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_ Txcess Profits Tax under section 3';

“ACT No. XV or 1940.
JfPAS.SED BY THE TNDIAN LEQISLATURﬁ‘] |

{Received the assvent of the Governor General on the
6th April, 1940)

An Act to impose a tax on excess profits aris_ihg out of
certain businesses.

HEREAS it is expedient to impose a tax on excess
profits arising out of certain businesses in the condltlons
prevailing during the present hostilities ;
It is hereby enacted as follows :—

1. (1) This Act may be called the Excess Profits Tax sportuve,

Act, 1940. . SNtentand

(2) It extends to the Whole of British Indla | ment.

" (3) It shall come into force on such date as the Central
Government may, by notification in the official Gazette,
appomt

2. In 'this Act, unless there is anythlng repugnant in the Definitions. -

subject or context,—
(1) “accounting period "’ in relation to any business

‘means—

(@) where the accounts of the business are made up for
. successive periods of twelve months, each of such '
periods ;
(b) in any other cage, such perlod as the Excess Profits .
Tax Officer may determine :

Provided that in determining any accounting period under -
sub-clause (b) the Excess Profits Tax Officer shall have regard
to the period, if any, which is, or has been, determined as the
prev10us year for that busme% for the purposes of the Indian-
Tneome-tax Act, 1922 .

@ “ Appellate Assistant Commlssnoner ” means a person . .
appointed to be an Appellate Assistant Commissioner of.

(8) "average -

8
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(3).“ e;verage amount of capital ™’ ‘means the average
amount of capital employed in any business as computed m
accordance with the Second Schedule ;

(4) * Board of Referees” means a Board of Referees:
appointed under section 3 ; ' :

(5) ““business ” includes any trade, commerce or manu-
facture or any adventure in the nature of trade, commerce or-
manufacture or any profession or voeation, but does -not in-
clude a profession carried on by an individual or by individuals:
in partnership if the profits of the profession depend wholly-
or mainly on his or their personal qualifications unless such:
profession consists wholly or mainly inthe making of con--
tracts on behalf of other persons or the giving to other persons:
of advice of a commercial nature in connection with the-

. making of contracts : '

Provided that where the functions of a company
or of a society incorporated by or under any enactment consist:
wholly or mainly in the holding of investments or other
property, the holding of the investments or property shall be-
deemed for the purpose of this definition to be a business-
carried on by such company or society :

Provided further that all businesses to which this Aot-

-applies carried on by the same person shall be treated as one-
business for the purposes of this Act;

6) * cha,rgeable accounting period ”” means—

(z) any accounting period falling wholly within the'
term beginning on the 1st day of September,.
1939, and ending on the 31st day of March, 1941,.
and o : -
(b) where any accounting period falls partly within and

partly without the said term, such part of that

accounting period as falls within the said term;

(7) - Commissioner ** means a person appointed to be a
‘Commissioner of Excess Proﬁts Tax under section 3}
(8) “company ** means a company as -defined 'in the

Indian Companies Act, 1913, or formed in pursuance of an vir of 1018,

Act of Parliament or of Royal Charter or Letters Patent, or of
an Act of the Legislature of a British possession or of a law
of an Indian State, and includes any foreign association
‘whether incorporated or not which the Central Board of

Revenue
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Revenue ma" by general or special order, declare to be a
- gompany for the purposes of this Act;

(9) *“ deficiency of profits ** means—

() where profits have been made in any chargeable
" accounting perlod the amount by which such
profits fall short: of the standard profits;

(%) where a loss has been made in any chargeable
a,ccountmg period, the amount of the loss added
to the amount of the standard profits ;

(10) “ director ”’-includes any person occupying the posi-
tion of a director by whatever name called and also includes
any person who—

(1) is a manager of the company or concerned in the
management of the business; and

(1) is remunerated out of the funds of the business ; and

(#42) is the beneficial owner of not less than twenty per

_cent. of the ordinary share capital of the company ;

(11) “dividend *’ hag the meaning assigned to the expression
In section 2 of the Indian Income-tax Act, 1922 ;.

(12) “ Exoess Profits Tax Officor’” means a person appoint-
ed to be an Excess Profits Tax Officer under section 3 ;

(13) « income ” has the meaning assigned to the expres-
¢ion in section 2 of the Indian Income-tax Act, 1922 ;

. (14) “fixed rate ” in relation to dividends on share capital,
other than ordinary share -capital, includes a rate fluctuating

“in accordance with the maximum rate of income-tax ;

- (18) K Inspecting Assistant Commissione_r_ ” means a per-

son appointed to be an Inspecting Assistant Commissioner of
- Excess Profits Tax under section 3 ; A ‘

(16) “loss” means a loss computed in the same manner
a8, for the purposes of this Act, profits are to be computed:;
(17) * person ” includes a Hindu undivided family ;

- (18) “ prescribed ” means preqcrlbed by rules made under .
this Act ; :

(19) ‘ profits ** means proﬁts as determmed in accordance
with the First Schedule

(20) ““standard pl_‘oﬁts » means standard profits as com-
puted in accordance with the provisions of section 6 ;

(21) *‘statutory

5
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{21) * statutory percentage >’ means—
(@) in rolation to a business carried on by a body corpo- .
rate (other than a company the directors whereof
“have a controlling interest therein), eight per cent. o
perannum ; :
() in relation to any other busmess ten per. cent. per
' annum :

