the

firm 1nt1mat1ng his 1ntent10n to cancel 1ts regis-
tration
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 Insertion of 4 After sectmn 23 of the said ‘Act the followmg section .

new section 234
patXIeff  ghall be inserted, namely —

,_,_;_Igdv‘z%raﬂlassess LS 23A. (1) Where _the Income-tax Qfficer is satlsﬁed,j;hat#.__ ST

prer oy el any - firm or other association of - individuals.
" assoclations and
peatio ty A carrying on any business, other than a Hindu

_undivided family or a company, is -under the
control of one member theredf, and that such firm
or association has been formed or is being used for
the purpose of evading or reducing .the liability
to tax of any member thereof, he may, with the
previous approval of the Assistant Commissioner,

" pass an order that the sum payable as income-tax

- by the firm or association shall not be determined,
and thereupon the share of each member in the
profits and gains of the firm or association shall be
included in his total income for the ~purpose of his
assessment thereon. :

Eaxplanation.—A member of a firm or association who
owns the whole or the major portion of the capital
of the firm or association shall not by reason only
of that fact be deemed to control the firm .or
association. '

(2) ‘Where the Income-tax Officer is satisfied that a com- |
pany is under the control of not more than five of ]
its members and that its profits and gains are '

- allowed to accumulate beyond its reasonable needs,
existing and contingent, having regard to the main-
tenance and development of its business, without
being distributed to' the members, or that a rea-
sonable part of its profits and gains, having regard

‘to the said needs, has not been distributed to its

members in such manner as to render the amount ‘ S

distributed liable to be included in their -total

income, and that such accumulation or failure to - i

distribute is for the purpose of preventlng the im- - 1

position of tax upon any of the members in respect '

of their shares in the profits and gains so accumu-
lated or not distributed, the  Income-tax Officer
may, with the previous approval of the Assistant -

Commissioner, pass an order that the sum

payable as income-tax by the company shall not be -

determined, and thereupon the ploportlonate share-

" | e
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of each member: in the profits and. gams of the-
““company, whether such- profits and gains have - -
been distributed to the members or not, shall be
included in the total income of such member for
the purpose of his assessment thereon :

Provided that this sub-section shall not apply to any
company which is a subsidiary company or in
which the public are substantially interested.

Eaplanatvon.—For the purpose of this sub-section,—

(a) a company shall be deemed to be a subsidiary
company if, by reason of the beneficial owner-
ship of shares therein, the control of the com-
pany is in the hands of a company not being a
company to which the provisions of this sub-
section apply or of two or more companies none
of which is a company to which those provi-
sions apply; :

- (b) a ‘company shall be deemed to be a company in
which the public are substantially interested
if shares of the company (not being shares en-
titled to a fixed rate of dividend, whether with
or without a further right to participate in
profits) carrying not less than twenty-five per
cent. of the voting power have been allotted
unconditionally to, or acquired unconditionally

. by, and are at the end of the previous year
beneficially held by, the public (not including
a company to which the provisions of this sub-
section apply), and if any such shares have in
the course of such previous year been the
subject of dealings in any stock exchange in
British India or are in fact freely transferable
by the holders to other members of the public;

(c) unless the contrary is proved, a company shall be

: deemed t6 be under the control of any persons
where the majority of the voting power or
shares is in the hands of those petrsons or of
relatives or nominees of those persons;

(d) °“ nominee ”’ means a person who may be required
to exercise his voting power on the directions

of,
3
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~of; ar-holds shares directly or 1nd1rect1y on
behalf of, anolher person. =~ :

(3) The  Assistant - Commissioner shall not give his-

' ¢ approval to any order proposed to be passed by the
Income-tax Officer under this section until he has
" given the firm, association or company concelned
an opportunity of being heard.

(4) (+) Wheve any member of a firm or association of
individuals makes defaull in the payment of tax
on his share of proﬁts and gains which has been
included in his total income under the provisions
of sub-section (Z), such tax may be recovered from
the firm or association, as the case may be.

(u) Where the proportionate share of any member of a
‘company in the undistributed proﬁts and gams of
the company has been included in his total income
under the provisions of sub-section (2), the tax
payable in respect thereof shall be recoverable
from the company and may be recovered from such
member, if there are not sufficient funds in the
hands of the company to pay the tax, or if the
‘winding up of the company.has commenced.

(#43) Where tax is recoverable from a company, firm or
other association under this sub-section,.a mnotice
of demand shall be served upon it in the prescrlbed
form showing the sum so payable, and such com-
pany, firm or association shall he deemed to be the
assessec in respect of such sum, for the purposes

of Chapter VI.

%) "Whele tax has been paid in respect of any undistri-
-buted profits and gains of a company under this
section, and such profits and gains are subsequently
distributed in any year, the proportionate share
therein of any member of the company shall be
excluded in computing his total income of that

o year.”’
Insertfonof - 5, After section 26 of the said Act the following" sectlon
InAct X1of  ghall be inserted, namely : —
Dogcedure In ¢ . ‘“26A. () Application may be made to the Income-tax
firms. _ Officer on behalf of any firin, constituted under an
' 1nstrument of partnership speclfvmg the individual
S o _ shares
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_ purposes of this Act and of any other enactment
o . for the time being in force relatmg to income-tax
or super-tax.

(2) The appheatlon shall be made by such person or

_persons, and at such times and shall contain such

particulars and shall be in such form, and be veri-

fied in such manner, as may be prescribed; and it

" shall be dealt with by the Income-tax Officer in
such manner as may be prescribed.”’

