© XI of 1022,

ACT No. VII or 1939,

[PassED BY THE INDIAN LEGISLATURE.]

(Received the assent of the Governor General on the 17th
Februgry, 1939.)

An Act further to amend the Indian Income~tax
Act, 1922.

HEREAS it is expedient further to amend
the Indian Income-tax Act, 1922, for the

purposes hereinafter appearing ; It is hereby enacted
as follows :—

1. () This Act may be called the Indian Income- gpes titie

00IMSN0s -

tax (Amendment) Act, 1939.

(2) This section and Part I shall come into force on
such date as the Central Government may, by notifi-
cation in the official Gazette, appoint, and Part II
shall come into force on such subsequent date, not later
than two years from the date appointed for the coming

“into force of Part I, as the Central Government

may, in like manner, appoint :
Provided that sub-clauses (i4t) and ($v) of clause (b)

of section 11 shall not take effect earlier than the lst
day of April, 1940.

Pant 1. ‘
2. In section 2 of the Tndian Income-tax Act, 1922 s mendmens of
(hereinafter referred to as the said Act),— ot g T

XI of 1922,

(a) in clause (3), before the word ¢ Assistant *’, in
both places where it ocours, the word *‘ Ap-
pellate *’ shall be inserted ;

{0) after clause (6) the following clause shall be
inserted, namely :—

““(6A4) *dividend ’ includes— ‘
"(a) any distribution by a company of ac-
cumulated profits, whether capitalised
or not, if such - distribution entails the
release

o L
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release by the company to its shareholders
of all or any part of the assets of the
company ;

(b) any distribution by a company of deben-
tures or debenture-stock, to the extent
to which the company possesses accumu-
lated profits, whether capitalised or not ;

(c) any distribution made to the shareholders
of a company out of acoumulated profits
of the company on the liquidation of the
company : ‘

Provided that only the accumulated profits
8o distributed which arose during the six
previous years of the company preced-
ing the date of liquidation shall be so
included ; and

{(d) any distribution by & company on the
reduction of its capital to the extent to
which the company possesses accumu-
lated profitse which arose after the end of
the previous year ending next before the
1st day of April, 1933, whether such
accumulated profits have been capitalised
or not :

Provided that ‘dividend’ does not include a.
distribution in respect of any share issued
for full cash consideration which is not
entitled in the event of liquidation to-
participate in the surplus assets,” when
such distribution is made in accordance.
with sub-clause (¢) or (d).

Explanation.—The words * acoumulated profits >
wherever they occur in this clause, shall
not include * capital profit °.’*;

(¢) existing clause (64) shall be re-numbered as.
clause (6B) and, in that clause, as so re-number-
ed, for the words and figures *the Indian
Contract Act, 1872;” the words and figures
““ the Indian Partnership Act, 1932 :*’ shall be

substituted,
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substituted, and the following words shall be
added, namely :—
¢ provided that the expression partner in-
cludes any person who being a minor has
been admitted to the benefits of partner-
ship; "
(d) after clause (6B), as so re-numbered, the follow-
ing clauses shall be inserted, namely :—
“(6C) ‘income’ includes anything included in
‘dividend ’ as defined in clause (64) and
anything which under Ewzplanation 2 to
sub-section (I) of section 7 is a profit received
in lieu of salary for the purposes of that
sub-section and any sum deemed to be
profits under the second proviso to clause
(vii) of sub-section (2) of section 10 and the
profits of any business of insurance carried
on by a mutual insurance company computed
in accordance with Rule 9 in the Schedule ;
(6D) ‘ Inspecting Assistant Commissioner > means
& person appointed to be an Inspecting
Assistant Commissioner of Income-tax under
section b 3’ ;
(e) in clause (9), after the word *‘ family’’ the words
¢ and a local authority’’ shall be mserted

-4 means”’ the following words
od,. namely —

the TOVISo to sub-clause (a) the following

provmo shall be substituted, namely :—

- “Provided that where an assessee has once
been assessed in respect of a particular
source of income, profits and gains, he

- shall not in respect of that source exercise
this option so as to vary the meaning of
the expression ‘ previous year’ as then
applicable to him except with the consent
of the Income-tax Officer and upon such
conditions as the Income-tax Officer may
think fit; or’’;

(#47) after
8
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(44%) after sub-clause (b) the following shall be
added, namely :— ’
111 OI‘
(c) where a business, profession or vocation
- has been newly set up in the financial
. year preceding the year for which the
assessment is to be made, the period
from the date of the setting up. of the
business, profession or vocation to the
31st day of March next following or
to the last day of the period deter.
mined under sub-clause (), or, if The
accounts of the assessee are made up to
some -other date than the 31lst day of
March and the case is not one for which
a period has been determined by the
Central Board of Revenue under sub-
clause (b), then, at the option of the
assesseo, the period from the date of the
setting up of the business, profession or
vocation to such other date :

Provided that when such other date does not

' fall between the setting up of the

business, profession or vocation and

the next following 31st day of March,

it shall be deemed that there is no
previous year ;.and

when the assessee is a partner in a firm, °pre-
vious year ’ in respect of his share of the
income, profits and gains of the firm
means the previous year as determined
for the assessment of the income, profits
and gains of the firm ; *’; and

(g) in clause (19), for the words *‘ from all sources
to which this Act applies ”’ the words, brackets
and figures “referred to in sub-section (I) of
seotion 4’ shall be substituted, for the word

, ond figures ““section 16 ** the words *“ this Act **
shall be substituted, and the following words
shall be added, namely :—

“stotal world income’ includes all income,
profits and gains wherever accruing or

arising
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arising except income to which, under the
provisions of sub-section (3) of section 4,
this Act does not apply ; and ”.

3. In section 3 of the said Act, the words * applicable Amendment.
to the total income of an assessee ”” shall be omitted ; Aet.amot
for the words “ all income, profits and gains " the
words “ the total income > shall be substituted, and
for the words  company, firm and other association
of individuals 7 the words ¢ company and local «
authority, and of every firm and other association
of persons or the partners of the firm or members
of the association individually ” shall be substituted.

4, In section 4 of the said Act,— A“‘&Z,‘ﬂ'feiié’ '
(a) for sub-sections (I) and (2) the following sub- X1of 19k,
sections shall be substituted, namely :—

‘(1) Subject to the provisions of this Act, the
total income of any previous year of any
person includes all income, profits and gains
from whatever source. derived which—

(a) are received or are deemed to be received
in British India in such year by or on
behalf of such person, or

{d) if such person is resident in British India

during such year,— '

~ (#) accrue or arise or are deemed to accrue

or arise to him in British India during
such year, or ;

- (#%). accrue or arise to him without British

India during such year, or

- (#4¢) having accrued or arisen to him with-

out British India before the beginning

‘of such year and after the 1st day of

April, 1933, are brought into or received

in British India by him during such

year ; or

{¢) if such person is not resident in British India
during such year, accrue or arise or are
deemed to accrue or arise to him in British -
India during such year :

Provided that there shall not be included in
any assessment for the year ending on the
31st day of March, 1940, both the amount of -

the

B

-

E 3
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the income, profits and gains referred to in
sub-clause (é¢) of clause (b) and the amount
of the income, profits and gains referred to .
in sub-clause (¢4%) of clause (b) but only the
greater of these two amounts :

Provided further that, in the case of a person
not ordinarily resident in British India,
income, profits and gains which accrue or
arise to him without British India shall not -
be so included unless they are derived from
a business controlled in or a profession or
vocation set up in India or unless they are
brought into or received in British India
by him during such year :

Provided further that if in any year the amount
of income accruing or arising without
British India exceeds the amount brought
into British India in that year, there shall
not be included in the assessment of
the income of that year so much of such
excess as does not exceed four thousand
five hundred rupees,

Ezplanation 1.—Income, profits and gains
accruing or arising without British India
shall not be deemed to be received in or
brought into British India within the
meaning of this sub-section by reason only
of the fact that they are taken into account
in a balance-sheet prepared in British
India.

Ezxplanation 2.—Income which would be
chargeable under the head Salaries’ if
payable in British India and not being
pension payable without India shall be
deemed to accrue or arise in British India
wherever paid if it is earned in British
Tudia.

Ezplanation 3—A dividend paid without
British India shall be deemed to be income
accruing and arising in British India to the
extent to which it has been paid out of pro-
fits subjected to income-tax in British
India.

(2) For
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(2) For the purposes of sub-section (I), where
a husband is not resident in British India,
remittances received by his wife resident in
British India out of any part of his in-
come which is not included in his total in-
come shall be deemed to be income accruing
in British India to the wife.””;

(b) in sub-section (3),—

(3) for the words “ This Act shall not apply to
the following classes of income ’ the words
‘¢ Any income, profits or gains falling within
the following classes shall not be included in
the total income of the person receiving
them ”* shall be substituted ;

{¢?) after clause (¢) the following clause shall be
inserted, namely :—

‘“ ({a) Any income derived from business
carried on on behalf of e religious or
charitable institution when the income is
applied solely to the purposes of the insti-
tution and—

{a) the business is carried on in the course of
the carrying out of & primary purpose of
the institution, or '

(b) the work in connection with the business
is mainly carried on by beneficiaries of
the institution.” ;

(¢4i) to clause (Zit) the following words shall be

" added, namely :— )

‘ except income from a trade or business carried
on by the authority so far as that income
is not income arising from the supply of a
commodity or service within its own
jurisdictional area ”’ ;

(¢v) in clause (iv), for the figures 1897 *’ the
figures “1925” shall be substituted ;

(v) clause (v) shall be omitted ; -~ - )

(vi) to the last paragraph the following words
shall be added, namely :(— -

‘, but nothing contained in clause (£), clause
(ta) or clause (s¢) shall operate to exempt
from the provisions of this Act that part

of

7.
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of the income of a private religious trust

‘whioh does not enure for the benefit of the
public”.

Jusertion of b. After section 4 of the said Act and in Chapfer ¥

new gection 8
4 Aand 4B the followi i i —
44snd 4Bl wing seotions shall be inserted, namely :

. ®
%izgm ;llla ‘ “4A. For the purposes of this Act—
(a) any individual is resident in British India
in any year if he— :
{s) is in British India in that year for a period
amounting in all to one hundred and
eighty-two days or more ; or
(it) maintaing or has maintained for him a
dwelling place in British India for a period
or periods amounting in all to one hundred
and eighty-two days or more in that year,
and is in British India for any time in
that year ; or
. (#¢) having within the four years preceding that
year been in British India for a period of
or for periods amounting in all to three
hundred and sixty-five days or more, is in
British India for any time in that year
otherwise than on an occasional or casual
visit ; :

(b) & Hindu undivided family, firm or otker
association of persons is resident in British
India unless the control and management
of its affairs is situated wholly without
British India ; and _

(¢) a company is resident in British India in
any year (a)if the control and management
of its affairs is situated wholly in British
India in that year, or (B) if its income aris-
ing in British India in that year exceeds
its income arising without British India
in that year.

Ordlnary 4B. For the purposes of this Act—

(a) an individual is ‘ not ordinarily resident’ in
British India in any year if he has not been
- resident in British India in nine out of the
ten years preceding thet ycar or if he has-

not-
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come-tax authorities for the purposes of this

6, namely :— ]

@) the Central Board of Revenue,

(6) Commissioners of Income-tax,

(c) Assistant Commissioners of Income-tax who
may be either Appellate Assistant Commis-
sioners of Income-tax or Inspecting Assistant
Commisgioners of Income-tax,

(d) Income-tax Officers,

(2) The Central Government may appointa Com-
missioner of Income-tax for any area specified
in the order of appointment, and may appoint
Commissioners of Income.tax, not more than
three in all, each to discharge, without
reference to area, and to the exclusion of any
Commissioner appointed for any area, the
functions of a Commissioner in respeot of any
oases or olasses of cases assigned to him by the
Central Board of Revenue, ‘

(3) The Central Government may appoint for any
area as many Appellate or Inspecting Assistant:
Commissioners of Income-tax and Income-tax
Officers as it thinks fit.

(4) Appellate Assistant Commissioners of Income-
tax shall be under the direct control of the Cen-
tral Board of Revenue and shall perform their
functions in respect of such persons or classes

of
9

) There shall be the following classes of Incometax
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of persons and of such incomes or classes of in-
come and in respect of such areas as the Central
Board of Revenue may direct, and, where two
or more Appellate Assistant Commissioners
have been appointed for the same area, in
acoordance with any orders which the Central
Board of Revenue may make for the dis-
tribution and allocation of the work to be -
performed,

(6) Inspecting Assistant Commissioners of Income-
tax and Income-tax Officers shall perform their
functions in respeot of such persons or classes of
persons and of such incomes or olasses of income
and in respect of such areas as the Commis-
sioner of Income-tax may direct, and, where
two or more Inspecting Assistant Commis-
sioners of Income-tax or Income-tax Officers
have been appointed for the same ares, in
accordance with any orders which the Com-
missioner of Income-tax may make for the
distribution and allocation of the work to be
performed. The Commissioner may, with the
previous approval of the Central Board of Re-
venue, by general or special order in writing,
direct that the powers conferred on the Income-
tax Officer and the Appellate Assistant Commis-
sioner by or under this Act shall, in respeot of
any specified case or class of cases, be exercised
by the Inspecting Assistant Commissioner and
the Commissioner, respectively, and, for the
purposes of any case in respect of which such
order applies, references in this Act or in any
rules made hereunder to the Income-tax Officer

~and the Appellate Assistant Commissioner
shall be deemed to be references to the Inspect-
ing Assistant Commissioner and the Commis-
sioner, respectively.

(6) The Central Board of Revenue may, by notifica-
tion in the official Gazette, empower Commis.
sioners of Income-tax, Appellate or Inspeoting
Assistant Commissioners of Income-tax and
Income-tax Officers to perform such functions
in respeot of such classes of persons or such

' : classeg
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classes of income and for such area as may be
specified in the notification, and thereupon the
functions so specified shall cease within the
specified area to be performed in respect o
the specified classes of persons or classes of
income by the other authorities appointed
under sub-sections (2) and (3).

(7) Assistant Commissioners of Income-tax and

Inocome-tax Officers shall, for the purposes of
this Act, be subordinate to the Commissioner
of Income.tax for the area in which they
perform their functions, or where they perform
funotions assigned to them by a Commis-
sioner of Income-tax appointed without
reference to area, to that Commissioner,

(8) All officers and persons employed in the e;recu-

tion of this Aot shall observe and follow the
orders, instructions and directions of the Cen-
tral Board of Revenue :

Provided that no such orders, instructions or direc-

tions shall be given so as to interfere with the
discretion of the Appellate Assistant Commis-
sioner in the exercise of his appellate
functions.”

7. In section 6 of the said Act, for clauses (i¢%), ({v), Amendment of
ot

(v) and (vi) the following clauses shall be substituted, Xt o%‘i&g,

namely :—
“ (43t) Income from property.

(+9) Profits and gains of business, profession or
vocation. ‘

(%) Income from other sources.”

of the Crown”’ the words *‘ which are due to
him from, whether paid or not, or are paid by
or on behalf of, the Crown*’ shall be substi-
tuted ; -

(¢) for
11

soction

A
() the words “ received by him ** shall be omitted ; XX of 1042. y
(b) for the words “ which are paid by or on behalf )

8. In sub-section (I) of section 7 of the said Act,— Amendment of

¥, Ao
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(¢) for the words ‘“ by or on behalf of any private
employer *’ the following words.shall be substi-
tuted, namely :— *

** any private employer ; and for the purposes
of this sub-section advances by way of loan
or otherwise of income chargeable under
this head shall be deemed to be salary due
on the date when the advance is received :

Provided that the tax shall not be payable
in respect of any sum which the assessee
by the conditions of his employment is
required to spend out of his remuneration
wholly, pecessarily and exclusively in the
performance of his duties:” ;

(d) in the existing proviso after the word “ Pro-
vided *’ the word *“ further " shall be inserted ;

(e) after the proviso the following further proviso
shall be inserted, namely :—

¢« Provided further that where tax is deductible
at the source under section 18, the assessee
shall not be called wpon to pay the tax
himself uniess he has received the salary
without such deduotion.”;

and :

(f) the existing Explanation shall be numbered
Eaplanation. 1, and after that Explanation, the
following Explaration shall be added, namely :-—

** Explanation 2—A payment due to or received
by an assessee from an employer or former
employer or from a jprovident or other fund
at or in connection with the termination
of his employment, whether or not the
employment is then terminated or to be
terminated, is to the extent to which
it does not consist of contributions by the
aggessee or inlerest on such contributions
a profit received in lieu of salary for the
purposes  of thig sub.section, unless the
payment is made solely as compensation

_ forloss of employment and not by way of
~ remuneration for past services:

Provided
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Provided that nothing herein contained shall ren-

der liable to income-tax any payment from
- pr'ovident fund to which the Provident
Funds Act, 1925, applies, or any payment
from a recognised provident fund within the
meaning of Chapter IXA if such payment
is exempted from payment of income-tax
under the provisions of Chapter IXA,
or any payment from an approved super-
annuation fund within the meaning of
Chapter IXB made on the death of a
beneficiary or in lieu of or in commutation
of an annuity, or by way of refund of
contributions on the death of a beneficiary
or on his leaving the employment in con-
nection with which the fund is established.””

section

borrowed for the purpose of investment in the
seourities by the assessee except interest
chargeable under this Act which is payable
without British India, not being interest
on a loan issued for public subscription
before the 1st day of April, 1938, unless in res-
pect of interest which is so chargeable tax has
been paid or deducted under section 18, or un-
less there is a person in British India who may
be appointed an agent under rection 43 in
respect of such interest .