Provided that in relation to any decrease of capital ‘the
statutory percentage shall be in all cases six per cent. :

Provided further that where the business was commenced
‘on or after the 1st day of July, 1938, the foregoing percent-
ages shall be increased from eight, ten and six per c¢ent. to
ten, twelve and eight per cent., respectively.;

(22) “ written down value ”” has the meaning assigned to
that expression in sub-section (5) of sectlon 10 of the Indlan XT of 1922
Income-tax Act, 1922,

. Excessprofits 8. (I) There shall be the following classes of excess profits
tex authoritles, . authorities for the purposes of this Act, namely :—
(a) the Central Board of Revenue ;-
{b) Comnissioners of Kxcess Profits Tax ; _
(c) Assistant Commissioners of Excess Profits Tax, who
"~ may be either Appellate Assistant Commissioners of
Excess Profits Tax or Inspecting Assistant Commls-
sioners of Excess Profits Tax ;

| . ‘ » (d). Excess Profits- Tax Officers;
o (¢) Boards of Referees.

(2) Every Commissioner of Excess Profits Tax, Appellate
Assistant Commissioner of Excess Profits Tax, Inspecting.
Assistant Commissioner of Excess Profits’ Tax and Excess
Profits Tax Officer shall be a person who is exerclsmgkthe
functions of Commissioner of Income-tax, Appellate Assistant
Commissioner of Income-tax, Inspecting Assistant Commis- -
sioner of Income-tax and .Income-tax Officer, respectwely, x[Vot 1028, °
under the Indian Income-tax Act, 1922, . , :

(3) The Central Board of Revenue shall, subject to the
provisions of sub-section (2}, appoint such persons as Comrmnis-
sioners of Excess Profits Tax, Appellate Assistant Commis-
sioners of Excess Profits Tax, Inspecting Assistant Commis-
sioners of Excess Profits Tax and Excess Profits Tax Officers

‘ A ' us it
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- as it thinks ﬁt and such persons sﬁaﬂ perform. their functions

: a,sslgn to them

Provided that such directions shall be made entirely at the
discretion of the Central Board of Revenue, and, in particularg
it shall be competent for that Board to assign a case or class
of cases to an officer who is not exereising in respect of that.
case or class of cases the corresponding functions in relatiom

, to the charge of income-tax under the Indian TIncome-tax ' i
Xlot1022,  Act, 1922. ' o

SN UL

(4) All officers and persons employed in the execution of
this Act shall observe and follow the orders, instructions and
directions of the Central Board of Revenue.;

“ Provided that nothing in this sub-section apphes to a
Board of Referees:

Provided further that no such orders, instructions or
directions shall be given so as to interfere with the discretion

of the Appellate Assistant Commissioner in the exercise of
his appellate functions. '

(5) A Board of Referees shall consist of not less than three
and not more than five persons, of whom not less than one-
half shall be non-officials having business experience, and one
shall be a judicial officer who has exercised the powers of a
District Judge or who possesses such qualifications asare
normally required for appointment to the post of District

Judge, and who has held judicial office for a period of not
less than ten years,

(6) Subject to the provisions of sub-secti'on ), the Oentral
 Government may make rules regulating the formation,
composition and procedure of Boards of ‘Referees.

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

respect of any business to which this Act applies, be charged,

levied and paid on the amount by which the. profits during

any chargeable accounting period exceed the standard profits

a tax (in this Act referred to as ‘‘ excess profits tax ) which

) shall, in respect of any chargeable accounting period ending

: on or before the 81st day of March, 1941, be equal to fifty

per cent. of that excess and shall, in respect of any chargeable -
accounting period beginning after that date, be oqual

to such percentage of that excess as may be fixed by the
annual Finance Act:

¥
o
i
5 -
1

o~

Provided
9




Excess Profits Tax - Jacr xv

Provided that any profits which are, under the provisions
of sub-section (3).of section 4-of the-Indian Tneome-tax Aob, xr of 1922
1922, exempt from income-tax, and all profits from any busi: -
" ness of life insurance shall be totally exempt from excess
proﬁts tax under this Act.

tgtylloﬁlon of §. This Act shall apply to every business of which any part
of the profits made during the chargeable accountmg period is
chargeable to income-tax by virtue of the provisions of
sub-clause (¢) or sub-clause (@) of clause (b) of sub-section
{(Z) of section 4 of the Indian Income-tax Act, 1922, or of
clause (c) of that sub-section :
Provided that this Act shall not apply to any businegs the
whole of the profits of which accrue or arise without British
India where such business is carried on by or on behalf of a per-
son who is resilent but not ordinarily resident in British
India unless the business is controlled in India : -
Provided further that where the profits of a part only of a
business carried on by a person who is not resident in British
Tndia or not ordinarily so resident acerue or arise in British
India or are deemed under the Indian Income-tax Act, 1922, so XT of 1922, .
L o to acerue or arise, then, except where the business being the . |
business of a person who is resident but not ordinarily resident _
in British India is controlled in India, this Act shall apply
only to such part of the business, and such part shall for all
the purposes of this Act be deemed to be a separate business.