6. For section 28 of the said Act the following section
shall be substituted, namely:— :

¢ 28 (Z) If the Income-tax Oﬂicer the Assistant Com-
‘missioner or the Commissioner, in the course of any
proceedings under this Act, is satisfied that an
assessee has concealed the particulars of his income
or has deliberately furnished inaccurate particulars
of such income, and hag thereby returned it below

shares. of the putners, for reglstratlon for the

Amendment of

seotion 28, Ach

X1 of 1922,

Penalty for
concealment
of Income or
improper R
distribution
of profits,

its real amount, he may direct that the assessee

shall, in addition to the income-tax payable by him,
pay fby way of penalty a sum not exceeding the
amount of the income-tax which would have been

~avoided if the income so returned by the assessee
had been accepted as the correct income;

(2) If the Income-tax Officer, the Assistant Commissiouer

é or the Commissioner, in the course of any proceed-
i ings under this Act, is satisfied that the profits of
N ' a registered firm have been distributed otherwise
o than in accordance with the shares of the partners
as shown in the instrument of partnership regis-’

tered under this Act governing such distribution,

~and that any partner has thereby returned his

income below its real amount, he may direct that,

such partner shall, in addition to the income-tax

payable by him, pay by way of penalty a sum not

o exceeding the amount of income-tax which has
been avoided, or would have been .avoided if the
income returned by such partuer had been accepted
as his correct income ; and no refund or other adjust-
ment shall be claimable by any other partner by
reason of such direction. ‘

(9) Fo
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-

(8) No order shall be made under sub-section (I) or sub-
section '(2), unless the assessee or partner, as the
case may be, has been heard, or has been given a
reasonable opportunity of being heard.

(4) No prosecution for an offence against this Act shall
~be instituted in respect of the same facts on which
a penalty has been imposed under this section.

(§) An Assistant Commissioner or a Commissionesr, who
has made an order under sub-section (I) or sub-
section (2), shall forthwith send a copy of the
same to the Income-tax. Officer.”’

Insertlon of 7. After section 33 of the said Act the following section
new sectlon 33A . .
inactXTof  shall be inserted, namely:—

Bosea o ? ’ ‘T‘ 33A. (I) Any person aggrieved by an order of an

Referoes. Income-tax Officer under sub-section (I) or sub-
section (2) of section 23A may, within thirty days
of the date on which he was served with notice of
such order, lodge an appeal in the office of the
Commissioner.

" (2) The appeal shall be in the prescribed form and shall . \
' be verified in the prescribed manner. '

(3) The Commissioner shall refer such appeal, with a
statement of his own opinion thereon, to a Board
of Referees for . decision; and the Board of

~ Referees shall decide the appeal after hearing the = -
appellant and any person deputed by the Commis-
sioner : o o

Provided that, hefore making a reference to a Board of
Referees, the Commissioner may, and at the request

p of the appellant shall, in exercise of his powers
of revision under section 33, decide the matters
in dispute, and thereupon the assessee may with-
draw his appeal or proceed with it. '

(4). The decision of the Board of Referees shall be
forwarded to- the Commissioner who. shall transmit
it to.the Income-tax Officer who passed the original

_order, and shall also send copies to each Income-
tax Officer who has made any assessment conse-
quent upon such order; and where a decision
reverses or modifies the order of the  Income-tax

Officer,.
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Officer, fresh assessments shall be made in accor-
dance therewith, or such consequential adjustments

as may be required shall be madp 1n oDy assess- ,

‘ment already made.

(5) The decision of a Board of Referees shall not be
subject to appeal to any Income-tax authonty,
and shall not be revised by the Commissioner in
exercise of his powers under section 33.°

{6) & Board of Referees shall consist of not less than
three and not more than five persons, of whom not
_ less than one-half shall be non-officials having -
business experience, and one shall be a judicial
officer not inferior in rank to a Subordinate Judge
- or a Judge of a Small Cause Court who has held
judicial office for a period of not less than ten
| years.

(?’) Subject. to the provisions of sub-section (6), the Cen-
tral Board of Revenue may make rules regulating
the- formatlon compos1t10n and procedure of Boards
of Referees.’

8. In section 45 of the said Adt,»- 7 ' Amandoint of

(a) after the words ‘“ notice of demand * the words and
figures ‘‘ under sub-section () of section 23A or’
shall be inserted; and

(b) after the word and figures ‘‘ section 80’ the words
and figures ‘‘ or under sec'tlon 33A 7’ shall be
inserted. '

9. In section 52 of the said Act, after the word and figures Amenament of
“ gection 22 '’ the words and figures ‘‘ or sub-section (&) of o 0mr
sectlon 26A ”’ shall be inserted, and after the word and figures

¢ section 32 ”’ the words and figures “ or sub-section (2) of

goction 33A > shall be inserted.

10. In sub-section (&) of section 54 of the said Aet, afer An&?ndlg:ngol
the -first proviso the following proviso shall be inserted, XIof 1025,
namely : —

¢ Provided, further, that hothing in this section shall
apply to the production by a public- servant before

a Court of any document, déclaration or- affidavit

. filed, or the record of any statement or deposition.
made in a proceedmg under sectmn 26A, or to the
giving

7‘.

Act,XI of 1028;




~ giving of evidenge
\ thereof.” '

et of - T1. i stb-section. (2) dfdbe
Amendment ot~ 11, Tn-sub-section (2) df*de
© XTI of 1022,

$6igf. tho said Act—
(@) after the word and figutes “ection 827, the words - .
and figures “or of a decision by a Board of.
‘Referees under section 33A " shall be inserted;
and ' '

(b) after the word “order”, in the second- and third .
places where it occurs, the words ‘‘ or decision ” - .7 .
shall be inserted. '
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