(%) for the words ‘‘ under the head * Property *"’
the words * under the head °Income from
Property ’ ”’ shall be substituted, and for the
words ‘‘ his business ”’ the words ‘‘ any busi-
ness, profession. or voocation carried on by
him the profits of which are assessable to
tax "’ shall be substituted ;

{¢8) for clause (¢v) the foilowing clause shall be

substituted, namely :—
“(3v) where the property is subject to a
mortgage or other capital charge, the
amount

13

XIo

¥

{19

*

9. In section 8 of the said Act, to the first proviso Amendment ot
the following shall be added, namely :—
“ or inrespect of any interest payable on money

8, Aot
22,

Amendment of.
sectioa 9, .
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amount of any interest on such mortgage -
or charge ; where the property is sub-
ject to an annual charge not being & capitak
charge, the amount of such charges 3
where the property is subject to a ground '
rent, the amount of such ground rent;.
and where the property has been acquired,.
; constructed, repaired, renewed or recon-
structed with borrowed capital, the
i amount of any interest payable on such
capital :

Provided that no allowance shall be made im
respect of any interest or annual
charge payable without British India

- and ochargeable under this Act, not
being interest on a loan issued for public
subscription before the lst day of April,
1938, except interest or a ocharge
on which tax has been paid or from
which tax has been deducted wunder
section 18 or in respect of which there
is an agent for the payee in British India

_ ‘who may be assessed under section 43 ; »* ;

(43%) for olause (vi¢) the following clause shall be
substituted, namely :— )

“ (vit) in respect of vacancies, that part of the
net annual value, after deducting the
foregoing allowances, which is propor-
tional to the period during which the pro.
perty is wholly unoccupied or, where the
property is let out in parts, that portion of
the net annual value, after deducting the
foregoing allowances appropriate to any
vaocant part, which is proportional to the
period during which such partis wholly
unoccupied ; 7 ; ,

{fv) the proviso shall be omitted ; *

(b) after sub-section (2) the following sub-sectiom
shall be added, namely :— '

*(3) Where property is owned by two or more
. persons and their respective shares are de-
' finite and ascertainable, such persons shalk

not
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not in respect of such property be assessed
as an association of persons, but the share
of each such person in the income from the
property as computed in accordance with
this section shall be included in his total
income.”

11, In section 10 of the said Act,— Amendient of

i i ’ : Aot XI of
(@) in sub-section (1), for the word * Business ", jpgg,

where it first occurs, the words ‘‘ Profits and - .
gains of business, profession or vocation ** shall

be substituted, and for the word ‘‘ business ",

in all other places where it occurs throughout ¢
the section, the words. ‘‘ business, profession

or vocation ” shall be substituted ;

shall be made inm
rest Or annual
i British India
this Act, not
issued for publie
Ist day of April,
or & charge
en paid or from
deducted under
+ of which there
 in British India
T section 43 ; ' ;
ag clause shall be

(b) in sub-section (2),—

() in clause (¢), for the words ° proportional
part ”’ the words  proportional annual
value of the part >’ shall be substituted ;

(14

(%) in clause (4¢¢), the words ‘‘ where the payment
of interest thereon is not in any way de-
pendent on the earning of profits ’ shall be
omitted ; and to the clause the following pro-
viso shall be added, namely :—

T

, that part of the

deducting the-
hich is propor-
g which the pro-
ed or, where the:
8, that portion of’
ter deducting the
ropriate to any
iportional to the
th part is wholly

‘*“ Provided that no allowance shall be made
under this clause in any ocase for any -
interest chargeable under this Aect which
is payable without British India,
not being interest on a loan issued for
public subscription before the 1st day
of  April, 1938, except interest
on which tax has been paid or from
which tax has been deducted under
section 18 or in respect of which there is an
agent in British India who may be assessed
under section 43 or, in the case of a firm,
for any interest peid to a partner of the
firm ; ” ;

(#¢%) in olause (vi),—

(a) forthe words ‘ original cost thereof to the
assessee ”* the words “ written down value W
thereof ” shall be substituted ;

3 P

wing sub-section

by two or more
‘¢ shares are de-
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not. (b) in
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(b) in clause (b) of the proviso, after the words
“in any year” the words and figures
“not being a year which ended prior to
the Ist day of April, 1939,” shall be

. inserted ;
{iv) for clause (viz) the following clause shall be
substituted, namely :— ’

*‘ (vit) in respect of any machinery or plant which
has been sold or discarded, the amount by
which the written down value of the
machinery or plant exceeds the amount
for which the machinery or plant is
actually sold or its scrap value:

«  Provided that such amount is actually written
off in the books of the assessee :

Provided further that where the amount for
which any such machinery or plant is
sold exceeds the written down value, the
excess shall be deemed to be profits of
the previous year in which the sale took
place ; ;

{v) clauses (vita), (viti) and (vitie) shall be re.
numbered, respectively, clause (viif), clause
(¢z) and clause (x), and in clause (¢) of the
proviso to the clause re-numbered clause
(z), for the word ‘ businesses ”’ the words
‘¢ businesses, professions or vocations >’ shall
be substituted ;

vé) after clause (2), as re-numbered by this Act,
the following clause shall be inserted, name-
ly -—

“ (wi) whon the assessee’s accounts in vespect of
any part of his business, profession or voca.
tion are not kept on the cash basis, such
sum, in respect of bad and doubtful debts,
due to the assgysee in respect of that
part of his business, profession or vooation
and in the case of an  assessee carrying
on & banking or money-lending business,
guch sum in respect of loans made in
the ordinary course of such business as

the
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the Income-tax Officer may estimate to
be irrecoverable but not exceeding the
amount actually written off as irrecover-
able in -the books of the assessee :

Provided that if the amount ultimately recovered
on any such debt or loan is greater than the
difference between the whole debt or loan
and the amount so allowed, the excess
shall be deemed to be a profit of the year
in which it is recovered, and if less, the
deficiency shall be Jeemed to be a
business expense of that year ;' ;

(vii) existing clause (iz) shall be re-numbered
(wiz), and in that clause, for the brackets
and words ‘‘ (not being in the nature of
capital expenditure) incurred solely for the
purpose of earning such profits or gains®
the braclets and words ““ (not being in the.
nature of capital expenditure or personal
expenses of the assessee) laid out or ex-
pended wholly and exclusively for the pur-
pose of such business, profession or voca-
tion ” shall be substituted and the proviso
at the end of that clause shall be omitted ;

(c) for sub-section (3) the fullowing sub-sections
shall be substituted, namely :—

** (3) Where any building, machinery, plant or
furniture in respect of which any allowance
is due under clause (i), clause (v), clause

" (vz) or clause (vit) of sub-section (2) is not
wholly used for the purposes of the busmess,
profession or vocation, the allowance shall
be restricted to the fair proportional part
of the amount which would be allowable if
such building, machinery, plant or furniture
was wholly so used.

(4) Nothing in clause (ix) or clause (xif) of sub-
section (2) shall be deemed to authorise the
allowance of any sum paid on account of any
cess, rate or tax levied on the profits or
gains of any business, profession or vocation
or assessed at a proportion of or otherwise on

the .
- 17
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the basis of any such profits or' gainsg ; and
nothing in clause (x1f) of sub-section (2)
shall be deemed to authorise—

(a) any allowance in respect of a payment which
is chargeable under the head ¢ Salaries * if
it is payable without British India and
tax has not been paid thereon nor deducted
therefrom under section 18 ; or

{b) any allowance in respect of any payment by
way of interest, salary, commission or
remuneration made by a firm to any part-
ner of the firm ; or

{¢) any allowance in respect of a payment to
a provident or other fund established for
the benefit of employees unless the em-
ployer has made effective arrangements
to secure that tax shall be deducted at
source from any payments made from
the fund which are taxable under the
head ° Salaries .

{5) In sub-section (2), ‘paid’ means actually
paid or incurred according to the method of
accounting upon the basis of which the
profits or gains are computed under this
section ; ‘plant > includes vehicles, books,
scientific apparatus and surgical equipment
purchased for the purposes of the business,
profession or vocation ; and * written down
value ’ means— )

a) in the case of assets acquired in the previous
p
year, the actual cost to the assessee ;

(b) in the case of assets acquired before the pre-
vious year but after the commencement
of the Indian Income-tax (Amendment)
Act, 1939, the actual cost to the assessee
less all depreciation allowable to him
under this section ;

the case of assets acquired before the
commencement of the Indian Income-tax
(Amendment) Act, 1939, the actual -cost
to the assessee less for each financial year

singe
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since acquisition the amount of deprecia-
tion applicable to the assets at the rates
in force for each such year since the lst
day of April, 1922, and at the rates in force
on the lst day of April, 1922 for each
such year prior to that date :

Provided that where the provisions of the pro-

vigo to sub-section (2) of section 26 are
applicable, the actual cost to the assessee
referred to in clauses {(a), (b) and (c) shall
be the actual cost to the person suceeeded
in the business, profession or vocation :

Provided further that there shall not be so de-

46) A

ducted from the actual cost any deprecia-
tion allowance or part of any depreciation
allowance which was due for a year which
ended prior to the lst day of April, 1939,
but to which full effect was not given
owing to the absence of profits or gains
chargeable for that year, or owing to the
profits or gains so chargeable being less
than the allowance,

trade, professional or similar assooiation per-
forming specific services forits members
for remuneration definitely related to those
services shall be deemed for the purpose
of this section to carry on business in
respect of those services, and the profits and
gains therefrom shall be . liable to tax
accordingly.

{7) thwithstanding anything to the cbntrary con-

tained in section 8, 9, 10, 12 or 18, the profits
and gains of any business of insurance and the
tax payable tbereon shall be computed in
accordance with the rules contained in the
Schedule to this-Act.”

12, Section 11 of the said Act shall be omitted.

13. In section 12 of the said Act,—

{a) in sub-section (1), for the words “ Other sources
the words ‘‘Income from other sources'’
shall be substituted, and for the words ““ and

from
19
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from every source to which this Act applies *
the words “ which may be included in his
total income *’ shall be substituted ;

(b) in sub-section (2), for the words * provided

that no allowance shall be made on account of’
any personal expenses of the assessee ” the-
following shall be substituted, namely :—

“ provided that no allowance shall be made on:

account of—

(a) eny personal expenses of the assessee, or

(b) any interest chargeable under this Act
whioch is payable without British India,.
not being interest on a loan issued for
public subscription before the 1st day of
April, 1938, or not being interest on which
tax has been paid or from which tax has
been deducted under section 18, or

(¢) any payment which is chargeable under the-
head © Salaries ’, if it is payable without.
British India and tax has not been paid
thereon nor deducted therefrom under
section 18.”;

(¢) after sub-section (2) the following sub-section.

shall ‘be added, namely :—

“(3) Where an assessee lets on hire- machinery,

plant or furniture belonging to him, he shall
be entitled to allowances in accordance:
with the provisions of clauses (i), (v), (vi)
and (vi4) of sub-section (2) of section 10.”

14. After section 12 of the said Act the following,

section shall be inserted, namely :—

“12A. Where a managing agent of a company is

liable under an agreement made for adequate
consideration to share managing agency com.
naission with a third party or parties, the
said agent and the said party or parties shall
file a declaration showing the proportion
in which such commission is shared between
them, and on proof to the satisfaction of the
Income-tax Officer of the facts contained in
such declaration such agent and cach such

party
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party shall be chargeable only on the share
to which such agent or party is entitled
under the agreement, **

15. In section 13 of the said Act, the figures * 11
ghall be omitted.

18. For sub-section (2) of section 14 of the said
Act the following sub-section shall be substituted,
mamely :—

“ (2) The tax shall not be payable by an assessee—

(a) if a partner of an unregistered firm, in res.
pect of any portion of his share in the pro-
fits and gains of the firm computed
in the manner laid down in clause (b) of
sub-section () of section 16 on which the
tax has already been paid by the firm ; or

(b) if a member of an association of persons other
than a Hindu undivided family, a company
or a firm, in respect of any portion of the

. amount which he is entitled to receive from
the association on which the tax has already
been paid by the association.”

17. In section 15 of the said Act,—

{a) in sub-section (I), for the figures “ 1897 *’ the
figures ‘“ 1925 *’ shall be substituted, and for
the words “ by an assessee in respect of any
sums paid by him to effect an insurance on
his own life or on the life of his wife, or in
respect of a contract for a deferred annuity
on his own life or on the life of his wife*’
the words * in respect of any sums paid by
an assessee to effect an insurance on the life
of the assessee or on the life of a wife or
husband of the assessee or in respect of a
contract for a deferred annuity on the life of
the assessee or on the life of a wife or hus-
band of the assessee *’ shall be substituted ;

{b) in sub-section (3), for the word ¢ proviso’’ the

.words ‘“second proviso ” shall be substituted,
and for the words one-sixth of the total

inoome
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income of the assessee ”’ the following words
shall be substituted, namely :—

“in the case of an individual, one-sixth of
the total income of the agsessee, or six
thousand rupees, whichever is less, and
in the case of a Hindu undivided
family, one-sixth of the total income of
the assessee, or twelve thousand rupees,

whichever is less . .

A mendment of 18. In section 16 of the said Act,—

Coh
? ) (a) for sub-sections (I) and (2) the following sub-
: sections shall be substituted, namely :—

(Z) In computing the total income of an

asgessee—

(¢) any sums exempted under the second pro-
viso to sub-section (I) of section 7, the
second and third provisces to section 8,
sub-section (2) of section 14 and section
15 shall be included ;

(b) when the assessee is a partner of a firm,
then, whether the firm has made a profit or
a loss, his share (whether a net profit or
a net loss) shall be taken to be any salary,
interest, commission or other remunera-
tion payable to him by the firm in res-
pect of the previous year increased or
decreased fespectively by his share in the
balance of the profit or loss of the firm
after the deduction of any interest, salary,
commission or other remuneration payable
to any partner in respeot of the previous
year:

Provided that if his share so computed is a loss,
such loss may be set off or carried forward
and set off in accordance with the provi-
sions of section 24 ;

(¢) all income arising to any person by virtue
of a settlement or disposition whether
revocable or not, and whether effected
before or after the commencement of the
Indian Income-tax (Amendment) Act,
- 1939
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1939, from assets remaining the property
of the settlor or disponer shall be
deemed to be income of the settlor or
disponer, and all income arfsing to any
person by virtue of a revocable transfer
of assets shall be deemed to be income of
+the transferor :

Provided that for the purposes of this clause a

settlement, disposition or transfer shall be
deemed to be revocable if it contains
any provision for the retransfer directly or
indirectly of the income or asscts to the
settlor, disponer or transferor. or in any
way gives the settlor, disponer or trans-
feror a right to reassume power directly
or indirectly over the income or assets :

Provided further that the expression ‘settle-

ment or disposition ’ shall for the purposes
of this clause include any disposition,
trust, covenant, agreement, or arrange-
ment, and the expression ‘settlor or
disponer’ in relation to a settlement or
disposition shall include any person by
whom the settlement or disposition was
made :

Provided further that this clause shall not

apply to any income arising to any person
by virtue of a settlement or disposition
which is not revocable for a period ex-
ceeding six years or during the lifetime
of the person and from which income
the settlor or disponer derives no direct
or indirect benefit but that the settlor
shall be liable to be assessed on the said
income as and when the power to revoke
arises to him.

(2) For the purposes of inclusion in the total

income of an assessee any dividend shall be
deemed to be income of the previous
year in which it is paid, credited or
distributed or deemed to have been
paid, credited or distributed to him

and
23
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and shall be increased by the amount
of income-fax (but not super-tax)
payable thereon calculated a6t the rate
- applicable to the total income of a com-
pany for the financial year in which  the
dividend is paid, credited or distributed or

deemed to have been paid, credited or dis-
tributed ;

Provided that when any portion of the profits
and gains of the company out of which such
dividend has been paid, credited or
distributed or deemcd to have been paid,
credited or distributed was not liable to
income-tax in the hands of the company,
the income-tax to be added under this sec-
tion shall be calculated upon only such
proportion of  the dividend as the
amount of the profits and gains of the com.
pany liable to income-tax bears to the total
profits and gains of the company.”;

’

(b) in sub-clause (iv) of clause (#) of sub-sec-

tion (3), after the words “by such indi-
vidual ” the words “ otherwise than for ade-
quate consideration ** shall be inserted ;

{¢) in clause (b) of sub-section (3), for the words

‘“ association of individuals’’ the words ‘ person
or association of persons "’ shall be substituted,
the words “ consisting of such individual and
his wife *’ shall be omitted, for the words * to
the association ’’ the words * otherwise than
for adequate consideration to the person or

- agsociation ” shall be substituted, and to

the clause the words ‘ for the benefit of his
wife or a minor child or both »’ shall be added.