XIof 1922,

Standard pro- 6. (I) For the purposes of this Act, the standard profits
s of a business in relation to any chargeable accounting period
shall, subject to the provisions of sub-sections (3) and . 4 :
~(4), be an amount bearing to the profits of the business
during the standard period, if in respect of that business S
& standard period is available, the same proportion as the
" chargeable accounting period bears to the standard period :
" Provided that if the average amount of capital employed
in the business during such chargeable accounting period is
greater or less than the average amount of capital employed ’ ,
during the standard period, such amount shall be increased = i
or decreased, as theé case may be, by an amount caleulated C
- by applying the statutory percentage to the amount of such
increase or decrease : , ,
Provided further thatin the caseof a business which was

- ‘ commenced on or after the 3lst day of March, 1936, the
) standaxd
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standard profits shall, at the option of the person carrying on

“the ‘business, ha an amotint. caleulated -by  applying - tho
statutory percentage to the average amount of capital

‘employed in the business during such chargeable acoountmg
period,

(2) For the purposes of this section the standard perlod

‘shall, at the option of the person carrying on the business,
‘be— ‘

(@) the “previous year” as determined under section 2 of
the Indian Income-tax Act, 1922, for the purpose of
the income-tax assessment for the year ending on
the 31st day of March, 1937, or the previous year as
so determined for the year ending on the 31st day
of March, 1938; or

iR

(b) the * previous year ,
ending on the 31st day of March, 1937, and that for
the year ending on the 31st day of March, 1939 ; or

{c) the * previous year ” as so determined for the year
ending on the 31st day of March, 1938, and that for
the year ending on the 31st day of March, 1939 ; or

(d) the ¢ previous year ” as so determined for the year
ending on the 31st day of March, 1939, and that for
the year ending on the 31st day of Marck, 1940 :

Prov1ded that in no case shall any period of less than

" nine months be taken as a standard period.

(3) If, within the period specified in fhe notice isswed
under sub-section (I) of section 13, the person carrying on the

business makes an application to the Excess Profits Tax Officer

in this behalf, the Excess Profits Tax Officer - shall refer -
" the application to the Board of Referees, and if the Board

is satisfied that during the standard period the profits
of the business were less than might at the beginning of that
period have been reasonably expected, it may direct
that the standard’ profits shall be computed as if the profits
during the standard perlod were such greater amount - as ‘it
thinks just :

Provided that such amount, shall not exceed the statutory
percentage of the average amount of the capital employed
in the business unless the Board is sé,tisﬁed that owing to

. ' ' some
9
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T o,

~some speclﬁc cause peculiar to the business it is just that &

(4) The standard profits shall be taken to be rupees
thirty-six thousand in any case in which the standard ‘profits.
B - éomputed in accordance with sub-section (1) are less than this.
' gum : ' ' : S .

Provided that if the chargeable accounting -period is-
greater or less than one year the sum of rupees thirty-six
thousand shall for the purpose of this sub-section be increased
or decreased - proportionately.

(5) Where the standard period includes any -period prior

to the commencement of Part IIT of the Government of India.

Act, 19385, during which Burma was part of British India,

_ there shall, in computing the standard profits of a business:

Lo under this section, be excluded from the profits of the business.

o during the standard period so much of such profits as arose:

or accrued or were received in Burma unless such profits are-

also included in the profits of the business during the charge-
able accounting period.

Relef onocour- 7. Where a deficiency of profits oocurs in any chargeable-
rence of defici- . . . . : . - o
_ency of profits, accounting period in any business, the profits of the business. :
: chargeable with excess profits tax shall be deemed to be
reduced and relief shall be \granted in accordance with the

following provisions :—

(@} the aggregate amount of the profits so cha,rgea,ble
for the previous chargeable accounting periods shallk
be deemed to be reduced by the amount of the
deficiency of profits and the amount of exoess
profits tax ‘payable in respect thereof shall be:
deemed to be reduced accordingly and the relief
necessary to give effect to the reduction shall be
given by repayment or otherwise ;

(b) where the amount of the deficiency of proﬁts exoeeds
the aggregate amount of the profits so chargeable
for the previous chargeable accounting periods,
or where there is no previous chargeable accounting
period, the balance of the deficiency of profits
or the whole of the deficiency, as the case may be, ‘
shall be applied in reducing any - profits so charge- §
able for the next subsequént chargeable accounting
period, and if and so far as it exceeds the amount of

those

grontor- amount should be allowed. =~ o SR
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those profits, any profits so chargea,ble for the next
subsequent chargeable accounting period and so on. ,

. 8. (1).As froin the date of any change in the person _s,smeﬁmlggg
""camrymg on & business, the business shall, subject to the :
provisions of this section, be deemed for all the purposes of
this Act except for the purposes of determining the amount
of the statutory percentage to have been discontinued, and

a new business to have been commenced.

(2) Where the change took place before the Ist day of
September, 1939, and consisted in the death or retirement of a
partner, or the ta,kmg in of a partner, the persons carrying
on the business after the change may, by notice given in
writing before the prescribed date to the Excess Profits
Tax Officer, elect that, for the purposes of the provisions
of this Act relating to the computation of standard profits,
the business shall not be deemed tu have been discontinued:

(3) A business shall not, for the purposes of the provisions
of this Act relating to the computation of standard profits, be
deemed to be discontinued by reason ofany change ooccur-
ring on or after the 1st day of September, 1939, in the persons
carrying it on, and.the standard profits of the business in

‘relation to any chargeable accounting period shall be com-
puted accordingly, and, in - particular, in computing the
capital employed in the business after the change, no regard
shall be had to any consideration given in respect of the
transfer of the business or any of the assets thereof on the
occasion of the change.

