
ACT No. XXI OF 1 930. 
- ____- -. ___ _ _ _ - _. - - - 

[PASSED BY THE INDIAN EEGISLATURE.] 

! (Received the assent of the Governor General on the 4th 
k 
E April, 1930.) - 
& A 

L- An Act further to amend the Indian Income*tax Act, 1922, for 
certain purposes. 

HEREAS it is expedient further to amend the Indian 
$i 10~s. W Income-tax Act, 1922, for certain purposes hereiui~lter 
* 
i' appearing ; It is hereby enacted as follows : - 

1. (1) This Act may be called the Indian Income-tax ~gtmt112~. 5 
(Amendment) Act, 1930. 

P 
i (2) It shall come into force on the 1st day of April, 1930. 
of 10~2. 2. I n  section 2 of the Indian Income-tax Act, 1922 (here- Amendment 

of section 2 ! 
;: A inafter referred to as the said Act),- - A O ~  XI of i922. I 
F- (a) after clause (6) the following clause shall be inserted, 1 

b namely : - I 
E 
c ' " (6A) ' firm ', ' partner ' and ' partnership ' have the 

I 
same meanings respectively as in the Indian Con- 

kf 1872; tract Act, 1872 " ; and 

(b)  for clause (14) the following shall be substituted, 
namely : - 

" (14) ' registered firm ' means a firm registered 
under the provisions of section 268;". 

*l, 

3. I n  sub-section (4) of section 23 of the said Act,- Ammammt 
of eection 23, 

(a) after the word " judgment " the words " and, in Act XI of 1922. 

the case of a registered firm, ma,y cancel its regis: 
tration " shall be added; and 

(b) the following proviso shall be added, namely : - 
" Provided that thc rcgistration 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 intimating his intention to cancel its regis- 
tration ". 

4. After 

d 
< -  
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~ w a t i o n  ne+sectioa of 2sn 4. After section 23 of the said Act the following section 
'n*ctX1oq 1922. shall be inserted, namely :- 

- -fT$af 1898eaa- ~-Z23A.-~IJ -Whre- -  the- Incouae=taxD&er-is satisfieillthat- - - - - - ___ 
members of 
oertaln firms any firm or other association of individuals 
aaaoofatlone kid 
companies. carrying on any business, other than a Hindu 

undivided family or a company, is under the 
control of one member thereof, 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 of the firm or association shall be 
included in his total income for the purpose of his 
assessment thereon. 

Explanation.-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. I 

(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 i t s  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 
distributed liable to be included in their total 
income, and that such accumulation or failure to 
distribute is for the purpose of preventing the im- 
position of tax upon any of the membeGs 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 proportionate share- 

I of 
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ch- rn{m;b.er. in the profits and gains of the. ' . ' ' 

ny, 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 ass.essment thereon : 

I'rovided that this sub-section shall not apply to any 
company which is a subsidiary company or in 
which t h e  public are substantially interested. 

Explanation.-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 sharestherein, the control of the com- 
pany is in the hands of a company not bging a 
company to which the provisions of this sub- 
section apply or of two or more companies none 

. ; of which is a compQny, to which those provi- 
sions apply; 

( b )  a c.ompany shall be deemed to be a company in 
which the public are substantially interested 
i f  shares of the company (not being shares en- 
titled t o  a fixed rate of dividend, whether -8~ith 
or without a further right to participate in 
profits) carrying not less than twenty-five per 
cent, of the voting power have been allotted 
uncollditionally to, or acquired unconditionally 

. . by, and are at  the end of, the previous year 
beneficially -held by, the public (not includTng 
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 ; 

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

deemed to be under the control of any persons 

5 where the majority of the voting power or 

E shares is in the hands of those persons or of 
relatives or nominees of those persons; I 

(d )  " nominee " means a pelson who may be required 
to exercise his voting power on the directions 

'-r of, 

t 3 
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of, 01. holds share8 direc,tly or indirectly on 
behalf of, anolher pirson. 

(3) The Assistant Commissioner shall not give his 
i approval to any order proposed t o  be passed by the 

Income-tax Officer under this section until he has 
given the firm, association or company concerned 
an opportunity of being heard. 

(4) (2) Where any member of a firm oi association of 
individuals llialres default in the payment of t a r  
on his share of profits and gains which has been 
included in his total income under the provisions 
of sab-section (I), such tax may be recovered from 
the firm or association, as the case may be. 

(ii) Whcre the proportionate share of any member of a 
conlpany in the undistributed profits and gains of 
the company has been included in his total income 
under the provisions of sub-section (Z) ,  the tax 
payable in  respect thereof shall be recoverable 
from the company and may be 1-ecovered from such 
member, if there are not sufficient funde in tho 
hands of the company to pay the tax, o r  if the 
winding up of the company has commenced. 