19. For section 17 of the said Act the following sec- ‘
tion shall be substituted, namely :i—

¢ 17. (I) Where a person is not resident in British

India, andis & British subject as defined in
section 17 of the British Nationality and
Status of Aliens - Act, 1914, or a subject of a
State in India or Burma, the tax, including

super-tax..
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super-tax, payable by him or on his behalf on
his total income shall be an amount bearing to
the total amount of the tax including super-
ftax which would have been payable on his
total world income had it been his total in-
come the same proportion as his total income
bears to his total world income ; and in the
case of any other non-resident persom, the
income-tax payable by him or on his behalf on
his total income shall ha.at the maximum rate
and the super-tax payable thereon shall be
an amount bearing to the total amount of
super-tax which would have been payable on
his total world income had it been his
total income the same proportion as his
total income bears to his total world income.
{2) Where there is included in the total income
of any assessee any income (including income
from a share in an unregistered firm, if assessed
as such) exempted from tax by or under the
provisions of this Act, the income-tax ex-
cluding super-fax payable by the assessee
shall be an amount bearing to the total
amount of the income-tax excluding super-
tax which would have been payable on the
total income had no part of it been exempt-
ed the same proportion as the unexempted
portion of the total income bears to the total

l by the amount

not  super-tax)
wted at the rate
income of a com-
r in which the
or distributed or
1, credited or dis-

on of the profits
out of which such
id, credited or
have been paid,
a8 not liable to
if the company; .
«d under this sec- '
upon only such

vidend ,a8  the

gains of the com.

bears to the total

ympany,’’ ;

(@) of sub-sec-
‘by such indi-
se than for ade-
inserted ; '

}, for the words
e words ‘‘ person
| be substituted,

1 individual and income.”

the words  to 20. In section 18 of the said Act,— " Amendmenb of
“ otherwise than - (@) in sub-section (2), for the words *“ but not super- ~"£“i“8‘:‘ 118%:.3 b
' the person or tax ” the words ‘“and ‘super-tax ” shall be

ituted, and to substituted, and for the words ‘‘ at the rate

1e benefit of his applicable to the estimated income of the

shall be added, assessee under this head ” the words * at a
- rate representing the average of the
rates applicable to the estimated total income
. of the assessee under this head *’ shall be sub-
stituted ; .
(b) after sub-section (24) the following sub-section
shall be inserted, namely :—
“(2B) Any person responsible for paying any
income chargeable under the head ¢ Salaries -
' to
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to a person not resident in British India
shall at the time of payment deduct income
tax at the maximum rate and also super-
tax at the rate or rates applicable to the
estimated income of the assessee under this
head. ™ ;

{¢) in the proviso to sub-section (3), after the words
* the total income *’ the words ‘‘ or the total
world income ’ shall be inserted and for the
words ‘‘ herein referred to >’ the words,
brackets, figure and letter ‘‘ referred to in this
sub-section or in sub-section (2B), as the case
may be, ”’ shall be substituted ;

(d) after sub-section (3) the following sub-section
shall be inserted, namely :—

“(34) Any person responsible for paying to
a person not resident in British India any
interest not being ‘ Interest on Securities ’,
‘or any other sum chargeable under the pro-
visions of this Act, shall, at the time of
payment, unless he is himself liable to pay
income-tax thereon as an agent, deduct
income-tax at the maximum rate.” ;

() existing sub-sections (34), (3B), (3C) and
(3D) shall be re-numbered, respectively, (3B),
(3C), (3D) and (3E);

(f) in sub-section (3B), as re-numbered by this
Act, for the words ‘‘ total income ’’, in both
places where they occur, the words “ total
world income » shall be substituted ; after
the words * Interest on Securities” the
words ““ or any other sum chargeable under
this Act® shall be inserted ; for the words

~  ‘“ paying such interest >’ the words * making

such payments ” shall be substituted ; and the
words “‘ income-tax and ’’ shall be omitted ;

{g) in sub-section (3C), as re-numbered by this
Act, after the words “ Interest on Securities
the words “ or any other sum chargeable un-
der this Act *’ shall be inserted ; for the words
““ pays to that person in any year an amount of

# such interest ’ the words ‘‘ makes to that

person

e

/s
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person in any year payments ’ shall be snb-
stituted ; for the words “ paying such interest
the words ‘‘ making such payments >’ shall be
substituted ; for the word, brackets, figure
and letter ‘‘sub-section (34)”’ -the word,
brackets, figure and letter ‘ sub-section (3B) ”
shall be substituted ; the words * income-tax
on the total amount of such interest at the
rate appropriate to such total, and * shall be
omitted ; and for the words ‘“ such total *’
the words ‘‘ the total amount of such pay-
ments ”’ shall be substituted ;

(i)m sub-section (3D), as re-numbered by this Act.

for the words ‘‘total income ” the words
‘“ total world income *’ shall be substituted ;

(¥) in sub-section (3E), as re-numbered by this

Act, for the word, brackets, figure and letter
“ sub-section (3C) > the word, brackets, figure
and letter ‘‘ sub-section (3D) ” shall be sub-
stituted ;

(7) in sub-section (), after the word *‘ section ™

the words, brackets and figures ** and any sum
by which a dividend has been increased under
sub-section (2) of section 16"’ shall be
inserted, after the word ‘ security ” the
words ‘“or of the shareholder” shall be
inserted, and in the second proviso to the said
sub-section,—

(z) for the words, figures and brackets ‘‘ sub-

section (3) of section 16 ” the words, letters,
figures and brackets ‘‘ clause (c) of sub-section
(1) or sub-section (3) of section 18, section
44D or section 44K’ shall be substituted ;
and

> the words

“such other person ” shall be substituted ;

(k) in sub-section (7), for the words “ and pay

the words ““ or after deducting fails to pay >’
shall be substituted ; and for- the word
“ he ”, where it first occurs, the words,
brackets, figures and letters *“ he, and in the

cases
27,
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cages specified in sub-sections (3D) and (3E)
the company of which he is the principal
officer ”’ shall be substituted, and for the
word “ he’’, where it occurs for the second
time, the words *‘ he or it ’’ shall be substi-
tuted ;

(1) in sub-section (9), for the words * at the time of
payment of interest or dividends’ the words
““at the time of payment of the sum from
which tax has been deducted’ shall be
substituted, and for the word, brackets, figure
and letter “or (3D)” the word, brackets,
figures and letters “ (3D) or (3E) ” shall be
substituted.

Substitution of RL. For section 19 of the said Act the following

new section for . .
gﬁnoul 19, Act Section shall be substituted, namely :(—
ol 1922,

Payment In 19, In the case of income in respect of which

other cases. provision is not made under section 18 for
deduction of income-tax at the time of
payment, and in any case where income-tax
has not been deducted in accordance with: the
provisions of section 18, income-tax shall be
payable by the assessee direct.”

BAmﬁnd:g%ut of 29 In seotion 20A of the said Act, for the words
8e0L10. .
Act Xlof  « one thousand ”’ the words ‘‘ four hundred > shall be

) substituted, -
Amendment of 93. In section 21 of the said Act,—

Beotlon 21, Ao_t

X1 of 1922, (@) after the words *““in the prescribed form *’ the

words ““and verified in the . prescribed
manner ’ shall be inserted ;

(b) in clause (a), after the word * received *’ the
words “ or to whom was due’ shall be in.
. merted ;

(c) in clause (b), after the word * received ™ the
words “ or so due ”’ shall be inserted, and after
the word “ paid ” the words ““or due, as the
case may be ”’ shall be added ;

(d) in clause (c), after the word ‘‘income-tax ** the
words * and super-tax ”> shall be inserted.

24. In
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is the principal 24. In section 22 of the said Act,— et ot
ited, and for the ) ) . XIofloe2g.
s for the second (a) for sub-section (I) the following sub-section e

2

ghall be substi-

1s ¢ at the time of
dends ”’ the words
f the sum from
ucted ”” shall be
d, brackets, figure

word, brackets,
r (3E)” shall be

\ct the following

respect ‘of which
ler section 18 for
at the time of
where income-tax
cordance with the
some-tax shall be
set,”’

t, for the words
ndred *’ shall be

ribed form *’ the
the  prescribed

2

“recsived *’' the
e” ghall be in-

“received ” the

shall be substituted, namely :—

(1) The Income-tax Officer shall, on or before

the 1st day of May in each year, give notice,
by publication in the press and by publi-
cation in the prescribed manner, requiring
every person whose total income during the
previous year exceeded the maximum amount
which is not chargeable to income-tax to
furnish, within such period not being less
than sixty days as may be specified in the
notice, a return, in the prescribed form and
verified in the prescribed manner, setting forth
(along with such other particulars as may be
required by the notice) his total income and
total world income during that year :

Provided that the Income-tax Officer may in his

discretion extend the date for the delivery
of the return in the case of any person or
class of persons,” ;

«(b) in sub-section (2), the words ‘‘other than a

company *’ shall be omitted, and for the words
“ ghall serve ” the words ‘‘may serve ”’ shall
be substituted, and after the words ‘ his
total income ” the words “ and total world
income ” shall be inserted ; and to the said
sub-section the  following proviso shall be
added ; namely :—

“ Provided that the Income-tax Officer may in’

his discretion extend $he date for the
delivery of the return.”’;

(¢) in sub-section (3), the words *‘ and any return se

made shall be deemed to be areturn made in

erted, and after due time under this section >’ shall be omitted ; -
“or due, as the (d) in sub-section (4), the words ‘“on the
principal officer of any company or” shall
1come-tax ** the be omitted ; and after the words “op any
se inserted. person »’ the words ¢ who has made a return -
under sub-section (I) or *’ shall be inserted ; :

24. In

and
(e) after
24
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(e) after sub-section (4) the following sub-section
shall be added, namely :—

“ (5) The prescribed form of the returns referred
to in sub-sections (7) and (2) shall, in the case
of an assessee engaged in any business,
profession or vocation, require him to fur-
nish particulars of the location and style of
tlie principal place wherein he carries on the
business, profession or vocation and of any
branches thereof, the names and addresses of
his partners, if any, in such business, pro-
fession or vocation and the -extent of the
share of the assessee and the shares of all
such partners in the profits of the business,
profession or vocation and any branches
thereof.”

23, In section 23 of the said Act,—

(a) in sub-section (I), after the word *‘satisfied >’
the words ‘‘ without requiring the presence of
the assessee or the production by him of any
evidence ’* shall be inserted ;

(b) in sub-section (2), for the words and figure
“has reason to believe that a return made
under section 22 is incorrect or incomplete,
he shall serve on the person who made the
return’ the words and figure ‘“is not satisfied
without requiring the presence of the person
who made the return or the production of
evidence that a return made under section 22
is correct and complete, he shall serve on such
person ”’ shall be substituted ;

(¢) in sub-section (4),—

(¢) for the words beginning ‘“If the principal
officer ”’ and ending ‘‘ as the case may be
the words, brackets and figures “If any
person fails to make the return required
by any notice given under sub-section (2)
of section 22 and has not made a return or
a revised return under sub-section (3) of
the same section’’ shall be substituted ;

(¢3) after
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wing sub-section (i3) after the word ‘‘ judgment”’ the words ““ and Y
determine the sum payable by the assessee on
the basis of such assessment ’ shall be insert-
ed ;

(##1) for the words * in the case of a registered
firm, may cancel its registration *’ the words .~
““in the case of a firm, may refuse to register
it or may cancel its registration if it is al-
ready registered »’ shall be substituted ;

e returns referred
shall, in the case
1 any business,
uire him to fur-
don and style of
he carries on the
tion and of any
and addresses of
h business, pro-
> extent of the
he shares of all
of the business,
any branches

(d) after sub-section (4) the following sub-section
shall be added, namely :— ~

“ (6) Notwithstanding anything contained in the

foregoing sub-sections, when the assessee is

. a firm and the total income of the firm has

been assessed under sub-section (I), sub-
section (3) or sub-section (4), as the case may
be,—

(a) in the case of a registered firm, the sum :
payable by the firm itself shall not be -
determined but the total income of
each partner of the firm, including
therein his share of its income, profits
and gains of the previous year, shall be
assessed and, the sum payable by him on
the basis of such assessment shall be
determined :

Provided that if such share of any partner is
a loss it shall be set off against his
other income or carried forward
and set off in accordance with the provi-
sions of section 24 : i

Provided further that when any of such partners
is a person not resident in British India,
his share of the income, profits and gains
of the firm shall be assessed on the firm
at the rates which would be applicable if
it were assessed on him personally, and
the sum so determined as payable shall be
paid by the firm ; and

{b) in the case of an unregistered firm, the
Income-tax Officer may instead of deter-
mining the sum payable by the firm

itsel f
81
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itself proceed in the manner laid down in
clause (z) as applicable to a registered
firm, if, in his opinion, the aggregate
amount of the tax including super-tax, if
any, payable by the partners under such
procedure would be greater than the aggre.
gate amount which would be payable by
the firm and the partners individually if
the firm were assessed as an unregistered
firm. ”

,‘fe‘:,f’k’,‘fﬂ‘;’ff of 26. In section 23A of the said Act,—

Pome (a) sub-section (I) shall be omitted ;

(b) sub-section (2) shall be re-numbered sub-gection
Ve (1), and—
(¢) for the portion of the said sub-section pre-
ceding the proviso the following shall be
/ substituted, namely :—

Powor o vl "~ " (1) Where the Income-tax Officer is satisfied

i) mombers that in respect of any previous year the
panfes, profits and gains distributed as dividends
by any company up to the end of the sixth
month after its accounts for that previous
year are laid before the company in general
meeting increased by any income-tax pay-
able thereon are less than sixty per cent. of
the assessable income of the company of
that previous year, he shall, unless he is
satisfied that having regard to losses
incurred by the company in earlier years
or to the smallness of the profit made, the
. payment of a dividend or a larger divi-
dend than that declared would be un-
reasonable, make. with the provious ap-
proval of the Inspecting Assistant Com.
missioner an order in writing that the
undistributed portion of the assessable
income of the company of that previous
vear a8 computed for income-tax
purposes shall be deemed to have been
distributed as dividends amongst the
shareholders as at the date of the general
meeting aforesaid, and thereupon the
proportionate
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proportionate share thereof of eack
shareholder shall be included in the total
income of such shareholder for the
purpose of assessing his total income :

Provided that when the reserves representing

accumulations of past profits which have
not been the subject of an order under
this sub-section exceed the paid up
capital of the company, together with any
loan capital which is the property of the
gshareholders, or the actual cost of the
fixed assets of the company whichever
of these is greater, this section shall ap-
ply as if instead of the words ‘sixty per
cent. of the assessable income ’the words
¢ one hundred per cent. of the assessable
income ’ were substituted :

Provided further that no order under this

sub-section shall be made where the com-
pany has distributed not less than fifty-five
per cent. of the assessable income of the
company, unless the company, on receipt
of a notice from the Income-tax Officer
that he proposes to make such an order,
fails to make within three months of the
receipt of such notice a further distribution
of its profits and gains so that the total
distribution made is not less than sixty
per cent. of the assessable income of the
company of the previous year con-
cerned : ' ;

(%) for the proviso the following shall be substi-

tuted, namely :-—

“ Provided further that this sub-section shall

not apply to any company in which
the public are substantially intorested or
to a subsidiary company of such a com-
pany if the whole of the share capital
of such subsidiary company is held by
the parent company or by the nominees
thereof.” ;
(#%) in
33«
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y (#%%) in the Explanation, the whole of clause (a),
C, the brackets and letter *“ (b) ” and the whole
of clauses (¢) and (d) shall be omitted ;

7 {c) sub-section (3) shall be re-numbered as sub-
section (2) and in the sub-section, as so re-
numbered, before the words ¢ Assistant

/ Commissioner ” the word * Inspecting ’’ shall
be inserted and the words ‘‘firm, associa-
/7 tion or*’ shall be omitted ;

{d) sub-sections (4) and (5) shall be re-numbered,

Ve respectively, sub-sections (3) and (£), and in

sub-section (3), as so re-numbered,—
4 () paragraph (¢) shall be omitted ;

(%) in paragraph (it), for the word, brackets and
figure ** sub-section (2) ”’ the word, brackets
and figure ‘‘ sub-section (1) ”’ shall be sub-
stituted ; for the words “ and may be recov-
ered from such member ”’ the words ¢ if it
cannot be recovered from such member **
shall be substituted and the words following

/ those words shall be omitted ;

e

v (¢it) in paragraph (i%7), the words “ firm or other
association >’ and the words “, firm or asso-
ciation ”’ shall be omitted ;

Ae) after sub-section (£), as re-numbered by the
foregoing clause, the following sub-section
/ shall be added, namely :— '

* (5) When a company is a shareholder deemed
under sub-section (I) to have received a
dividend, the amount of the dividend thus
deemed to have been paidto it shall be
deemed to be part of its total income for the
purpose also of the application of that
sub-section to distributions of profits by that
company. "’

Amendment of 27, In section 24 of the said Act,—

gootion 24, Aot
25

Xlof 1022, (a) to sub-section (I) the following proviso shall be

added, namely :(— _
/ ¢ Provided that where the assessee is an un-
registered firm which has not been assessed

under
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under the provisions of clause (b) of sub-
section (4) of section 23 in the manner
applicable to a registered firm, any such
loss shall be set off only against the
income, profits and gains of the firm and
not against the income, profits and gains
of anyof the partners of the firm; and
where the assessee is a registered firm, any
loss which cannot be set off against other
_ income, profits and gains of the firm shall be
apportioned between the partners of the
firm and they alone shall be entitled to have
the amount of the loss set off under this
section. >’ ;