(4) Where, on or after the 1st day of September, 1939, two
or more businesses-are amalgamated, the resulting business
shall be treated for the purposes of the provisions of this
Act relating to the computation of standard profits as if— : , ‘

(a) it had been in existence throughout the period during
which there were in existence any of the former
businesses ;

(b) any profits made or losses incurred or capital em-

~ ployed in any of those former businesses had been

" made, iucurred or employed in the resulting

business ; and

(c) any assets of any of those former businesses had

become assets of the resulting business when they
became assets of the former business; _

and,

11
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and, in particular, in computing the capital employed in the
resulting business, no regard shall be had to any considera-
tion given in respéct of the transfer of any of those former

amalgamatlon
(5) Where, on or after the 1st day of September, 1939, part

. -of a business is transferred as a going concern by the person

theretofore carrying it on to another person, the part brans-

ferrcd and the part nol transferred .shall each be deemed

for the purposes of the provisions of this Act; relating to the
computation of standard profits to be a continuation of the
original business, and the said provisions, including the

_provisions of this section relating to amalgamations, shall

apply accordingly, subject to any necessary modifications :

Provided that, for the purposes. aforesaid, such appor-
tionments shall be made of the profits made, and losses

incurred, and the capital employed, in the original business, -

and of any assets of the original business as may appear to
the Excess Profits Tax Officer, or on appeal in the prescribed

time and manner to the Board of Referees to that - Board

40 be just,

(6) Notmthstandmg anything in the foregomg provisions
of this section, where a business was carried on immediately
before the 1st day of April, 1936, and that business, or the

~-main part of that business, was transferred after the said

day and before the 1st day of September, 1939, by the person
carrying it on to another person, the Excess Profits Tax
Officer, if he is satisfied that the business carried on after the
transference was not substantially different from the
business or part transferred, shall, on the application of the
person carrying on the business uafter the transference,

businesses or any of the assets ‘Therdof on the ottaxion ‘of the Ll

treat that person, for the purposes of the provisions of this

Act relating to the computation of standard profits, as if he
had carried on the transferred business or part of the business
as from the date of the commencement of that business,

tions as respects the computation of capital) as he may
consider just.

(7) Where, on or after the 1st day of September 1939, a
partner in a firm carrying on a business to which this Act
applies d1es, then notmthstandmg anything contained in

sub section (1)
12

_ subject, however, to such modifications (including modifica- -
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profits of any chargeable accounting period under section 7,
be carried forward and applied in reducing any profits from

- the same business carried on by the surviving partner or

partners in the first chargeable accounting period after the
death of the partner, and if and so far as it exceeds the
amount of those profits, in reducing any profits from such
business in the next subsequent chargeable accounting period
and so on. ‘ ’

- 9, (I) Where any interest, annuity or other annual
payment, or any royalty or rent, is paid by one company
to another company, and one of those companies is a subsi-
diary of the other, or both are subsidiaries of -a third
company, the capital, profits and losses of both companies

-shall be computed for the purposes of this Act as if—

(@) the interest, ,a,nnﬁity, annual payment, royalty or
rent were not payable ; :

(b) any debt in respect of which any such interest is
payable did not exist ; and

(¢} any asset in respect of which any such royalty or
rent is payable were the property of the company
paying the royalty or the rent. :

(2) Where—

(@) a company (hereinafter referred to as ‘‘ the principal

company *’) is resident in British India and is not a

- subsidiary of any other company resident in British
India ; and

(b) during the whole or any part of any chargeable
.accounting period of the principal company,
another company, whether or not resident or.
carrying on business within British India (here-
inafter referred to as ‘‘ the subsidiary company )
is a subsidiary of the principal company,

the following provisions of this section shall, subject to the
provisions of section 5, have effect in relation ‘to that
chargeable accounting period. '
' 3) It

13

‘sub-section (I) any deficiency of profits in respect of any
. chargeable accounting period ending on or before the date of
his death shall, if it has not been fully applied in reducing the .

Inter-conneote
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(3) If the subsidiary company -is’a subsidiary of the
principal company throughout the chargeable accounting

period, such capital employed in, and profits or losses arising
from, the business of the subsidiary company as is employed
or arise in—

(7) the chargeable a.ccountmg penod or

(¢4) any year constituting or comprised in the standard

- period of the principal company,

shall be treated for the purposes of this Act as if it or they
were capital employed in, or as the case may be, profits or
losses arising from, the business of the principal company.

- (4) If the subsidiary company is a subsidiary of the
‘principal company during part only of the chargeable
accounting period, the excess or deficiency of profits of the
subsidiary company for that part of that period shall
be treated as increasing or, as the case may be, decreasing the
excess or deficiency of profits of the principal company for
the whole period and shall not be deemed to be an excess or
deficiency of profits of the subsidiary company.

In this sub-section, the expressions *‘ excess ’’ and ** defi-
ciency ” mean, in relation to profits, an excess or deficiency
io relation to the standard profits of the subsidiary company
or, as the case may be, the principal company.