(iii) Where tax  is recoverable from a company, firm or 
other association under this sub-section, a notice 
of demand shall bc served upon it in the prescribed 
form showing the sum so payable, and such com- 
pany, firm or association shall be deemed ta be the  
assessec in respect of such sum, for the purposes 
of Chapter TI. 

(5) Where tax bas been paid in respect of any nndistri- 
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 fihall be 
excluded in uomputing his tntal income of that 
year. ' ' 

Insertlo! of 
new section ZOA 

5. After sectioil 26 of the said Act the following section 
inhct XIof  shall be inse~ted,  namely : - 
1322. 

Procedure In 
re~~strat ion of 

" 268. (1) Application may be made to the Income-tax 
firms. Officer on behalf of any firm, constituted under an 

instrument of partnership specifying the individual 
I shares 
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@. . 
shares of the partners, for registration for the 
purposes of this Act and of any other enactment 

1 k- 
for the time being in force relating t o  income-tax 
or super-tax. 

(2) The application 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 iu 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 Amendmentof 
aeotion 28 A& 

shall be substituted, namely : - XI of ieei .  

" 28. (1) If the Income-tax Officer, the Assistant Corn-  ena at^ for 
concealment 

missioner or the Commissioner, in the courfie of any of lnoomo or 
improper 

proceedings under this Act, is satisfied that an diatributton 
UP profits. 

assessee has concealed the particulars of his income 
or has deliberately f~wnished inaccurate particulars 
of such income, and has thereby returned it below 
its real amount, he may direct that the assessee 
shall, in addition to the income-tax payable by him, 
pay (by 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 Commissiol~er 
or the Commissioner, in the course of any proceod- 
ings under this Act, is satisfied that the profits of 
a registered fium have been distributed otherwise 
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 hhereby 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 sun1 not 
exceeding the amount of income-tax which has 
been avoided, or would have been avoided if the 
income returoed by such pa~tnel- had been accepted 
as his correct income; and no refund or other adjust- I 

ruent shall be claimable by ally other partner by 
reason of such direction. 

(3) No 

5 
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(3) No order shall be made under sub-section (I) or ~ u b -  
section (2), unless the assessee or partner, as the 
case may be, has been heard, or has been given a 
reasonable opportanity of being heard. 

(4) No prosecutiou 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. 

(5) An Assistant Commissioner or a Commissicnsr, who 
has made an order under sub-section (I) or sub- 
section ' (Z), shall forthwith send a copy of the 
same to the Income-tax Officer." 

Insertion of 
new section 33A 7. After section 33 of the said Act the following section 
rn ActxI of shall be inserted, namely : - 
1922. 

" 338'. (I) Any person aggrieved by an order of an 
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 : 

Provided that, before making a reference to a Hoard of 
Referees, the Commissioner may, and at the request 

, 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) m e  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 made in any assess- 
ment already made. 

(5) The decision of n Board ul Referees shall not be 
subject to appeal to any Income-tax authority, 
and shall not be revised by the Commissioner in 
exercise of his powersinder section 33. 

(6) ik 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 nbn-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 peiiod of not less than ten 
years. 

(7) Subject to the provisions of sub-section (6),  the Cen- 
tral Board of Revenue may make rules regulating 
the formation, composition and procedure of Boards 
of Itef erees. " 

8. I n  section 45 of the said Act,-- Amendment ~eotlon 45 ot 

A C ~  XI oi'102a: 
1 

(a) after the words " notice of demand " the words and 4 
figures " under sub-section (4)' of section 28A or " 4 

1 
shall be inserted; and 

(b) after the word and figures " section 30" the words 
and figures " or under section 33A " shall be 
inserted. 

9. I n  section 52 of the said Act, after the word and figures Amendment oi 
aectlon 82, Ad " section 22 " the words and figures " or sub-section (2) of X I O ~  1022. 

section 2 6 8  " shall be inserted, and'after the word and figures 
" section 32 " the words and figures " or sub-section (2) of 
section 33A " shall be inserted. 

10. I n  sub-section (2) of section 54 of the said Aot, after ~~~,";;,n~$ 
the .first proviso the following proviso shall be inserted, XI a 1022. 
namely : - 

" Provided, further, that nothing in this section sh'all 
apply to the production by a public servant before 
a Court of any document, dgclaration or affidavit 

. filed, or the record of any statement or deposition 
made in a. proceeding under section 26A, or to the 



gmendmenf of 
section 66, dot 
XI of 1022. 
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' giving of eVide- by a public servant in respect 
thereof ." % w- 

2'l. 

11. I n  sub-section (2) @&&ion 6 $&# the said Act,- 

(a) after the word and !hgu~ps ''ggction 32 JJ,  the words 
and figures " or of a decision by a Board of 
~e fe rees  under section 3 3 8  j J  shall be inserted ; 
and 

(b) after the word " order ", in the second- and third 
olaces where i t  occurs, the words ' ' o r  decision " 
I 

shall be inserted. 