{b) for sub-section (2) the following sub-sections

shall be substituted, namely :—

“ (2) Where any assessee sustains a loss of profits

or gains in any year, being a previous year
not earlier than the previous year for the
assessment for the year ending on the 31st
day of March, 1940, wunder the head
¢ Profits and gains of business, profession
or vocation’, and the loss cannot be wholly
set off under sub-section (I), the portion
not so set off shall be carried forward to the
following year and set off against the profits
and gains, if any, of the assessee from the
same business, profession or vocation for
that year; and if it cannot be wholly so
set off, the amount of loss not so set off shall
be carried forward to the following year, and
80 on ; but no loss shall be so carried forward
for more than six years, and a loss arising
in the previous years for the assessment for
the years ending on the 31st day of March,
1940, the 3lst day of March, 1941, the
3lst day of March, 1942, the 31st day of
March, 1943, and the 3lst day of March,
‘1944, respectively, shall be carried forward
only for one, two, three, four and five years,
respectively :

Wrovided that nothing herein contained shall

entitle any assessee, being a registered firm,
to
35
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to have carried forward and set off any loss:
which has been apportioned between the:
partners, under the proviso to sub-section
(I), or entitle any assessee, being a partner-
in an unregistered firm which has not been-
assessed under the provisions of clause (b)
of sub-section (5) of section 23 in the manner
applicable to a registered firm, to have-
carried forward and set off against his own.
income any loss sustained by the firm :

Provided further that where an unregistered firm
is assessed as a registered firm under clause-
(b) of sub-section (5) of section 23, during
any year, its losses shall also be carried for-
ward and set off under this section as if it
were 8 registered firm :

Provided further that where a change has:
occurred in the constitution of a firm or
where any person carrying on any business,
profession or vocation has been succeeded
in such capacity by another person, other-
wige than by inheritance, nothing in this
section shall be deemed to entitle any
person other than the person incurring the
loss to have it set off against his income,.
profits or gains,

(3) When, in the course of the assessment of the-
total income of any assessee, it is established
that a loss of profits or gains has taken place-
which he is entitled to have set off under
the provisions of this section, the Income--
tax Officer shall notify to the assessee by
order in writing the amount of the loss as-
computed by him for the purposes of this-
section. "

28. In section 24A of the said Act,—

(@) in sub-section (), for the words beginning  for-
the period from the expiry of the last previous-
year”” and ending “ for the financial year in.
which such assessment is made’ the follow.
ing words shall be substituted, namely :—

“ of the period from the expiry of the last pre-
vious year of which the income has beem

' assessed:
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assessed in his hands to the probable date of
his departure from British Indis, or where
he has not been previously assessed, on
his total income of the period up to the
probable date of his departure from British
India. The assessment shall be made on
the total income of each completed previous
year included in such period at the rate at
+which such income would have been charged
‘had it been fully assessed, and as respects
the period from the expiry of the last of
such completed previous years to the pro-
tbable date of departure the Income-tax
‘Officer shall estimate the total income of
such person during such period and assess
it at the rate in force for the financial year
in which such assessment is made *’;

and in the proviso, for the words “or have
‘been assessed at too low a rate’ the words

/ “““or have been under-assessed, or have been
assessed at too low a rate, or have been
the subject of excessive relief under this
Act but ” shall be substituted ;

% «b) in sub-section (2), for the words ‘‘comprised

in the period first referred to in > the words
“ comprised in the relevant period referred to
in the first sentence of” shall be sub-
stituted.

9. In section 24B of the said Act,— ;g;ggl;i*g%gf“
o

(@) for sub-section (2) the following sub-section {555
shall be substituted, namely :—

“*(2) Where a person dies before the publication
of the notice referred to in sub-section (1)
-of section 22 or before he is served with a
mnotice under sub-section (2) of section 22 or
-section 34, as the case may be, his executor,
-administrator or other legal representative
:shall, on the serving of the notice under sub-
‘section (2) of section 22 or under section 34,
as the case may be, comply therewith, and
the Income-tax Officer may proceed to

a8sess

~




Ve

Amendment of
seotlon 25,

Act X1 of

1922

/

Indian Income-tax (Amendment). [Aor VIF

assess the total income of the deceased
person s if such executor, administrator
or other legal representative were the:
assessee.” ;

() in sub-section (3), the words, brackets and
figure “ of sub-section (2) ” shall be omitted
and after the words *“and for this purpose:
may ” the following words shall be inserted,.
namely :—

“, by the issue of the appropriate notice which:
would have had to be served upon the
deceased person had he survived,”.

80. In section 25 of the said Act,—

{2) in sub-section (3), after the words “1is discon--
tinued > the words ‘‘ then, unless there has
been a succession by virtue of which the pro-
visions of sub-section (4) have Been rendered:
applicable,” shall be inserted :

() after sub-section (3) the following sub-sections
shall be inserted, namely :—

““ (4) Where the person who was at the com-
mencement of the Indian Income-tax
{Amendment) Act, 1939, carrying on any
business, profession or vocation on which
tax was at any time charged under the
provisions of the Indian Income-tax Act,
1918, is succeeded in such capacity by
another person, the change not being mere-
ly a change in the constitution of a part-
nership, no tax shall be payable by the first:
mentioned person in respect of the income,
profits and gains of the period between the
end of the previous year and the date of
such succession, and such person wmay
further claim that the income, profits and
gains of the previous year shall be deemed:
to have been the income, profits and gains
of the said period. 'Where any such claim
is made, an assessment shall be made on the
basis of the income, profits and geins of the
said period, and, if an amount of tax has

already
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already been paid in respect of the income,
profits and gains of the previous year ex-
ceeding the amount payable on the basis.
of such assessment, a refund shall be given
of the difference.

(9) No claim to the relief afforded under sub-
section (3) or sub-section (4) shall be en-
tertained unless it is made before the ex-
piry of one year from the date on which the
business, profession or vocation was dis-
continued or the succession took place, as
the case may be.” ; and

(c) existing sub-section (4) shall be re-numbered
sub-section (6), and in that sub-section, so re-
numbered, for the words, brackets and figures ~
“sub-section (I) or sub-section (3)” the
words, brackets and figures ‘‘ sub-section (I),
sub-section (3) or sub-section (4)”’ shall be
substituted.

81. (a) In sub-section (I) of section 25A of the said Amend“zlgg“ of
Avt, the words * that a separation of the members of the 45XT of
family has taken place and >> shall be omitted ;

(b) in sub-section (2) of section 25A of the said
Act, after the words “ Where such an order has -
been passed ” the words “ or where any person has
succeeded to a business, profession or voca-
tion formerly carried on by a Hindu undivided
family whose joint family property has been parti-
tioned on or after the last day on which it carried on
such business, profession or vocation” shall be in-
serted, the words “ separation or >’ shall be omitted,
-and, in the proviso, for the words * separated members
and groups of members’ the words ‘‘ members and
groups of members whose joint family property has
been partitioned ” shall be substituted.
Lo

32. In section 2%of‘the said Act,— Amtsndnzlgnt Aaft
saction (1]

(a) m sub-section - (1), for the words beginning X! f 1oz2.
“ the assessinents on the firm ” and ending

‘“ proportionate to his interest in the firm ”

the words ‘‘ the assessment shall be made on

the

39

~

@

N\




Indian Income-tax (Amendment). [AcT VI

the firm as constituted ”’ shall be subatituted;
and to the said sub-section the following pro-
/ visos shall be added, namely :—

¢ Provided that the income, profits and gains of
the previous year shall, for the purpose of
inolusion in the total incomes of the partners,
be apportioned between the partners who in

such previous year were entitled to receive
the same:

Provided further that when the tax assessed upon
a partner cammot be recovered from him
it shall be recovered from the firm as con-

stituted at the time of making the assess-
ment.”” ;

¢{b) for sub-section (2) the following sub-section
shall be substituted, namely :—

¢ (2) Where a person carrying on any business,
profession or vocation has been succeeded
in such capacity by another person, such
person and such other person shall, subject
to the provisions of sub-section (4) of section
25, each be assessed in respect of his actual

share, il any, of the income, .profits and
gains of the previous year :

i
1
1

#rovided that, when the person succeeded in the
business, profession or vocation cannot be
found, the assessment of the profits of the
year in which the succession took place
up to the date of succession, and for the year
preceding that year shall be made on the
person succeeding him in like manner
and to the same amount as it would have
been made on the person succeeded or when
the tax in respeet of the assessment made
for either of such years assessed on the
‘person sucoeeded cannot be recovered from
him, it shall be payable by and recoverable
from the porson succeeding, and such
person shall be entitled to recover from the

person sucoocded the awmount of any tax
so paid.”

33. In
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83. In seotion 27 of the said Act, the words or, Amendment of
4in the case of a company, the principal officer thereof ** Xtof 10zk
shall be omitted. h

Y

34. In section 28 of the said Act,— Amendment of ~

seotlon 28§ Act -

(a) for sub-section (I) the following sub-section XTof162% B
shall be substituted, namely :— \

“ (1) If the Income-tax Officer, the Appellate
Assistant Commissioner or the Commis-
sioner, in the course of any proceedings
under this Act, is satisfied that any per-
son—

{a) has without reasonable cause failed to
furnish the return of his total income
which he was required to furnish by
notice given wunder sub-section () or
sub-section (2) of section 22 or section 34
or has without reasonable cause failed
to furnish it within the time allowed and
in the manner required by such notice,
or

#b) has without reasonable cause failed to !
comply with & notice under sub-section
(4) of section 22 or sub-section (2)of
section 23, or

«{c) has concealed the particulars of his income

or deliberately furnished inaccurate parti-
culars of such income,

he may direct that such person shall pay by
way of penalty, in the case referred to in
clause (z), in addition to the amount of the
4ncome-tax and super-tax, if any, payable
by him, a sum not exceeding one and a
*half times that amount, and in the cases .
ceferred to in clauses (b) and (c), in addition -
to any tax payable by him, & sum not ex-
-ceeding one and o half times the amount ‘
-of the -income-tax and super-tax, if any,
which would have been avoided if the
income as returned by such person had
been accepted as the correct income :

Provided
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Provided that—

{2) no penalty for failure to furnish the return-
of his total income shall be imposed on.
an assessee whose total income is less:
than three thousand five hundred rupees-
unless he has been served with a notice-
under sub-section {2) of section 22 ;

(6) where a person has failed to comply with a-
notice under sub-section (2) of section 22
or section 34 and proves that he has no-
income liable to tax, the penalty impos.-
able under this sub-section shall be &
penalty not exceeding twenty-five rupees ;

(¢) no penalty shall be imposed under this-
sub-section upon any person assessable
under section 42 as the agent of a person
not resident in British India for failure
to furnish the return required under see-
tion 22 unless a notice under sub-section:
(2) of that section or under section 34
has been served on him. **;

(b) in sub-section (2), for the words ‘‘ Assistant. .
Commissioner >’ the words ‘* Appellate Assist-
ant Commissioner ” shall be substituted ; for
the words “in addition to the income-tax
payable by him ** the words ““in addition to- N\
the income-tax and super-tax, if any, payable-
by him’ shall be substituted ; and for the words -
“not exceeding the amount of income-tax’> ™\
the words “ not exceeding one and a half
times the amount of income-tax and super-
tax >’ shall be substituted ;

(c) in sub-section (§), for the words ‘‘ Assistant
Commissioner *> the words ‘‘ Appellate Assist- ~
ant Commissioner >* shall be substituted ;

(d) after sub-section (5) the following sub-section
shall be added, namely :— :

“(6) The Income-tax Officer shall not impose
any penalty. under this section without
the previous approval of the Inspecting
Asgistant Commissioner.”’

85. For
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(448) after the word, letter and figure

or 1939.7 Indian Income-taz (Amendment).

ew section
Act X1 of

«29. When any tax or penalty is due in conse- Noticeof

demand,

quence of any order passed under or in pur-
suance of this Act, the Income-tax Officer shall
. N
serve upon the assessee or other person liable
to pay such tax or penalty a notice of demand
in the prescribed form specifying the sum so
payable.”
86. In section 30 of the said Act,— Amendment of
(@) in sub-section (I1),—

aection 80, Aok
X1 of 1022,

(¢) for the words and figures ‘‘ or rate at which

he is assessed under section 23 or section
27’ the words and figures *‘ of income as-
gessed under section 23 or section 27, or the
amount of loss computed under section
24 or the amount of tax determined
under section 23 or section 27 > shall be
substituted ;

~

(¢%) after the words and figure * assessment

under section 27, or”’, the word ¢ object.
ing ” shall be inserted, and the words
¢ against him *’ shall be omitted ;

i/

‘ geotion

25A ” the words, figures and brackets
“or sub-section (2) of section 26 ghall
be inserted, and” after the words “ made
by an Income-tax Officer” the words,
letters, figures and brackets ¢ or object-
ing to any penalty imposed by an Income-
tax Officer under sub-section (6) of
section 44E or sub-section (5) of section
44F or sub-section (I) of section 46
shall be inserted 3

(4v) after the words “made by an Income-tax

Officer ” the following words, figures and
letters shall be inserted, namely :—

“, or objecting to a refusal of an Income-tax
Officer to allow & claim to a refund under
section 48, 49 or 49F, or to the
amount of the refund allowed by the

Income-tax
43

RS

85. For section 29 of the said Act the following Substitation ot

section shall be substituted, namely :— for section 29,
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Income-tax Officer under any of those
sections, and any assessee, being a com-
pany, objecting to an order made by an
Income-tax Officer under sub-section (I) of
section 23A 7 ;

{v) for the words ‘ Assistant Commissioner *’
the words ‘‘ Appellate Assistant Commis-
sioner '’ shall be substituted ;

(vf) for the proviso the following provisos
\// shall be substituted, namely :—

“ Provided that no appeal shall lie against an
order under sub-section (I) of section 46
unless the tax has been paid :

Provided further that where the partners of a
firm are individually assessable on their
shares in the total income of the firm, any
such partner may appeal to the Appellate
Assistant Commissioner against any order
of an Income-tax Officer determining the
amount of the total income or the loss of
the firm or the apportionment thereof
between the several partners, but in
respect of matters which are determined
by such order may not appeal against
the assessment of his own total income:

Provided further that a shareholder in a com-
pany in respect of which an order under
section 23A has been passed by an Income-
tax Officer, may not in respect of matters
determined by such order appeal against

the assessment of his own total income, ** ;

4b) in sub-section (2), after the word and figure
“ section 27 ” the words, letters and figures \
“or of the intimation of an order under
sub-section (I) of section 23A or under
section 48, 49 or 49F > shall be inserted, \
and for the words “ Assistant Commissioner *

the words “ Appellate Assistant Commis.
sioner ”’ shall be substituted.

87. In
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87. In section 31 of the said Act,— Amendment of
XIof 1928,
(a) for the words * Assistant Commissioner ”,
wherever they occur in the section, the words N
“ Appellate Assistant Commissioner ** shall be
substituted ;
(b) after sub-section (2) the following sub-section “
shall be inserted, namely :— b
““(24) The Appellate Assistant Commissioner
may, at the hearing of an appeal, allow an
appellant to go into any ground of appeal
not specified in the grounds of appeal, if the
Appellate Assistant Commissioner is satis-
fied that the omission of that ground from
the form of appeal was not wilful or un-

reasonable.” ; i
(¢) in sub-section (3),— 4

(¢) in clause (a), after the word ‘‘ assessment >
the words “ and, in the case of an assessment ‘
on a firm or association of persons, authorise
the Income-tax Officer to amend accordingly
any assesstent made on any partner of the
firm or any member of the association,”

" ghall be inserted ;

(¢) in clause (b), after the words “ fresh assess-
ment ’, where they occur for the second
time, the words “ and determine where
necessary the amount of tax payable on
the basis of such fresh assessment *” shall be
added ;

(¢%9) for the words and figures ‘“section 25 or
section 28 the words, figures and letter =
“section 25, or sub-section (I) of section
23A or sub-section (2) of section 26 or section
48, 49 or 49F ” shall be substituted ;

(iv) after clause (d) and before the proviso the \
following shall be inserted, namely —
¢ or, in the case of an order under sub-section
(1) of section 25A,
(¢) confirm such order or cancel it and either
direct the Income-tax Officer to muke
further inquiry and pass a fresh order or
to ,
45 - i

u
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tomake an assessment in the manner laid
down in sub-section (2) of section 25A,

or, in the case of an order under section 28
or sub-section (6) of section 44E or
sub-section (§) of section 44F or sub-
section (I) of seotion 46,

(f) confirm or cancel such order or vary it
so as either to enhance or reduce the
penalty ;

or, in the case of an appeal against & compu«
tation of loss under section 24,

(g) confirm or vary such computation :”’;

- (v) in the proviso, after the word ‘* assessment 2 Y
the words ““ or a penalty ” shall be inserted ;

(v?) after the proviso the following proviso shall \
be added, namely :—

* Provided further that at the hearing of any
appeal against an order of an Income-tax
Officer, the Income-tax Officer shall have
the right to be heard either in person or by
a representative.”

Amendmentof 38, Tn sub-section (1) of section 32 of the said Act,

section 82, Act X . A

XIof1922.  for the words ‘ Assistant Commissioner > the words
“ Appellate Assistant Commissioner > shall be substi-
tuted, and for the words, brackets and figures ‘ enhanc-
ing his assessment under sub-section (3) of section 31 *’
the words, brackets and figures ‘“under sub-section
(3) of section 31 enhancing his assessment or a penalty
imposed under section 28 or sub-section (6) of section
44K or sub-section (5) of section 44F > shall be substi-
tuted.

= ﬁ‘;ggﬁggf“&{ 89. In sub-section (I) of section 33 of the said Aot,

XI1of192%.  for the words ‘‘ Assistant Commissioner ”’ the words
““ Appellate Assistant Commissioner * shall be substitut- *
ed, and for the word, brackets and figure ““ sub-section
(4)” the word, brackets and figure * sub-section (5)”’
"shall be substituted.