(5) In any case to which sub-gection (3) or sub-section

(4) applies, such alteration, if any, of the periods whioch
~would otherwise be the chargeable accounting periods of the

subsidiary company shall be made as the Central Board
of Revenue may direct.

(6) For the purposes of this section, a company shall be

deemed to be a subsidiary of another company if and

80 long as not less than nine-tenths of its ordinary share
~ capital is owned by that other company, whether directly or
- through another company or other companies, or partly

directly and partly through another company or other
companies,

(7). The amount of ordinary share capital of one company
owned by a second company through another company or

- other companies, or partly directly and partly through

another company or other companies shall be determined
in accordance with the prowslons of the Third Schedule.

14
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(8) In this section and the Third Schedule referenses to
ownership shall be construed as references to beneficial
ownership, and the expression ‘ordinary share oapital”,
in relation to a company, means all the issued " share capital
(by whatever name called) of the company, other than oapi-
tal the holders whereof have a right to a dividend at a

" fixed rate buthave no other right to share in the proﬁts of
the company.

'(9) The prineipal company shall be entitled to allocate to
its subsidiary company or companies the respective propor-
tionate shares of the excess profits tax payable by the whole
group.

(10) The excess profits tax payable by virtue of this .
section by the principal company in respect of the profits
of any subsidiary company shall, for the purposes of
section 12, be deemed to have been paid by the subsidiary
company and not by the principal company..

10. (I) A person shall not for the purpose of reducing Aftifctal
‘any excess profits which are or would be chargeable to
- excess profits tax enter into a fictitious or artificial transac-
tion, or carry out any fictitious or artificial operation. ‘
Ezplanation.—For the purposes of this section an artificial
transaction or operation includes every device of whatever
nature adopted for the purpose of presenting the accounts
-of a business in a misleading form or manner with intent to
evade or having the effect of evading any obligation imposed
by this Act.
(2) Any such transaction or operation shall be treated as

null and void for the purpose of computing the excess profits
tax payable under this Act,

(3) If the Excess Profits Tax Officer is satisfied that any
person has acted in contravention of the provisions of sub-
section (1), he may with the previous approval of the Inspect-
ing Assistant Commissioner direct that such person shall
pay, in addition to any excess profits tax for which he is or
would, but for such transaction or operation, be liable,
& penalty not exceeding the tax evaded or sought to be evaded.

11. {Z) The Central G Government may by notification in the Reljef in res-
pect of double
official Gazette make provision for the granting of relief in :gceﬁ; profits
cases where both excess profits tax under this Act and excess xé °
profits tax under any law in force in the United Kingdom, in.
' any
15
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any Indian State, or in any other part of His Majesty’s Do-

£ - minions have been paid upon the profits of ary business

: ' if it appears to the Central Government that the laws of the

. United Kingdom or of that Indian State or of that other part
of His Majesty’s Dominions provide for corresponding relief
in respect of excess profits tax charged on profits both in the -

. United Kingdom or in that State or in that pa rt and in British
India :

Provided that where- under section 19 of the Finance
(No. 2) Act, 1939, national defence contribution has been & Bfee. %
paid in the United Kingdom in lieu of excess. profits tax,
*. that portion of the national defence contribution so paid
which is equal to the excess profits tax which would other-
- wise have been payable shall, for the purposes of this sub-
~ section, be deemed to be excess profits tax paid in the
. United Kingdom. '

- ~ {2) If any person, who has paid excess profits tax under
this' Act for any chargeable accounting period in respect of
profits arising outside India in a country the laws of which do
not provide. for any relief in respect of excess profits tax
charged in British India, proves that he Lias paid excess profits
tax under the laws of the said country in respect of the same
profits, he shall be entitled to the deduction from the excess
profits tax payable in British India of a sum equal to one-
half thereof or to one-half of the excess profits tax payable

\ o in the said country, whlchever is the less.

:fcga‘g“?gm‘;f 12. (1) The amount of the excess profits tax payable. in
,{::“;‘og"m“;%gﬁ respect of a business for any chargeable accounting period - J‘
l‘)““’mz's':ax diminished by any amount allowable by way of relief under the !

provisions of section 11, shall, in computing for the purposes
of income-tax or super-tax the profits and gains of that

business, be aﬂowed to be deducted as an expense incurred in
that period. :

|

]

-{2) There shall also be so deducted ’ohe amount of any !
excess profits tax payable under any law in force in a country . i
outside British India on the profits of the business in respect |
of any chargeable accounting period to the extent that such |
profits arose in the said country, after diminishing such
amount by any amount which is allowable by way of relief
by repayment, set off or otherwise under any law in the

country
16
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been charged in British India :

" js.given by way of repayment from excess profits tax charge-

~ manner requiring the production of such further accounts,

wgountry where the tax is payable providing for the granting
" of relief in that country where excess proﬁts tax has also

Prov1ded {hat “where, under the provmons “of this Aot
relating to deficiencies of profits or under any corresponding
Jaw in force in the said country without British India, relief

able for any chargeable accounting period previous to that in
which the deficiency occurs, the amount of the deduction
allowed under sub-section (1) or sub-section (2) shall not be
“altered, but the amount repayable shall be taken into account
in computing the profits and gains of the business for the :
purposes of income-tax as if it were a profit of the business
accruing in the chargeable accounting period in which the ‘ i
deficiency of profits occurs.

13. (1) The Excess Profits Tax Officer may, for the pur- Tssus of notloe

r asseasment,

poses of this Act, require any person whom he believes to be '
engaged in any business to which this Act applies, or to have
'been so engaged during any chargeable accounting period, or
to be otherwise liable to pay excess profits tax, to furnish
-within such period, not being less than sixty days from
the date of the 'service of the notice, as may be spe-
dified 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 provided for in the notice)
with respect to any chargeable accounting period specified -
‘in the notice the profits of the business and the standard

profits of the business as computed in accordance with the .

provisions of section 6 or the amount of deﬁcwncy a,vmlable
for relief under section 7 :

~ Provided that the Excess Profits Tax Oﬁic_ér may, in hié S -
discretion, extend the date for the delivery of the return. o

(2) The Excess Profits Tax Officer may serve on any
person, upon whom a notice has been served under sub-
section {I), a notice requiring him on a date to be fherei_n
specified to produce, or cause to be produced, such accountab _ i
“or documents as the Excess Profits Tax Officer may require S |
and may from time to time serve further notices -in like,

or. documents or other evidence as he- may require :

Provided
17
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- Provided that the Excess Profits Tax Officer shall not

require the production of any accounts relating to a period

.. prior to the ““ previous year ” a3 determined under section’
"9 of the Indian Income-tax Aot, 1922, for the purpose of the XT otless.
income-tax assessment for tho year endmg on the 3lst day o
of March, 1937. o ,‘

sstemsments. 14, (1) The Excess Profits Tax Oﬂicer shall, by an order
in writing after considering such evidence, if any, as he has -
required under section 13, assess to the best of his judg-

" ment the profits liable to excess profits tax and the amount of
excess profits. tax payable on the basis of such assessment,
or if there is a deficiency of profits, the amount of that
deficiency and the amount of excess profits tax,. if any;
repayable and shall furnish a copy ot such order to the person -
on whom the assessment has been made.

(2) Excess profits tax payable in respect of any charge-
able accounting period shall be payable by the person carry-
ing on the busiriess in that period.

(3) Where two or more persons were. carrying on the busi*
ness jointly in the chargeable accounting period, the assess-
ment shall be made upon them jointly and, in the case of a.
partnership, may be made in the partnership name, .

' (4) Where by virtue of the foregoing provisions an assess--
ment could, but for his death, have been made on any person-
either solely or jointly with any other person or persons, the-
assessment may be made on his legal representative either-

_solely or jointly with that other person or persons a8 the:
‘case may be,

mgmﬁc‘:& 15. If, in consequence of definite information whlch hasg-
come into his possession, the Excess Profits Tax Officor dis-
covers that profits of any chargeable accounting periodf
chargeable to excess profits tax have escaped assess.- ' i
ment, or have been underassessed, or have been the sub--
ject of excessive relief, he may at any time within five years.
of the end of the chargeable accounting period in question
serve on the person liable to such tax a notice containing all:
or any of the requirements which may be included in a notice
under section 13, and may proceed to assess or re-assess the- :
amount of such ‘profits liable to excess profits tax and the: b
pr‘iiyisions‘ of this Act shall, so far as may be, apply as if the
notice were a notice igsued under that section.

T O T

le. I
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16. If the Excess Profits Tax Officer, the Appellate Ponalties,
- Assistant Commissioner or the Commissioner, in the course
.of any proceedmgs under this Act is satisfied that any person

has, without reasonable cause, failed to furnish the return
required under sub-section (I) of section 13, or to produce or
cause to be produced the accounts or documents or other
evidence required by the Excess Profits Tax Officer under

sub-section (2) of that section, or has concealed particulars of -

the profits made by or capital employed in the business, or
has deliberately furnished inaccurate particulars of such pro-

-fits or capital, he may direct that such person shall pay by

way of penalty, in addition to the amount of any excess profits
tax payable, a sum not exceeding—

(@) where the person has failed to furnish the return
required under sub-section (I) of section 13, the
amount of the excess profits tax payable ; and

"(b) in any other case, the amount of excess profits tax

which would have been avoided if the return made »

had been accepted as correct :
Provided that the Excess Profits Tax Officer shall not

~ impose any penalty under this section without the previous

-approval of the Inspecting Assistant Commissioner.

17. (I) Any person aggrieved by a decision madé in Appeass,

pursuance of section 8, or objecting to the amount of excess
profits tax for which he is liable as assessed by the Excess

. Profits Tax Officer or denying his liability to be assessed under

this Act, or objecting to any penalty imposed by the Excess
Profits Tax Officer, or to the amount of any deficiency of pro-

- fits as assessed by the Excess Profits Tax Officer, or to the

amount-allowed by the Excess. Profits Tax Officer by way of
relief under any provision of this Act or to any refusal by
the Hxcess Profits Tax Officer to grant relief may &ppe&l to
the Appellate Assistant Commissioner :

Provided that no appeal shall lie against a determination

- of the amount of the profits of any standard perlod where

those profits have been determined in accordance with the
first proviso to rule 1 of the First Schedule except in respect
of adjustments made under the provisions of that Schedule :

Provided further that no appeal shall lie under this section
agamst any apportlonment made by the Excess Profits Tax
Officer

19.

SN |
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> ©fficer under the proviso to sub- section (5) of section 8 or
against any decision of the Board of Referees under sub- :
o oo, 8ection (3) of section 6...