Omission of 40. Section 33A of the said Act shall be omitted. = Y-

41. () Seotion
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mer laid 41. (1) Section 34 of the said Act shall be re-num- é‘:};‘t’ggﬁt of
on 254, ' bered as sub-section (I) of that section, and in the sec- {gRXTof
stion 28 tion, as 8o re-numbered,—
4E or : (a) for tho words “ for any reason ” the words *“in
r sub- consequence of definite information which "o
has come into his possession the Income-tax
vary it Officer discovers that » shall be substituted ; “
uce the (b) for the words “ has escaped assessment in any \
year, or has been assessed at too low a rate’ %
compu- the words * have escaped assessment in any
year, or have been under-assessed, or have ;
been assessed at too low a rate, or have been !
13 the subject of excessive relief under this Act”
shall be substituted ;

sment ’? ~
iserted ; {c) for the words “ at any time within one year ”
o shall : the following shall be substibuted, namely :— i
’ \ “in any case in which he has reason to
beliove that the assessee has con-
of any cealed the particulars of his income or ~
‘me-tax deliberately furnished inaccurate parti-
il have / culars thereof, at any time within eight
n or by years, and in any other case at any time

within four years ” ;
{d) after the proviso the following proviso shall

id Act,
words X be added, namely :— N
. substi- . “ Provided further that when the income,
snhano- profits or gains concerned are income,
>n 81 "7 profits or gains liable to assessment for
section * a year ending prior to the commencement
penalty . of the Indian Income-tax (Amendment) Aoct,
section 1939, or where the assessment made or to
substi- , be made is an assessment made or to be
’ made on a person deemed to be the agent
of a non-resident person under section 43,
id Aot, this sub-section shall have effect as if for
words the periods of eight yeais and four years a :
bstit‘ut- * period of one year were substituted.”
fc(?;) ﬂ §2) To the said section, as so re-numbered, the follow- -
ing sub-section shall be added, namely :—
ttod. ° Yo ““(2) No order of assessment under section 23 or \
* of assessment or re-assessment under sub-sec-
' ion (I) of this section shall be made after the
Seotion expiry,

a7 |
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expiry, in any case to which clause (¢) of sub-

section () of section 28 applies, of eight years,.

and in any other case, of four years from the

end of the year in which the income, profits or-

gains were first assessable.”

%::;gin:n%?:t of Act4—2_: In sub-section (I) of section 35 of the said

1922 ? .

(o) for the words ‘ Assistant Commissioner ”, im
both places where they occur, the words “ Ap--
pellate Assistant Commissioner ” shall be
substituted ;

(b) for the words “ within one year’’, in both
places where they occur, the words ‘‘ within
four years >’ shall be substituted ;

(c) for the words *‘ demand made upon an assessee *”
the words “ assessment order passed by him **
shall be substituted ;

(d) for the words “ brought to his notice by the-
assessee ”’ the words ‘‘ brought to his notice-
by an assessee *’ shall be substituted ;

(e) after the proviso the following proviso shall be-
added, namely :—

* Provided further that no such rectification shall
be made of any mistake in any order passed.
more than one year before the commence-

ment of the Indian Income-tax (Amendment)
Act, 1939.”
Amendment of 43. In section 37 of the said Act, for the words.
Soction 8%  Assistant Commissioner ”, in both places where they

1092, occur, the words ‘“ Appellate Assistant Coramissioner *”
shall be subst.futed.

Amendment ot 44, For clause (3) of section 38 of the said Act

ﬁ? b4 ?,8) the following clause shall be substituted, namely :—

e ““(3) require any assessee to furnish a statement
of the names and addresses of all persons to
whom he has paid in any yvear rent, interest,
commission, royalty or brokerage, or
any annuity not being an annuity taxable
under the head °Salaries’, amounting to
more than four hundred rupees, together with

particulars of all such payments made.”

46. In

N\
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45, In section 40 of the said Act, for the words Amendment of
sectlon 40, Aot

“““ being in receipt on behalf of such beneficiary of any XIof 1925

income ” the words ‘‘ being entitled to receive on x>
belalf of such beneficiary any income * shall be substi-

tuted and to the said section the following proviso shall

be added, namely : Pt
“ Provided that in the case of a beneficiary being a
person residing out of British India the tax
may be levied upon and recovered from him
direct.”

46. (1) Section 41 of the said Act shall be re-number- Amendment ot
section 41, Acb

-ed sub-section (I) of that section, and in the section, so Xloile22,
" sge-numbered,—

N\

(a) the words ““ are received by’ shall be omit- \
ted ;

(b) atter the words ‘ the Official Trustees or*
the word ‘‘ by ”’ shall be omitted ;

{c) after the words ‘‘ appointed by or under any
order of a Court '’ the words * or any trustee
_or trustees appointed under a duly executed \
trust deed (including the trustee or trustees
under any Wakf deed which is valid under the
Mussalman Wakf Validating Act, 1913), are
entitled to receive on behalf of any person
shall be inserted ;

+d) after the words *‘ receiver or manager >, where \
théy occur for the second time, the words
““ or trustee or trustees ’’ shall be inserted ;

Ae) for the words ‘‘ any person on whose behalf
such income, profits or gains are received ”’ the ™~
words ‘‘the person on whose behalf such
income, profits or gains are receivable ’’ shall
be substituted ; .

«{f) the following provisos shall be added, namely :— ~

““Provided that where any such income, profits
or gains or any part thereof are not speci-
fically receivable on behalf of any one
person, or where the individual shares of
the persons on whose behalf they are re-
ceivable are indeterminate or. unknown,
the tax shall be levied and recoverable ab
the maximum rate :

Provided
49
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Provided further that when part only of the-
income, profits and gains of a trust is charge-
able under this Act, that proportion only of”
the income, profits and gains receivable by a
beneficiary from the trust which the part so-
chargeable bears to the whole income, profits-
and gains of the trust shall be deemed to-
have been derived from that part.”

(2) To sub-section (I) of section 41, as so re-number--
ed, the following sub-section shall be added, namely :—
“(2) Nothing contained in sub-section (I) shall:
prevent either the direct assessment of the-
person on whose behalf income, profits or gains-
therein referred to are receivable, or the-
recovery from such person of the tax payable in-
respect of such income, profits or gains.”
47, In section 42 of the said Act,— '

(¢) 1 sub-section (I),—

(i) for the words “In the case of any persons:
residing out of British India, all profits-
or gains accruing or arising to such per-
son,” the words ‘“ All income, profits.
or gains accruing or arising,” shall be-
substituted ;

(#2) for the words ‘““or property in British.
India » the following words shall be sub--
gtituted, namely :—

«in British India, or through or from any-
property in British India, or through or-
from any asset or source of income in
British India, or through or from any-
money lent at interest and brought into-
British India in cash or in kind ’;

{711} for the words “ shall be chargeable to in--
come-tax in the name of the agent of any-
such person, and >’ the words ‘ where the -
person entitled to the income, profits.
or gains is not resident in British India,
shall be chargeable to income-tax either-
in his name or in the name of his agent,
and in the latter case’ shall be substi--
tuted ;

(tv) ina
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only of the-
1st is charge-
rtion only of”
civable by a

(iv) in the proviso, for the words ‘ Provided

that ” the following shall be substituted

namely :— .
“ Provided that where the person entitled to-

iot;};:f;:;ﬁz: the income, profits or gains is not resi-

s deemed to- dent in British India, the income-fax

6. so chargeable may be recovered by de-

re-number-. duction under any of the provisions of
section 18 and that ”’;

namely :—

(v) after the proviso the following provisos shall ™
be added, namely :—
“‘Provided further that any such agent, or
any person who apprehends that he may

on (1) shalk
nent of the-
fits or gains.

ble, or the- .
x payable in be assessed as such an agent, may retain
” ' out of any money payable by him ¢o such:

e non-resident person & sum equal to his.
estimated liability under this sub-section,.
and in the event of any disagreement.
between the non-resident person and such:.
agent or person as to the amount to be so-
retained, such agent or person may secure:
from the Income-tax Officer a certificate
stating the amount to be so retained:
pending final settlement of the liability,
and the certificate so obtained shall be

- his warrant for retaining that amount:@

Provided further that the amount recoverable:

- from such agent or person at the time of
final settlement shall not exceed the amount.
specified in such certificate except to the-
extent to which such agent or person may
at such time have in his hands additionak
assets of such non-resident person.’”;

{(b) in sub-section (2), after the words * Where a.
person not resident’ the words “or not. |
ordinarily resident” shall be inserted; the- e
words ““, and not being a British subject or
s firm or company constituted within His.
Majesty’s Dominions or a hranch thereof ™
shall be omitted; the words “or the

any person
, all profits.
:0 such per-
me, profits.
;" shall be-

in British.
ball be sub--
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(20) i non-resident *”
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non-resident” and ending * connection
with the non-resident” the words °“ between
such persons, the course of business is so

/ arranged that the business done by the
resident person with the person not resident
or mnot ordinarily resident” shall be sub-
stituted ;

(¢) for sub-section (3) the following sub-section
shall be substituted, namely :-—
,/“ “(3) In the case of a business of which all the
' operations are not carried out in British
India, the profits and gains of the business
-deemed under this section to accrue or
arise in  British India shall be only
such profits and gains as are reasonably
attributable to that part of the operations
carried out in British India.”

" Amendment of 48. In section 43 of the said Act,—

X of Jog, % (@) before the proviso the following proviso shall
; be inserted, namely :—
/ « Provided that where transactions are carrietl on
: in the ordinary course of business through a
broker in British India in such circumstances
that the broker does not in respect of such
transactions deal directly with or on behalf
of a non-resident principal but deals with or
through a non-resident broker who is carry-
ing on. such transactions in the ordinary
course of his business and not as a principal,
such first mentioned broker shall not be
deemed to be an agent under this sectlon in
B respect of such transactions: *’ ; .
{b) in the existing proviso after the word * Pro-
vided ** the word “ further *’ shall be inserted.

Substitution of 49. For section 44 of the said Act the following

qew sechion for

gocteom 44, act Bection shall be substibuted, namely —
XT of 192, :

Llabliiby in ““44. Where any business, profession or vocation
.cage of & dis- :
Sase of 8 dis carried on by a firm or association of ‘Persons |
At o deso- has been discontinued, or where an association

. 1

of persons is dleOlVed, every person who was
at the time of such discontinuance or dissolu-
tion a partner of such firm or a member of

such.
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such association shall, in respect of the income,

profits and-gains of the firm or association,

be jointly and scverally lisble to assess-

ment under Chapter IV and for the amount

of tax payable and all the provisions of Chup-.

ter IV shall, so far as may be, apply to auy

such assessment.”

50. In section 44C of the said Act, for the words Amcndment of

‘in any year’ the words ‘“in the year” shall be fgt X1of
suhstituted.

B1. After Chapter VA of the said Act the following rnsertion of

Chapter shall be inserted, namely :— el

X1 of 1922,
“ CHAPTER VB.

SPEOIAL PROVISIONS RELATING TO AVOIDANCE OF LiABI-
LITY TO INCOME-TAX AND SUPER-TAX.

44D. (I) Where any person has, by means of a %Vglduae of
cOme-tax
transfer of assets, by virtue or in consequence whereof, tmmam:;m v
ting in
either alone or in conjunction with associated operations, the transfer of
me
any income which if it were the income of such person pemons resident-
or  ordtnaril
would be chargeable to income-tax becomes payable to restdent abroad:

a person not resident or to a person resident but not or-
dinarily resident in British India, acquired any rights by
virtue or in consequence of which he has within the mean-
ing of this section power to enjoy such income, whether.

. forthwith or in the future, that income shall, whether

it would or would not have been chargeable to income-
tax apart from the provisions of this section, be deemed
to be income of such first mentioned person for all
tho purposes of this Act.

(2) Where any person receives or is entitled to
receive, whether before or after any transfer of assets
by virtue or in consequence whereof either alone or
in conjunction with associated operations any income
becomes payable to a person not resident or resident but
not.ordinarily resident in British India, any sum paid or
payable by way of a loan or repayment of & loan or any
other sum, being a sum which is not paid or payable
for full consideration in money or money’s worth, paid
or payable otherwise than as income, such income
shall, whether it would or would not have been

chargeable to income-tax apart from the provisions

of

63
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of this section, be deemed to be the income of the
first-mentioned person for all the purposus of this Act.

(3) Sub-sections (I) and (2) shaill not apply if such
first-mentioned person shows to the satisfaction of
the Income-tax Officer either—

() that neither the transfer nor any associated.
operation had for its purpose or for one of its

_purposes the avoidance of liability to taxa-
tion ; or

(b) that the transfer and all associated operations
were bona fide commercial transactions and

were not designed for the purpose of avoiding
liability to taxation,

(4) For the purposes of this section, an ‘ associated
operation ’ mesans, in relation to any transfer, an
operation of any kind effected by any person in
relation to any of the assets transferred or any
assets representing whether directly or indirectly any
of the assets transferred, or to the income arising
from any such assets,” or to any assets representing
whether directly or indirectly the accumulations of
income arising from any such assets.

(6) A person shall, for the purposes of this section,
be deemed to have power to enjoy income of a person

xnot resident, or resident but not ordinarily resident, in
British India, if—

(a) the income is in fact so dealt with by any
person as to be calculated at some point of
time and, whether in the form of income

or not, to enure for the benefit of the first
mentioned person, or

{b) the receipt or accrual of the income operates
to increase the value to such first mentioned

~ person of any assets held by him or for his
. henefit, or |

{c) such first mentioned person receives or is
entitled to receive ‘at any time any benefit
provided or to be provided out of that in-
come or out of moneys which are or will be
available for the purpose by reason of the

offect
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effect or successive effects of the associated
operations on that income and on any assets
which represent that income, or

{d) such first mentioned person has power by
means of the exercise of any power of
appointment or power of revocation or
otherwise to obtain for himself, whether
with or without the consent of any other
person, the Dbeneficial enjoyment of the
income, or

{e) such first mentioned person is able, in any
manner whatsoaver and whether directly or
indirectly, to control the application of the
income,

(6)"In dotermining whether a person has power to
enjoy income within the meaning of this section,
wegard shall be had to the substantial result and effect
-of the transfer and any associated operations, and all
‘benefits which may at any time accrue to such person
ag aresult of the transfer and any associated operations
shall be taken into account irrespective of the nature
«or form of the benefits. o

(7) For the purposes of this section—

(@) the expression ‘ assets’ includes property or
rights of any kind, and the expression
‘ transfer ’ in relation to rights includes the
creation of those rights;

(b) the expression * benefit * includes a paymeut
of any kind ;

{¢) references to income of a person not resident or
of & person not ordinarily resident in British
India shall, where the amount of the income
-of a company for any year or period has been
‘deemed to have been distributed wunder
sub-section (I) of section 23A, include
references to so much of the income of the
company for that year or period as is

_equal to the amount deemed to have been
distributed to that person ;

{d) references to assets representing any assets,
income or accumulations of income include

references
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references to shares in or oblizations of any
company to which, or obligation of any other-
person to whom, those assets, that income or
those accwmulations are. or have been:
transferred ;

(e) any body corporate incorporated outside
British India shall be treated as if it were-
resident out of British India whether it is so-
resident or not.

{8) The provisions of this section shall apply for the:
purposes of assessment to income-tax and super-tax
for the year ending on the 3lst day of March, 1940,
and subsequent years, and shall apply, in relation te-
transfers of assets and associated operations whether
carried out before or after the commencement of the-
Indian Income-tax (Amendment) Act, 1939.

(9) Where any person has been charged to tax on
any income deermed to be his under the provisions of
this section, and that income is subsequently received
by him, whether as income or in any other form, it shalk
not again be deemed to form part of his income for the-
purposes of this Act.

Avoldance of 44K, (I) Where the owner of any securities (in:
tax by ecertain

transaotions 1n this sub-section and in sub-section (2) referred to as:

securlttes.

‘the owner ’) agrees to sell or transfer those securities,
and by the same or any collateral agreement—

(@) agrees to buy back or re-acquire the securities,
or '

(b) acquires an option, which he subsequently exer--
cises, to buy back or re-acquire the seocuri.-
ties,

then, if the result of the transaction is that any interest:
becoming payable in respect of the securities is receiv-
able otherwise than by the owner, the interest payable-
as aforesaid shall, whether it would or would not have
been chargeable to tax apart from the provisions of this:
section, be deemed for all the purposes of this Act to

be the income of the owner and not to be the income of’
any other person.

(2) The references in sub-section () to buying back.
or re-acquiring the securities shall be deemed to include-
refererices to buying or acquiring similar securities, so,.

however,.
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however, that where similar securities are bought or
acquired, the owner shall be under no greater liability
to tax than he would have been under if the original
securities had been bought back or re-acquired.

(3) Where any person carrying on a business which
consists wholly or partly in dealing in securities agrees.
to buy or acquire any securities, and by the same or any
collateral agreement—

orated outside:
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able by him, no account shall be taken of the transac-
tion in computing for any of the purposes of this Act:
the profits arising from or loss sustained in the business..

(4) Sub-section (3) shall have effect, subject to any-
neceéssary modifications, as if references to selling back-
or re-transferring the securities included references to-
selling or transferring similar securities.