(2) An appeal shall ordlnarlly be presented W1th1n forty-
“five days of receipt of the notice of ‘demand Trelating to the
_ ‘assessment or penalty-objected to, or in the case of an appeal
- . ‘against the assessment of a deficiency of profits, within forty-

' five days of the receipt of the copy of the order determining

the deficiency, or in the case of an appeal against the amount
of a relief granted or a refusal fo grant relief, within forty-ﬁve
days of the receipt of the intimation of the order granting or
refusing to grant the relief, but the Appellate Assistant
‘Commissioner may admit an appeal after the expiration of
that period if he is satisfied that the appellant had sufficient
eause for not presenting it within that period.

_ (3) An appeal shall'be in the prescr1bed form and shall be
verified in the prescribed manner.

(4) The Appellate Assistant Commissioner shall hear aud
_determine the appeal and, subject to the provisions of this
~ Act, shall pass such orders as he thinks fit, and such orders

may include an order enhancing the assessment or a penalty :

Provided that an order enhancing an assessment or o
penalty shall not be made unless the person affected thereby
Jas been given a reasonable opportuity of showing cause
against such enhancement.

' (5) The procedure to be adopted in the hearlng and det;er-
mination of appeals shall be in accordance with the rules
made in this behalf by the Central Board of Revenus, _
Eppos: 18. (1) Any person objecting to an order passed by an
mmﬁ“'}“ Appellate Assistant Com.nissioner imposing on him a penalty
' P"g‘%" Aﬂ:t' under section 16 or enhancing his assessment or enhancing:
.a penalty under section 17 may appeal t0 the Commissioner
Gnssessments within thirty days of the date on which he was served with
notice of such order. :
" (2) Tn disposing of the appeal the Commissioner may, after -
gwmg the appellant an opportunity of being heard, paSs such -
erders thereon as he thinks fit.
(3) On the coming into operation of Part II of the Ind1an
" Income-bax (Amendment) Act 1939, this section shall cease 0 virortose, !
' have eﬁ'ecb :
: 19‘ (I) The
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19. (1) The Commissioner may of his own motion call Powet of revis
for the record of any proceeding under this Act which has sion- i
been taken by any Excess Profits Tax Officer or Appellate - - - . - -
,_Asmst.ant. Commissioner subordinate to him, and on recelpt ' '
of the record may make such enquiry, or cause such enquiry
- £0 be made, and, subject to the provisions of this Act, may . T
pass such orders thereon (including an order enhancing an ' ‘
assessment) as he thinks fit : _
Provided that he shall not pass any order prejudicial
to a person to whose business this Act applies without hear-

- ing him, or g1v1ng him a reasonable opportunity of being ‘ o
heard. '

(2) "On the coming into operation of Part II of the Indian -
VI1of1039. Income-tax (Amendment) Act, 1939, sub-section (I) shall
ceage to have effect, but thereafter any Excess Profits Tax
Officer or any person in respect of whose business an order ,
under section 14 has been passed who objects to an-order ‘ oo
passed by an Appellate Assistant Commissioner under ' ;
section 16 or section 17 may, within the prescribed time . |
and in the prescribed manmer, appeal against such order .
to the Appellate Tribunal constituted under the Indiar , A
. Income-tax Act, 1922, and that Tribunal shall have all
such -powers in disposing of the appeal as it has in

: respect of appeals preferred to it under the Indian Income-
[ oXLof1922-  tax Act, 1922.

20. The Commissioner may, at any time within four years Rectifiontios
from the date of any order passed whether by himself or by -
any Appellate Assistant Commissioner or Exeess Profits Tax
Officer under this Act, rectify any mistake in any evidence
recorded during assessment or appellate proceedings, or any
mistake apparent from the record and shall within the like
_period rectify any mistake apparent from the record which

has been brought to his notice by a person to whose business
this Act applies : :

. Provided that no such rectification shall be made_baving
the effect of enhancing the liability of any person unless that

person has been given a reasonable opportunity of being
heard.

21. The provisions of sections 4A 4B 10, 13, 24T, sppiteationat
99, 36 to 44C (inclusive), 45 to 48 (inclusive), 49E, 49T, R ¥ sf 1oee
- 50, 54, 61 to 63 (inclusive), 65 to 67A (inclusive) of the Indian

Income-tax

21
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Income-tax Act, 1922, shall apply with such modifications, XI of 1922,
if any, as may be prescribed as if the said provisions were
provisions -of this-Acb and. referred- to-excess profits tax = -

" instead of to income-tax, and every officer exercising powers

under the said provisions in regard to income-tax may
exercise the like powers under this Aot in regard to excess

- profits tax in respect of cases assigned to himi under sub-

section (3) of section 3 as he exercises in relation to income-

tax under the said Act:

- Encome-tax
Papers to bo
g&aﬂuble for .

€ purposes ¢
this Aot.

T ailure to dell-
vor returns of

. statements.

False state-
ment.and de-

. siaration,

.- Tnstitution of

Proceedings and
eomposlition of
offences.

Provided that references in the said provisions to the as-
sessee shall be construed as references to a person to whose
business this Act applies.