(9) For the purpose of this section— )

(a) the expression °interest ” includes a dividend ;

- (b) the expression ‘ securities ’ includes stocks and:
shares ; _

{c) securities shall be deemed to be similar if they
entitle their holders to the same rights.
against the same persons as to capital and
interest and the same remedies for the en-
forcement of those rights, notwithstanding-
any difference in the total nominal amounts.
of the respective securities or in the form in-
which they are held or the manner in which.
they can be transferred.

(6) The Income-tax Officer may by notice in writing:
require any person to furnish him within such time as
he may direct (not being less than twenty-eight days), .
in respect of all securities of which such person was the-
owner at any time during the period-specified in the-
notice, such particulars as he considers necessary for the-

purposes.
- 8T
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purposes of this section and for the purpose of discover-
ing whether tax has been borne in respect of the interest
on all those securities ; and, if that person without
reasonable excuse fails to comply with the notice, he
shall be liable to a penalty not exceeding five hundred
rupees and to a further penalty of the like amount for
every day after the infliction of such penalty during
which the failure continues. ‘

.Avoidance of y ; ; .
fan o 44F. (1} Any person upon whom notice is served

oumdividend. Ly the Income-tax Officer requiring him to furnish a
statement of particulars relating to any securities in
which, at any time during the period specified in the
notice, he has had any beneficial interest, and in respect
of which, within such period, either no income was
received by him, or the income received by him was
less than the sum to which the income would have
amounted if the income from such securities had acerued
from day to day and been apportioned accordingly,
shall, whether an assessment to income-tax or super-tax
in respect of his total income has or has not been made
for  the relevant year or years of assessment, furnish
such a statement and such particulars in the form and
within the time (not being less than twenty-eight days)
required by the motice,

(2) If it appears to the Imcome-tax Officer by re-
ference to all the circumstances in relation to the secu.-
-rities of any such person (including circumstances with
‘respect to sales, purchases, dealings, contracts, arrange-
ments, transfers, or any other transactions relating to
:such securities) that such person has thereby avoided
or would avoid.more than ten per cent. of the amount of
-the income-tax or super-tax for any year which would

. ' ' ‘have been payable in his case in respect of the income
-from those securities if the income had been deemed to
accrue from day to day and had been apportioned
-accordingly, and the income so deemed to have been
.apportioned to him had been treated as part of his total
‘income from all sources for the purposes of income-tax
.or super-tax, then those securities shall be deemed to be
_securities to which sub-section (3) applics.

' (3) For the purposes of assessment to income-tax
% .
-or super-tax in the case of any such person, the income

from
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discover- from any securities to which this sub-section applies .
» interest shall be deemed to accrue frora day to day, and in the
without case of the sale or transfer of any such securities by or
stice, he to him shall be deemed to have been received as and
hundred when it is deemed to have accrued :
)ugfxrif:; Provided that this seof,ion §hall not apply if such
person proves to the satisfaction of the Income-tax
Officer that the avoidance of income-tax or super-tax
served was exceptional and not systematic and that there was
trnish g not in his case in any of the three preceding years any
rities in such avoidance of income-tax or super-tax, or that the
l in the

provisions of section 44E have been applied in his case

respect ' in respect of such income,
ne was (4) If any person fails to furnish any statement or
im was , particulars required under this section, or if the Income-
ic};jzg tax Officer is not satisfied virith any statenent or par-
dingl . ticulars furnished under Fhls section, the Income-tax
&Y . " Officer may make an estimate of the amount of the
per-tax income which, under the foregoing provisions of this
. ma:de section, is to be deemed to form part of the person’s
furnish total income for the purposes of income-tax or super-
‘m and tax
5 days) ’
() If any person without reasonable excuse faily
to furnish any statement or particulars required under
by re- this section, he shall be liable to a penalty not exceeding
> seeu- five hundred rupees, and to a further penalty of the
s with. dike amount for every day after the infliction of such
irzgg:(; penalty during which the failure continues.
roided : : (6) For the purpose of this section the expression
unt of 3 “ securities * includes stocks and shares.”
Z‘;‘;i‘: | 52. In section 4i of the said A.Ct’ for, the words, émggzixsni o
brackets and figure * under sub-section (4)’’ the words, XI.ot 1982
-.ed to brackets and figure “under sub-section (3)” shall be .
ioned substituted, and the words, figures and letter “ or under ~
been section 33A ” shall be omitted and to the section the Ty
:c;ta,l following shall be added, namely :— v
to %1; ) » * provided further that where an assessee has been ~
assessed in respect of income arising outside
British India in a country the laws of which
>-tax prohibit or restrict the remittance of money to
;ome British India, the Income-tax Officer shall not
rom ; = , treat
’ 59
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treat the assessee as in default in respect of”
that part of the tax which is due in respect of”
that amount of his income which by reason of”

such prohibition or restriction cannot be-
brought into British India, and shall continue-
to treat the assessee as not in defaunlt in respect-
of such part of the tax until the prohibition or
restriction is removed. -

Ewxplanation—For the purposes of this section in--
come shall be deemed to have been brought.
into British India if it .has been utilized or-
could have been utilized for the purposes of”
any expenditure actually incurred by. the-
assessee without British India or if the income-
whether. capitalized or not has been brought.
into British India in any form.”

Amendment of 53. In sub-section (7) of section 46 of the said Act,.

Acxlof  after the word and figure “section 42 the words.

and figure ““or of the proviso to section 45 ” shall be

inserted, and for the words ‘‘ the year ” the words-
“ the financial year * shall be substituted.

;’egﬂt‘;ggﬂ;gﬂggg 54. In section 47 of the said Act, after the word.

XIof 1928 and figure ““section 287, the words, letters, figures.

" and brackets “ sub-section (6) of section 44E, sub-sec--

tion (§) of section 44F ” shall be inserted. '

“Substitution 55. For section 48 of the said Act the following sec--

of new section

for section 48, i i —
for section 48, tion shall be substituted, namely :

1022,

Refunds, / “48, (1) If any individual, Hindu undivided.
family, company, local authority, firm or-
other = association of persons, or any
partner of & firm or member of anassocia--
tion individually satisfies the Income-tax
Officer or other authority appointed by the-
Central Government in this behalf that the
amount of tax paid by him or on his behalf or-

« treated as paid on his behalf for any year ex-
‘ ceeds the amount with which he is properly-
chargeable under this Act for that year, he shalli

be entitled to a refund of any such excess.

(2) The Appellate Assistant Commissioner in the-
exercise of his appellate powers, or the Com-
missioner in the exercise of his appellate powers-

or-

r—
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or powers of revision if satisfied to the like
effect shall cause a refund to be made by the
Income-tax Officer of any amount found to
have been wrongly paid or paid in-excess.

(3) Where income of one person is included under
any provision of this Act in the total income
of any other person such other person only shall
be entitled to a refund under this section in
respect of such income,

44) Nothing in this section shall operate to validate
any objection or appeal which is otherwise
invalid or to authorise the revision of any
assessment or other matter which has become
final and conclusive, or the review by any
officer of a deoision of his own which is sub-
ject to appeal or revision, or, where any reliof
is specifically provided elsewhere in this Act,
to entitle any person to any relief other -or
greater than that relief or to entitle any person
to claim a refund of tax payable before the
commencement of the Indian Income-tax
(Amendment) Act, 1939, which he would
not be entitled to claim but for the passing of
that Act.”

#6. Section 48A of the said Act shall be omitted.

$57. In section 49 of the said Act,—

{2) in sub-section (I),—

he ' (z) after the word “ paid ”, where it occurs for

the first time, the words and figures ‘“ by
deduction under section 18 or otlerwise ’*
shall be inserted ; after the word ““ paid *,
where it occurs for the second time, the
words “ by deduction or otherwise ” shall
be inserted, and for the words ““for that
year ” the words ““for the corresponding
year ”’ shall be substituted ;
{t%) the following proviso shall be added,
namely :—
“ Provided that in no case shall the rate at

the

61

QOmission ..of
section 484,
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tho Indian rote of tax appropriate to the
income of the person entitled to relief.”’;
(b) in sub-section (2), for clause (b) the following
clause shall be substituted, namely :(—

/ ‘“(b) the expression ‘Indian rate of tax”
means the amount of Indian income-tax
exclusive of super-tax after deduction of
any relief due to a claimant under the
other provisions of this Act but before-
deduction of any relief due to him
under this section, divided by his total
income after deducting therefrom any
income (including income from a share in:
anunregistered firm) exempted from tax by
or under the provisions of this Act, added
to the amount of Indian super-tax before:
deduction of any relief due to the claimant
under this section divided by bhis totak

income ;.
Insertion of

new sections 58. After section 49 of the said Act the following:
:,’;3'4‘;"03 seotions shall be inserted, namely :—
in Aot X1 of :
1022,
Relief in ' .
fospact of “49A. (I) The Central Government may, by noti~
State and fication in the official Gazette, make pro-
Income-tax, vigion for the granting of relief in respect:
' of income on which has been paid both
income-tax (including super-tax) under this:
Act and Dominion income-tax. '
(2) For the purposes of this section ‘Dominion.
income-tax ’ means any income-tax or super--
tax charged under any law in force in any
Indian State or in any part of His Majesty’s:
Dominions (other than the United Kingdom}):
where the laws of that State or part provide-
for relief in respect of tax charged on income:
‘ both in that State or part and in British
India which appears to the Central Board of”
Revenue to correspond to the relief which.
may be granted by this section.
Incometos. 49B. Where a shareholder has received a dividend:
by company from a company which has paid income-tax-
Phyment by imposed in British India or elsewhere, he shalli

be:
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'to ,f'he be deemed, in respect of such dividend, himself
Lief, K to have paid the income-tax (exclusive of
llowing: _super-tax) paid by the company on so much
N k of the dividend as bears to the whole the same
£ tax” proportion as the amount of income on which
'n_m“mx the company has paid such income-tax bears
tion of to the whole income of the company.
ler the 49C. (1) Where a shareholder has rteceived & Reltef granted
before: dividend from a company which has obtained fo f)ecggl::g
> him the relief referred to in section 49 or granted o e araheider..
s total under section 49A or under the India and
o any Burma (Tncome-tax Relief) Order, 1936, he
1are i shall he deemed in respect of such dividend
tax by himself to have obtained such rclief at the
addod rate at which such relief has been granted, in
!:)efore- respect of income-tax only, to the company
imant . for the financial ycar preceding the year in
totak which the dividend was paid.
. {(2) If the rate at which a shareholder is deemed
owing: nnder sub-section () to have obtained relief
exceeds the rate at which he would have been
entitled . to relief had such relief been given
7 noki— direet to him hy or vnder the said sections
. pro- or Order, any excess shall be recovered from
sspect; him either as an addition to the tax payable
both: by him on any assessment made on him under
¢ this: section 23 or scction 34 or by setting it off
against any relief due to him under section
. . 48,

L:;;If 49D. If any person who has paid by deduction or ggg:‘f; 0D s
any- otherwise Indian income-tax for any year in charged fn

o respect of any income arising without British providﬁ;g for
sty ] - India in a countrythe laws of which do not T s
dom): i ) 1. Hry she . Indlan Inoome-
yvide. | provide for any relief in respect of income- tax.
some.- " tax charged in British India proves that

itish 3 Le has paid income-tax by deduotion or
o otherwise under the laws of the said country

1
fl:f ) j .in respect of the same income, he shall be ‘
entitled to the deduction from the Indian
income-tax payable of a sum equal to one-
lend: half of such Indian income-tax or to one-
~bax: half of such tax payable in the said country, ;
thalli '} ' whichever is the less. ”’ :
be- _ _ : 89. Section
A3
\ e P
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Amaadwment of

Baction ok 59. Seotion 49A of the said Act shall be re-
| Ao Xiof numbered 49K, and in that section so re-numbered,
; for the words ¢ Assistant ;i Commissioner ” the words
: / “Appellate  Assistant Commissioner ” shall  be
7 substituted.
amendment of 60, Section 49B of the said Aot shall be re-
-A«:?I of 1822. numbered 49F, and in that section so re-numbered,
the word, figures and letter “or 48A” shall be
~ .
omitted,
;}ggﬁgg’gginb of 61, In section 50 of the said Act,—
.‘%3222{1 of

(e) after the word “income-tax ”’ the words * or
Ve super-tax > shall be inserted ;

{b) for the words beginning ‘‘ one year from the
/ lagt day  and ending “ whichever period may

: expire later >’ the following shall be substitut-
ed, namely :—

*“ four years from the last day of the financial
; _ year commencing next after the expiry of
f the previous year in which the income arose,
,: accrued or was received or was deemed t0
] » have arisen, accrued or been received or was
brought into British India :

Provided that where the claim is to a refund
of income-tax or super-tax paid prior to the
commencement of the Indian Income-tax
(Amendment) Act, 1939, the claim shall not
be allowed unless it is made within one year
from the last day of the year in which the
tax was recovered or before the last day of
the financial year commencing after the
expiry of the previous year as defined in
clause (1) of section 2 in which the income
arose on which the fax was recovered,
whichever period may expire later:” ;

(¢} in the existing proviso, after the word *“ Provid-"
ed ”’ the word ‘ further ” shall ‘be inserted ;
after the word and figures “*section 49”° the
words, brackets and figures “ of tax paid prior
to the commencement, of the Indian Incomsé-

7/ tax (Amendment) Act, 1939 >’ shall be inserted.

62. Section
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la,H be ro-
>-numbered, : ; 62. Section 50A of the said Act shall be omitted. — 2misionol  ~
the words ; Act X1 of
shall  be 1022,
B 63. In clause (¢} of section 5! of the said Act, éeglt’?gg%lgnid
before the word and figures *section 22 the words, X1 of 1925,
il be re- brackets and figure “ sub-section (2) of” shall be -~
-numbered, inserted.
shall  be 64. In section 52 of the said Act,— é‘eﬁt?é‘ﬂ“ég’“ﬂ
0
(@) after the words, figures and letter “ or section Xfof 1022,
90A " the words and figures “ or section e
words ‘‘ or 91 shall be inserted, and the words,
brackets, figures and letters *“ or sub-section (2) ~
£ of section 33A or sub-section (3) of section
rom the ” ;
. 50A ’ shall be omitted ;
eriod may 11 H
. (h) for the words “ be deemed to have committed AN
substitut. . . .
the offence described in section 177 of the
s Indian Penal Code ”’ the words *“ be punishable,
: financial on ¢onviction before a Magistrate, with simple
expiry of imprisonment which may extend to six months,
yme arose, or with fine which may extend to one thousand
eemed to ; rupees, or with both ”’ shall be substituted.
od or wag » 65. In section 53 of the said Act,— Amondment o
eglion
(@) in sub-section (1), for the words * Assistant XIof 1995,
a refund Commissioner ” the words ‘‘ Inspecting Assis- N
or to the tant Commissioner *’ shall be substituted ;
come-tax (b) for sub-section (2) the following sub-section
shall not shall be substituted, namely:—
one year - : “(2) The Inspecting Assistant Commissioner may  ~
‘hich the J either before or after the institution of
t day of proceedings compound any such offence.”.
fter tl_le : 66. In section 54 of the said Act,— Amondmont of
fined in i&eot?l%l} o 22,
: income i (a) in the first proviso to sub-section (2) the words obxlof1e
covered, . “ Provided that >’ shall be omitted and the AN
' : proviso shall be numbered as sub-sec- N
Provid< N ~ tion (3); i
iserted - (b) in sub-section (3) so re-numbered,—
g» ’ (¢) after clause (c) the following clauses shall be ~
id prior ' inserted, namely :—
neome- “(d) of any such particulars to a Civil Court in
1serted. any suit to which Government is a party,
which relates to any matter arising out
Section of any proceeding under this Act, or
; . (e) of
6 .
f X ]
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(¢) of any such particulars to the Auditor
General of India for the purpose of enabl-
ing him to discharge his functions under
section 144 of the Government of India
Act, 1935, or

(f) of any such particulars to any officer appoint-
ed by the Auditor General of India or the
Central Board of Revenue to audit.
income-tax receipts or refunds, or

(g) of any such particuiars, relevant to any
inquiry into the conduct of an official of
the Income-tax Department, to any per-
sons appointed Commissioners under the
Public Servants (Inquiries) Act, 1850, or ;txxvu of
to an officer otherwise appointed to hold )
such inquiry, or to a Public Service Com-
mission established under the Government
of India Act, 1935, when exercising its
functions in relation to any matter arising
out of any such inquiry, or ”’;

(#2) existing clause (c¢) shall be re-lettered clause i,
(k) and for existing clause (d) the following
clauses shall be substituted, namely :(— =

““ (4) of such facts, to an authorised officer of the

. United Kingdom, or of any Indian State

or of any part of His Majesty’s Dominions
which has entered into an agreement with
British India for the granting of double
taxation relief, as may be necessary for
the purpose of enabling such relief or a -
refund under section 49 of this Act to
be given, or

{j) of such facts, to an officer of a Provincial
Government, as may be necessary for the
purpose of enabling that Government to
ievy or realise any tax imposed by it on
agricultural income, or

(k) of such facts, to any authority exercising
powers under the Sea- Customs Act, 1878, V111 0f1873,
or any Act of the Central Legislature im.
posing a duty of excise as may be necessary
for enabling it duly to exercise such powers,
or

() of
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(1) of such facts, to a Returning Officer, as may
be necessary to establish whether a person
is or is not entitled to be entered on an

electoral roll, or

(m) so much of such particulars, to the appro-
priate authority, as may be necessary to
establish whether a persen has or has not
been assessed to income-tax in any parti-
cular year or years, where under the
provisions of any law for the time being
in force such fact is required to be

established.” ;

{¢) in the second and third provisos to sub-section
(2) the words “ Provided further that”
shall be omitted and these provisos shall
be numbered, respectively, as sub-section

(4) and sub-section () ;

(d) in sub-section (4) so re- numbered, after the words
_““ proceeding under ”’ the words, letter and
figure “section 25A or” shall be inserted.

67, In section 55 of the said Act,—

{a) for the words ¢ company, unregistered firm or

other association of individuals

1

the words

“ company, local authority, unregistered firm
or other association of persons ” shall be
substituted, and after the words * not being
a registered firm ”’, the words ¢ or the partners
of the firm or members of the association

individually,” shall be inserted ;

{b) before fhe existing proviso the following pro-.

viso shall be inserted, namely :—

“ Provided that where under tlie provisions of

clause (b) of sub-section (5) of section 23

an unregistered firm has been assessed in the

manner applicable to a registered firm,

super-tax shall be payable by each partner

of the firm individually on his share in the
income, profits and gains of the firm and

not by the firm itself ;” ;

and

AN

~

~

B

Amendment of
section B5, Act
X1 of 1022,

~
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(c) in the existing proviso,- -

(¢) after the word *‘ Provided ”* the word ‘‘ fur-
ther ”’ shall be inserted ;
(¢9) after the words ‘‘ unregistered firm > the
words *‘ or other association of persons not
’ being a company ” shall be inserted ;
(i) for the words ‘“‘an individual having a
ghare in the firm ™ the words ““a partner
< of the firm or a member of the association,
as the case may be,” shall be substituted.
s‘g;‘gm‘f%‘f“ of 88, In section 56 of the said Act, after the word
Act XI of 1922 “ company ” the words ‘‘local authority ” shall be
inserted, and for the words ¢
» duals ” the words °
< substituted.

*association of indivi-
¢ association of persons ” shall be

Omiaslop of 69. Section 57 of the said Act shall be omitted.
section 67, &
sk

Am&ndngesnt of 70. In section 58 of the said Act,—
section 58,
Act XTI of 1022, (a) in sub-section (I), for the words * the proviso ”

the words “ the Second proviso ”, shall be P
substifuted, and the figures “177%, 21
and ‘48 shall be omitted and for the words,
brackets and figures ““ sub-sections (2) and (3) °

7/ the word, brackets and figure ‘‘sub-section
(2) > shall be substituted, and for the figures
““ 207, the words, figures and brackets ¢ and

/ 20 and the first proviso to sub-section (I) of

gsection 41 and section” shall be substi-
tuted ; ‘

(b) in sub-section (2), for the words, brackets,
 figures and letters * sub-sections (34), (3B),
(3C) and (3D)” the words, brackets, figures
and letters * sub-sections (2), (24), (2B), (3B),
(30), (3D) and (3E)” shall be substituted and

the word and figures “‘ section 57 ” shall be

s omitted.

mmcdgentof 71, In clause (b) of section 58A of the said Act,—

ActXIof3922.  , (a) in sub-clause (f) the words “individuals or ™
’ shall be omitted ;
2 (b) in sub-clause (i4) the words and figures * or
gection 11"’ shall be om itte .

72, In,
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w9, In section 58B of the said Act, sub-section (2) éﬂ?ﬁﬂ‘?&%’; of
shall be omitted, and sub-seotions (3), (4) and (5) shall Act XTof 1022
be re-numbered (2), (3) and (), respectively, and in sub- -
section (4) as so re-numbered after the word “ recognise ?
the words  or an order withdrawing recognition from ”
shall be inserted.

1 ” the word * fur-

istered firm ” the

ion of persons not
e inserted ;

vidual having a 78. In section 58F of the said Act,~ © Amendment of

13 F
‘}02?18 & partner (@) to sub-section (I) the words ““ or six thousand % St Tbes,
| honon, hichever is less ”’ shall be added ; N
be substituted, rupees, whiche

(b) in sub-section {2), for the words beginning *‘ In
the accounts of a recognised provident fund ”’
and ending ‘‘ Such interest shall be exempt
from payment of income-tax,” the following
shall be substituted, namely :-—

‘ Interest credited on the accumulated balance
of any employee in a recognised provident
fund shall be exempt from payment of in-
come-tax, if and in so far as it does not
excoed one-third of the salary of the em-
ployee for the year concerned and .

t, after the word
tority > shall be
ation of indivi.
srsons *’ shall be:

be omitted.

3 “ the proviso *
viso ’:, shall be

< 17 n, “« 21 »
1 for the words,
ons (2)and (3) *

/ 74. In sub-section (3) of section 58G of the said Act, Amendment of

. e section 58(,
for the words beginning ‘‘from the payment of Act X1 of 1022,

which ” and ending ‘“in addition to any other income-

© “sub-sectiom tax ’ the following shall be substituted, namely :—
for the figures “and super-tax which would have been payable \
brackets  and by the employee in respect of his total income
b-section (1) of for each of the years concerned if the fund
Al be substi. had not been a recognised provident fund, and
the amount by which such total exceeds the :
total of all sums paid by oron behalf of such
ords, brackets, employee by way of tax for such years shall
ms (34), {(3B), be payable by the employee in addition to any :
ch?z figures other income-tax and super-tax”. :
: g;t(ibu t{;d(iﬁfi Aot f In sub-section (2) of section 58K of the said ;‘;2&’;,‘}%‘5’;{, of
57" shall be ’ Act XI of #9522,
(a) after the word “shall” the. following words
aid Act,— shall be inserted, namely :—

“,if the employer has made effective arrange.
ments to secure that tax shall be deducted
at source from the amount of snch share
when paid to the employee, *’ ;

dividuals or**

1 figures «op

(b) for
69

72, In,
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- (b) For the word, brackets and fizures “ olause (ix)
the word, brackets and figures *‘ clause (xi)*’
shall be substituted.

Insertlon  of 76. After Chapter IXA of the said Act the follow-

new Chapter in
4GV XT of 1928, ing Chapter shall be inserted, namely :—

“ CHAPTER IXB.

SPECIAL PROVISIONS RELATING TO CERTAIN OLASSES
OF SUPERANNUATION FUNDS.

Definitions. 58N. In this Chapter, unless there is anything re-
’ pugnant in the subject or context,—

(a) “approved superannuation fund’ means a
superannuation fund or any part of a super-
. annuation fund which has been and continues
to. be approved by the Central Board of
Revenue in accordance with the provisions

of this Chapter ;

(b) ‘employer’, ‘employee’ and ° contribution ’
have, in relation to superannuation funds,
the meanings assigned to those expressions
in section 58A in relation to provident
funds ;

(¢) ‘ordinary annual contribution’ means an
annual contribution of a fixed amount or
an annual contribution computed on some
definite basis by reference to the.earnings,
the contributions or the number of members
of the fund.

Approval | end 580. (I) The Central Board of Revenue may

approval. accord approval to any superannuation fund or any
part of a superannuation fund which in its opinion
complies with the requirements of section 58P, and
may at any time withdraw such approval, if in its
opinion the circumstances of the fund or part cease to
warrant the continuance of the approval.

(?) The Central Board of Revenue shall communi-
cate In writing to the trustees of the fund the grant of
approval with the date on which the approval is to take
effect, and, where the approval is granted subject to
conditions, those conditions.

70
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(3) The Central Board of Revenue shall communicate
in writing to the trustees of the fund any withdrawal

of approval with the reasons for such withdrawal and

the date on which the withdrawal is to take effect.

(4) The Central Board of Revenue shall neither
refuse nor withdraw approval to any superannuation
fund or any part of a superannuation fund unless
it has given the trustees of that fund a reasonable
opportunity of being heard in the matter.

. ation fund may conditfons ‘or
58P. In order that a superannuatio y Condition

receive and retain approval the following conditions shall
be satisfied, namely :—

(z) the fund shall be a_ fund established under an
irrevocable trust in connection with a trade
or undertaking carried on in British India ;

() the fund shall have for its sole purpose the
provision of annuities for employees in the
trade or undertaking on their retirement at
or after a specified age or on their becoming
incapacitated prior to such retirement, or
for the widows, children or dependants of
persons who are or have been such em-
ployees on the death of those persons; and

(¢) the employer in the trade or undertaking shall
be a contributor to the fund:

Provided that the Central Board of Revenue may,
if it thinks fit and subject to such condi-
tions, if any, as it thinks proper to attach
to the approval, approve a fund or any part
of a fund—

(#) notwithstanding that the rules of the fund
provide for the return in certain contin-
gencies of contributions paid to the fund,
or .

(i) if the main purpose of the fund is the-
provision of such annuities as aforesaid,
notwithstanding that such provision is
not its sole purpose, or

(741) notwithstanding that the trade or under-
taking in connection with which the fund
is established is carried on only partly
in British India.

58Q. (I) An,
71
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(Z) An application for approval of a super-
annuation fund or part of a superannuation fund for any
year of assessment shall be made in writing before the
end of that year by the trustees of the fund to the

Income-tax Officer, and shall be accompanied by a copy
of the instrument under which the fund is established
and by two copies of the rules and of the accounts of
the fund for the last year for which Such accounts
have been made up. The Central Board of Revenue
may require such further information to be supplied as
it thinks proper. o

(2) If any alteration in the rules, constitution, objects
or conditions of the fund is made at any time after the
date of the application for approval, the trustees of the
fund shall forthwith communicate sucl: alteration to
the Income-tax Officer, and in default of such com-
munication any approval given shall, unless the Central

Board of Revenue otherwise orders, be deemed to have
been withdrawn from the date on which the alteration

took effect.

58R. Income derived from investments or deposits
of an approved superannuation fund shall be exempt
from payment of income-tax, and any sum paid by an
employer or an employes by way of contribution
towards an approved superannuation fund shall, in the
case of an employer, be deducted in computing his-
income, profits or gains for the purpose of assessment,
and, in the case of an employee, be treated for all the
purposes of this Act az if it were a sum to which - the
provisions of section 15 apply :

Provided that no sich exemption shall be allowable
to an employee in respect of any sum which is not an
ordinary aunnual contribution :

Provided further that wherc a contribution by an
employer is. not an ordinary annual contribution it
shall, for the purposes of this section, be treated, as
the Central Board of Revenue may direct, either as
an expense incurred in the year in which the sum is
paid, or as an expense to be spread over such period
of years as the Central Board of Revenue thinks proper.

B8S. (I) Where any contributions (including interest
on contributions, if any) are repaid to an employee, the

amount
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amount so repaid shall be deemed for the purposes - of
income-tax and super-tax to be income of the em-
ployee for that year.

(2) Where any contributions (including interest on
contributions, if any) are repaid to an employee during
his lifetime but not at or in connection with the termi-
pation of his employment, income-tax on the amount
so repaid or paid shall, except in the case of an em-
ployee whose employment was carried on abroad, be
deducted by the trustees of the fund at the average
rate of tax at which the en.ployee was liable to income-
tax and super-tax during the preceding three years or
during such period, ifless than three years, as he was a
member of the fund, and shall be paid by the trustees to
the credit of the Central Government within the pres-
eribed time and in such manner as the Central Board
Deductlon

~ 58T. Where an employer deducts from the emolu- Deductlon
and contribu.

" ments paid to an employee or pays on his behalf any 2pd - contribue

coritributions of that employee to an approved superan. 9f smeloyee to
nuation fund, he shall include all such deductions or return .mlfnder
payments in the return which he is required to furnish
under section 21. .

58U. Ifafund or a part of a fund for any reason Liabliities of
coases to be an approved superannuation fund, the sationofappro-
trustees of the fund shall nevertheless remain liable to
account for tax on any sum paid—

{a) on account of returned contributions (in-
cluding interest on contributions, if any),
and

(b) in commutation or in lieu of annuities,

in 80 far as the sum so paid is in respeot of contribu-
tions made before the fund or part of the fund ceased
to be an approved fund under the provisions of this
Chapter.

b8V. The trustees of an approved superannuation Partleulars to

. be furnlshed In
fund and any employer who contributes to an ap- respect of

proved superannuation fund shall, when required by Pangacnustion
notice from the Income-tax Officer, within twenty-one
days of the date of suck notice — '
(2) furnish to the Income-tax Officer a return
containing such particulars of contributions
made to the fund as the notice may require ;
(b) prepare
73
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(6} prepare and deliver to the Income-tax Officer
a return containing-—

() the name and place of residence of every

person in receipt of an annuity from the
fund,

(17) the amount of the annuity payable to
each annuitant,

(#7) particulars of every contribution (in-
cluding interest on contributions, if

any) veturned to the employer or to
employees ; and

(fv) particulars of sums paid in commutation
ot in lien of annuities ;

{c) furnish to the Income-tax Officer a copy of
the accounts of the fund to the last date
prior to such notice to which such accounts
have been made up, tozether with such
other information and particulars as the

Central Board of Revenue may reasonably
require, ”’ '

Amenament of 77. In sub-section (2) of section 59 of the said Act,
%‘fg?‘fgzgz'. * sub-clause (¢2) of clause (a) shall be omitted, and sub-
/ clause (i¢7) shall be re-numbered (7).

:eg:&ggtg%?tAg{ 78. In section 60 of the said Act,—

X1 of 1022,

{¢) in sub-section (2), after the words ° twelve
_ months ”’ the following words, brackets and
/ figures shall be inserted, namely :—

“or a payment which is under the provisions
of sub-section () of section 7 a profit in
lieu of sulary *’, and

for the words “* such relief as it may think fit »’

/ the words ° the' appropriate relief”’ shall
’ be substituted:;

(b) the following sub-section shall be added,
/ .namely :—3

“(3) After the commencement of the Indian
Income-tax (Amendment) Act, 1939,
the power conferred by sub-section (1)
shall not be exercisable except for the

purpose

L
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.purpose of rescinding an oxemption

reduction  or  modification  already
made.”

. . . ) ‘
79, For section 61 of the said Act the following sec. Substitation of

sidence of every
nuity from the

ity payable to tion shall be substituted, namely :— “ﬁ‘},‘;’i&éﬁ“ .
“61. (I) Any assessee, who is entitled or required i&%ﬁ;{ggﬁsy S

to attend before any Income-tax authority presentative,
in connection with any proceeding under this
Act otherwise than when required under section
37 to attend personally for examination on
oath or affirmation, may attend by a person
authorised by him in writing in this behalf,
being a relative of or a person regularly
employed by the assessee, or a lawyer or
accountant or Income-tax practitioner, and
not being disqualified by or under sub-
section (3).

mtribution (in-
ntributions, if
nployer or tg

1commutation

er a copy of
the last date
such accounts
I with such
culars as the
ay reasonably

(2) In this section,—

() a person regularly employed by the assessee
shall include any officer of a Scheduled
Bank with which the assessee maintains
a current account or has other regular
dealings ;

the said Act,
ed, and sub- ' "

(17) ‘lawyer’ means a Barrister-at-Law or Soli-
citor or any other person entitled to plead in
any Court of law in British Tndia ;

(#i7) ‘ accountant ’ means a registered accountant
enrolled in the Register of Accountants
maintained by the Central Government
under the Auditors Certificate Rules,
1932, or a holder of a restricted certificate
under the Restricted Certificate Rules,
1932, or a member of an association of

- accountants recognised in this behalf
by the Central Board of Revenue ;

‘ds “ twelve
rackets and

3 provisions
" a profit in

y think fit »
lief ” ghal}

be added, " (iv) ‘ Income-tax practitioner ’ means—

(@) any person who, before the l1st day of
she Indian ‘ April, 1938, attended before an Income-
Let, 1939, , tax authority on behalf of any assessee
section (1) _ / - otherwise than in the capacity of an
ot for the employee or relative of that assessee ;

purpose ‘\ (b) any

75
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(b) any person who has passed any acecount.
ancy examination recognised in this be-
half by the Central Board of Revenue ; or

(c) any person who has acquired such educa-
tional qualifications as the Central Board
of Revenue may prescribs for this
purpose.

(3) No person who has been dismissed from Gov-
ernment service after the lst day of April,
1938, shall be qualified to represent an assessee
under sub-section (I) ; and if any lawyer or
registered accountant is found guilty of miscon-
duct in connection with any income-tax pro-
ceedings by the authority empowered to take
disciplinary action against members of the
profession to which he belongs, or if any other
person is found guilty of such misconduct by
the Commissioner of Income-tax, the Commis-
sioner of Income-tax may direct that he
shall be thenceforward disqualified to represent
an assessee under sub-section (I):

Provided that—
(a) no such direction shall be made in respect of

any person unless he is given a reasonable
opportunity of being heard,

(b) any person against whom such direction
is made may, within one month of the
making of the direction, appeal to the Cen-
tral Board of Revenue to have the direction
cancelled, and

(¢) no such direction shall take effect until one
month from the making thereof or, when an
appeal is preferred, until the disposal of the
appeal.”

Amendmentof  80. In sub-section () of section 63 of the said Act,
, ’x”‘i‘h‘%"n?z“é.“‘ for the words ‘‘ association of individuals > the words
/ . “association of persons ’’ shall be substituted.
Amendment of 81. In section 64 of the said Act,—

section 64, Act
X1 of 1925,

* (@) in sub-section () for the word “business”, where
it first oceurs, the words “a business, profession -
or vocation™ shall be substituted ; for the word

¢ business ”’,
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'il ai‘:fl(i: ulr)lg: “bhusiness’’, where it occurs for the second time,
evenue ; or the words “business, profession or vocation”
th ednea. shall be substituted ; and for the words *his ™~
ral Board V principal place of business” the words ‘“the -
for this 4 principal place of his business, profession or
vocation” shall be substituted ;
frg;n Aci)(:-;;- (b) to sub-section (3) the following provisos shall be
Il 8536856 é added, namely :— ~
lawyer or . “ Provided further that the place of assessment
of miscon- shall not be called in question by an assessee
e-tax pro- if he has made a return in response to
1to take ‘ the notice under sub-section (I) of section
rs of the 22 and has stated therein the principal
any other - - place wherein he carries on his business, pro-
mduct by : : , fession or vocation, or if he has not made
Commis- - SR . such a return shal! not be called in question
that he TS after the expiry of the time allowed by the
represent notice under sub-section (2) of section 22
or under section 34 for the making of a return :
Provided further that if the place of assessment is
‘espect of ' ’ - called in question by an assessee the Income-
sasonable » tax Officer shall, if not satisfied with the cor-
' rectness of the claim, refer the matter for deter-
direction mination undei this sub-section before assess-
! of the ‘ ment is made. ‘
the Cen- ‘ 82. In section 66 of the said Act,— Amendment of
. . ' - section6, Ach
direction o ' (@) in sub-seotion (2), the words, figures and letter XL°f 1922
‘ “or of a decision by a Board of Referees
mtil one under seotion 33A” and the words ““or %
when an . decision ”’, in both places where they oocur,
al of the ’ shall be omitted ;
(b) in the first proviso to sub-section (2), the words .
aid Act, and figures “ or section 32 * shall be omitted ; K
e words {c) in the proviso to sub-section (7), the following -
‘ . words shall be added, namely :-— N
“ unless the High Court, on intimation given by
" where the Commissioner within thirty days of the
‘ofession receipt of the result of such reference that
he word he intends to ask for leave to appeal to His
siness *’, Majesty in Council, makes an order a,uthorish}llg
' the .

Rt
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the Commissioner to postpune payment of
such refund until the disposal of the appeal to
His Majesty in Council ”’;

"(d) in clause (a) of sub-section (8), the ﬁords,

“ the North-West Frontier Province and *’ shall
be omitted.

Amengment of ® 83 To sub-section () of section 66A of the said
Acxiof  Act the following proviso shall be added, namely :—

1022,

/ “ Provided that where in any reference heard by
the Bench of the Court of the Judicial Com-
missioner of the North-West Frontier Pro-
vince, a difference of opinion arises between the
Judicial Commissioner and the Judge of the

said Court, the opinion of the Judicial Com-
missioner shall prevail,” '

Additlos of 84." The following shall be added as a Schedule

“to the said Act, narely :—
4 « THE SCHEDULE.
. [See section 10 (7).]

Rures ror THE COMPUTATION OF THE PROFITS AND
GaiNs or INSTRANCE BUSINESS.

1. In the case of any person who carries on, or at
any time in the preceding year carried on, life insurance
business, the profits and gains of such person from
that business shall be computed separately from his
“income, profits or gains from any other business.

2. The profits and gains of life insurance business
shall be taken to be either—

(a) the gross external ineomings of the preceding

year from that business less the management
expenses of that year, or

(b) the annual average of the surplus disclosed by
the actuarial valuation made for the last
inter-valuation period ending befors the year
for which the assessment is to be made, after
adjusting such surplus so as to exclude from
it any surplus or deficit included therein
which was made in any earlier inter-valug-
tion period and any expenditure other than

expenditure
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expendfture which may under the provisions
of section 10 of this Act be allowed for in
. computing the profits and gains of & busines.f;,

whichever is the greater :

Provided that the amount, to be allowed as manage-
ment expenses shall not exceed—

(a) 7% per cent. of the premiums received during
the preceding year in respect of single premium
life insurance policies, plus

(b) in respect of the first year’s premiums received
in respect of other life insurance policies for
which the number of annual premiums received
is lesé than twelve, or for which the number of
years during which premiums are payable is
less than twelve, for each such premium or
each such year 7% per cent. of such first year’s
premiums reccived during the preceding year,
plus

{c) 85 per cent. of the first year’s premiums received
during the preceding year in respect of other
life insurance policies and 8} per cent. of other
premiums received during that year in respect
of all life insurance policies other than single
premium life insuranoe polidies.

3. In computing the surplus for the purpose of
rule 2,—
{(a) one-half of the amounts paid to or reserved
for or expended on behalf of policyholders
shall be allowed as a deduction :

Provided that in the first such computation
made under this rule of any such surplus
no " account shall be taken of any such
amounts to the extent to which they are
paid out of or in respect of any surplus
brought forward from a previous intervalua-
tion period :

Provided further that if any amount so reserved
for policyholders ceases to be so reserved,
and is not paid to or expended on behalf
of policyholders, one-half of such amount,
if it has been previously allowed as a

: deduction,
79
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Jdedudtion, shall be treated as part of the
-~ surplus for the period in which the said
amount ceased to be so reserved ;

(b) any amount either written off or reserved in
the accounts or through the actuarial valua-
tion balance sheet to meet depreciation of
or loss on the realisation of securities or
other assets, shall be allowed as a deduction,
and any sums taken credit for in the accounts
or actuarial valuation balance sheet on ac-
count of appreciation of or gains on the re-
alisation of the securities or other assefs shall
be included in the surplus:

Provided that if upon investigation it appears
to the Income-tax Officer after consultation
with the Superintendent of Insurance that
having due regard to the necessity for
making reasonable provision for bonuses to
participating policyholders and for contin-
gencies, the rate of interest or other factor
employed in determining the lability in
respect of outstanding policies is matberially
inconsistent with the valuation of the
securities and other assets so as artificially
to reduce the surplus, such adjustment
shall be made to the allowance for depre-
ciation of, or to the amount to be included
in the surplus in respect of appreciation
of, such securities and other assets, as -shall v
increase the surplus for the purposes of these
rules tea figure which is fair and just;

{¢) the whole amount of interest received in respect
of any seourities of the Central Government
which Lave been issued or declared to be
income-tax fres shall be deducted.

4, Where for any year an assessment is made
in accordance with the annual average of a surplus
disclosed by a valuation for an inter-valuation period
. exceeding twelve months, then, in computing the tax
& : payable for that year, credit shall not be given in
accerdance with sub-section (5) of section 18 for the tax
. paid in the preceding year, but credit shall be given for

the
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the annual average of the income-tax paid by fleducqon
at source from interest on securities or otherwise during
such period.
+ 5. For the purposes of these rules— .
(¢) ‘ preceding year’' means that year for which
annual accounts are required to be prepared
under the Insurance Act, 1938, immediately
preceding the year for which the assess-
ment is to be made or until the commence-
ment of the Insurauce Act, 1938, the
provious yoar as dofined in scction 2 of this
Aot;
(#) ‘gross exlerual incomings’ means the 'fu.ll
" amount of incomings from interest, divi-
dends, fines and fees and all other incomings
fromm whatever source derived (except
premiums received from policyholders and
interest and dividends on any annuity fund)
and includes also profits from reversions
and on the sale or the granting of annuities,
but excludes profits on the realisation of
securities :

Provided that incomings, including the annual
value of the property occupied by the
asgessee, which but for the provisions of sub.
seotion (7) of soction 10 would have Deen
assessable under section 9 shall be computed
upon the basis laid down in the last named
section, and that there shall be allowed from
such gross incomings such deductions as are
permissible under that section ;

(i) ‘ management expenses’ means the full
amount of expenses (including commissions)
incurred exclusively in the management of
the business of life insurance, and in the
case of a company carrying on other classes
of business as well as the business of life
insuranos in addition thereto a fair propor-
tion of the expenses incurred in the general
management of the whole business, Bonuscs
or other sums paid to or reserved on behalf
ol policyholders, deprecistion of, and losses

on

81
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on the realisation of, securities and
any expenditure other than expenditure
which may under the provisions of
section 10 of this Act be allowed for
in computing the profits and gains of
a business are not management expenses
for the purposes of these rules ; ‘

(iv) “life insurance business’ means life insurance
business as defined in clause (11) of section 2
of the Insurance Act, 1938 ;

(v) ¢ seourities’ includes stocks and shares.

6. The profits and gains of any business of
insurance other than life insurance shall be taken to be
the balance of the profits disclosed by the annual
accounts, copies of which are required under the
Insurance Act, 1938, to be furnished to the Superin- -
tendent of Insurance, after adjusting such balance so
as to exclude from it any expenditure other than expen-
diture which may under the provisions of section 10 of
this Act be allowed for in computing the profits and
gains of & business. Profits and losses on the realisation.
of investments, and depreciation and appreciation of
the value of investments shall be dealt with as provided

in rule 3 for the business of life insurance.

7. The profits and gains of companies carrying on
dividing society or assessment business shall be taken
to be 16 per cent. of the premium income of the
previous year, or in the case of non-resident companies
15 per cent. of the British Indian premium income of
the previous year.

8. The profits and gains of the British Indian
branches of an insurance company not resident in
British India, in the absence of more reliable data,

.may be deemed to be the proportion of the total world
income of the company corresponding to the proportion
. which its British Indian premium income bears to its
total premium income. For the purpose of this rule,
the total world income of life insurance companies not
resident in British India whose profits are periodically
ascertained by actuarial valuation shall be computed
in the manner laid down in these rules for the com-

putation of the profits and gains of life insurance
business carried on in British India.

9. These
82
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9. These rules apply to the assessment of the profits
of any business of insurance carried on by & mutual
insurance company.”’

new section BA

Parnrt I B
85. After section & of the said Act the following Insertton of
~ section shall be inserted, namely :— in Act XI of

1922,

“5A. (I) The Central Government shall appoint "E‘E-li%ugﬁ?e““e

an Appellate Tribunal consisting of not more than ten
persons to exercise the functions conferred on the
Appellate Tribunal by this Act.

(2) The ‘Appellate Tribunal shall consist of an equal
number of judicial members and accountant members
as hereinafter defined.

(3) A judicial member shall be a person who has
exercised the powers of a District Judge or who
possesses such qualifications as are normally required

"'~for appointment to the post of District Judge ; and

an accountant member shall be a person who has, for a
period of not less than six years, practised profes-
sionally as a Registered Accountant enrolled on the
Register of Accountants maintained by the Central
Government under the Auditors Certificate Rules,
1932 :

Provided that the Central Government may appoint
as an accountant member of the Tribunal any person
not possessing the qualifications required by this sub-
gection, if it ig satigfied that he lLas qualifications and
has had adequate experience of a character which
render him suitable for appointment to the Tribunal.

(4) The Central Government shall appoint a judicial
member of the Tribunal to be president. thereof.

{6) The powers and functions of the Appellate
Tribunal may be exercised and discharged by Benches
constituted from members of the Tribunal by the
president of the Tribunal. .

(6) A Bench shall consist of not less than two
members of the Tribunal, and shall be constituted so
as to contain an equal number of judicial members and
accountant members, or so that the number of members
of one class does not exceed the number of members of
the other class by more than one.

N
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(7) If the members of a Bench differ in opinion on
any point the point shall be decided accurding to the
opinion of the majority, if there is a majority ; but if the
members are equally divided, they shall state the point
or points.on which they differ, and the case shall be
referred by the president of the Tribunal for hearing
on such point or points by one or more of the other
members of the Tribunal, and such point or points
shall be decided according to the opinion of the
majority of the members of the Tribunal who have
heard the case, including those who first heard it.

(8) Subject to the provisions of this Act, the
Appellate Tribunal shall have power to regulate its
own procedure, and the procedure of Benches of the

Tribunal in all matters arising out of the discharge of

ite functions, including the place at which the Benches
shall hold their sittings.”

88. In section 28 of the said Act,—

(@) in sub-section (I) and sub-section (2), for the

/ words *‘ or the Commissioner ”’ the words * or

v

-~

Omission of
seotfon 82, Aok
XY of 1922,

Substitution of
new section f

the Appellate Tribunal ”, and for the words
“he may direct ** the words “he or it may
direct” shall be substituted ;

{(b) in sub-section (5), for the words “or a Com-
roissioner who has made” the words “or

the Appellate Tribunal on making ”’ shall
be substituted.

87. Section 32 of the said Act shall be omitted.

88. For section 33 of the said Act the following

gection 35, A% section shall be substituted, namely :—

of 1922
Appeals against
orders of

Hate

Ap
Assistant Com-
missioner,

“33. (I) Any assessee objecting to an order
passed by an Appellate Assistant Commissioner
under section 28 or seotion 31 may appeal
to the Appellate Tribunal within sixty days
of the date on which he is served with notice
of such order.

(2) The Commissioner may, if he objects to any
order passed by an Appellate Assistant Com-
missioner under section 31, direct the Income-
tax Officer to appeal to the Appellate Tribunal

against

[acT vir
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against such order, and such appeal may be
made at any time before the expiry of sixty
days from the date of the order.

(3) An appeal to the Appellate Tribunal ghall
be in the prescribed form and shall be
verified in the prescribed manner, and shall,
excopt in the case of an appeal referred to
in sub-section (2), be accompanied by a fee
of one hundred rupees.

(4) The Appellate Tribunal may, after giving both
parties to the appeal an opportunity of being
heard, pass such orders thereon asit thinks
fit, and shall communicate any such orders to
the assessee and to the Commissioner.

(5) Save as provided in seetion 66 orders passed
by the Appellate Tribunal on appeal shall be
ﬁna,l, 3 .

89. In section 35 of the said Act, sub-sections (£) Amendment of
and (3) shall be renumbered sub-sections (3) and (4), %tg;nlgg’z.“{s
respectively, and the following shall be inserted as
gub-gection (2), namely :— N~
“(2) The provisions of sub-section (I) apply also in

like manner to the rectification of mistakes by

the Appellate Tribunal.

90. In section 37 of the said Act, for the words Amendment of
< fed 3 ¢« . . section 87, Act
“ and Commissioner ”’ the words ¢, Commissioner and XTI of 192%.
Appellate Tribunal > and for the words * or Com- *~
missioner ” in clause (¢) the words *‘, Commissioner or ~

Appellate Tribunal * shall be substituted.

91. In sub-section (2) of section 48 of the said Act, smendment of
for the words *“ The Appellate Assistant Commissioner 579,33, 4%
in the exercise of his appellate powers, or the Com- ~

missioner in the exercise of his appellate powers or

- powers of revision ”’ the words *‘ The Appellate Assistant

Commissioner or the Appellate Tribunal in the exercide
of their appellate powers ** shall be substituted.

92. In
85
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;‘o‘&‘;gg“&%““Agg 92. Tn section 66 of the said Act,—
XTof 1083, (a) for sub-sections (1), (2), (3), (34), (4) and (5)
/ the following sub-sections shall be substituted,

namely :-—
Statement of

f;ggi}:ﬁ) Ap all)?o' (1 )' Within six‘ty da,y.s of the date upon which he
is served with notice of an order under sub-
section (4) of section 33 the assessee or the
Commissioner may, by application in the pres-
cribed form, accompanied where application is
made by the assessee by a fee of one hundred
rupees, require the Appellate Tribunal to refer
to the High Court any question of law arising
out of such order, and the Appellate Tribunal
shall within ninety days of the receipt of such
application draw up a statement of the case
and refer it to the High Court :

Provided that, if, in the exercise of its powers
under sub-section (2), the Appellate Tribunal
refuses to state a case which it has been re-
quired by the assessee to state, the assessee
may, within thirty days from the date on which
he receives notice of the refusal to state the
case, withdraw his application and, if he does
s0, the fee paid shall be refunded.

(2) If on any application being made under sub-
gection (1) the Appellate Tribunal refuses to
state the case on the ground that no ques-
tion of law arises, the assessee or the
Commissioner, as the case may be, may,
within six months from the date on which he :
is served with notice of the refusal, apply to
the High Court, and the High Court may, if
it is not satisfied of the correctness of the
decision of the Appellate Tribunal, require the
Appellate Tribunal to state the case and to
refer it, and on receipt of any such requisition
the Appellate Tribunal shall state the case and
refer it accordingly.

(3) If on any application being made under sub-
goction (I) the Appellate Tribunal rejects it
on the ground that it is' time-barred, the
assesses or the Commissioner, as the case may

be,
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be, may, within two months from the date on
which he is served with notice of the rejection,
apply to the High Court, and the High Court,
if it is not satisfied of the correctness of the
Appellate Tribunal’s decision, may require the
Appellate Tribunal to treat the application
as made within the time allowed under
sub-section (I).

(4) If the High Court is not satisfied that the

statements in a case referred under this section
are sufficient to enable it to determine the
guestion raised thereby, the Court may refer
the case back to the Appellate Tribunal to
make such additions thereto or alterations
therein as the Court may direct in that behalf.

(6) The High Court upon the hearing of any such

- case shall decide the (uestions of law raised
thereby and shall deliver its judgment thereon
containing the grounds on which such decision
is founded and shall send a copy of such judg-
ment under the seal of the Court and the
signature of the Registrar to the Appellate
Tribunal which shall pass such orders as are
necessary to dispose of the case conformably
to such judgment.”’;

(6) in sub-section (6), the words ““on the applica

tion of an assessee *’ shall be omitted ;

(¢) in sub-section (7A), for the words, brackets,

figures and letter *‘under sub-section (3) or
sub-section (34)’’, the words, brackets and
figures ‘‘ under sub-section (2) or sub-section
(3) 7" shall be substituted.