22. (1)) Notwithstanding anything contained in the
Indian Income-tax Act, 1922, all information contained XI ef 1022,
in any statement or return made or furnished under the pro-
visions of that Act or obtained or collected for the purposes
of that Act may be used for the purposes of this Act,

(2) All information contained in any statement or return
made or furnished under the provisions of this Act or ob-
tained or collected for the purposes of this Act may be used :
for the purposes of the Indian Income-tax Act, 1922, XI of 1922,

23. If any person fails, without reasonable cause or excuse,
to furnish in due time any return or statement, or to produce,
or cause to be produced, any accounts or documents required
to be produced under section 13, he shall on conviction by
a Magistrate be punishable with fine which may extend to
five hundred rupees, and with a further fine which may extend

‘to fifty rupees for every day during which the default con.

tinues,

24. If & person makes in any return required under section
13 any statement which is false, and which he either knows
or believes to be false, or does not believe to be true, he shall
be punishable on conviction by a Magistrate with simple
imprisonment which may extend to six months, or with fine
which may extend to one thousand rupees, or with both.

25. (I) A person shall not ’be.proceeded against for an

offence under section 23 or section 24 except at the instance
of the Inspecting Assistant Commissioner. -

(2) No prosecution for au offence punishable under

section 23 or section 24 or under the Indian Penal Code XLV of 1840,

shall
22
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shall be instituted in respect of the same facts as those in

* reapect of Whlch a penalty has been imposed under this
"~ Act.

(3) The Inspecting Assistant Commissioner. may, either - -

‘before or after the institution of proceedings, compound any
o offence punishable under section 28 or section 4.,

8. (I) If the Central Board of Revenue is satisfied in the Power of gen-

Board of
case of any business that special circumstances exist which Hovemio o
grant rellefIn

render it inequitable that the standard profits of the business Spectal cases, -

in relation to any chargeable accounting period should be

. ‘computed in accordance with the provisions of sub-section

(1) of section 6, and that no relief or insufficient relief has
been granted under the provisions of sub-section (3) of that

~ section, the Central Board of Revenue may direct that the

standard profits of the business shall be- computed to

be such greater amount as the Central Board of Revenue
thinks just ;.

Provided that such amount shall not exceed the statutory
percentage of the average amount of the capital eriployed in
the business unless the Central Board of Revenue is satisfied

' that owing to some specific cause peculiar to the business it

is just that a greater amount should be allowed and that
the relief, if any, afforded by the Board of Referees under

sub-section (3) of section 6 is inadequate.

(2) Without prejudice to the generality of the proviéions

~of sub-section (I) the Central Board of Revenue shall, in
- considering the making of a direction under that sub-section,
~ have regard to the following circymstances, namely :—

(@) that the capital employed in a business commenced
on or after the lst day of July, 1938, is so
- small in relation to the volume of the activities of
the business that to compute the standard profits
in accordance with the provisions of section 6 would
be inequitable, taking into account the normal
. profits made in similar businesses;

- {b) that owing to the nature of the business heavy ex-
penditure by way of preliminary expenses or-
expenses in connection with experimental or deve- ‘
lopment work has been incurred in accounting

periods
23
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periods closely preceding the. chargeable account-.

ing period and that during the chargeable account-

ing period such expenditure would normally

- _fall to be written off Wholly or partly in the books.
of the person chargeable to excess profits tax ;.

{c) that the business 13 of a pioneer nature; that is to
say, is concerned with an industrial process or a-
form of inanufacture or production not undertaken.
in British India before the 1st day of April, 1932,
and has not been in existence long enough to.
have paid income-tax for the previous year as
determined for the purpose of the income-tax:
assessment for the year beglnnmg onthe lst day
of April, 1937

(3) If the Central Board of Revenue is satisfied that the.
computation in accordance with the provisions of Schedule T
of the profits of a business during any chargeable accounting
period would be inequitable, owing to any of the following
c1roumsta,nces namely :—

(a) any postponement or suspension, as a consequence
of the present hostilities, of renewals or repairs, or-

" (b) the provision of buildings, plant or machinery which.
will not be required for the purposes of the business.
after the termination of the present hostilities, or

(¢) difficulties in bringing into British India income aris-
ing outside British India wheré the country in
which the income accrued prohibits or restricts:
by its laws the remittance of money to British
India, and loss in the remittance to British India

- of such income because of fluctuations in the rate

of exchange between that country and British-
India ;

the Centra,l Board of Revenue may direct that such allowances
shall be made in computing the profits of the business during
that chargeable accounting period as the Central Board of
Revenue thinks just :

Provided that in making such. direction the Central Board
of Revenue may impose such conditions as it deems appro-
priate. '

27. (1) The
24
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27. (1) The Central Board of Revenue may, subject to the Power to make
control of the Central Government, make rules for carrying
out the purposes of this Act.

(2) Without prejudice to the ﬁenera,hty of the foregomo' .
p(lwtu such rules may—

(a) prescmbe the procedure to be followed on appeals,
applications for rectification of mistakes, and
applications for refunds ;

(b) provide for the adaptation to excess profits tax of
any of the provisions of the Indian Income-tax
X1 0119022, Act, 1922, which are made applicable to excess
A profits tax by section 21 ; or of any rules made
under any such provision;

(¢) provide in rega,rd to companies whose business
consists wholly or mainlyin the dealing in or
holding of investments for the granting of
exemption or relief from liability to excess
profits tax of profits derived from investments in
other companies the profits of which have been
subjected to excess profits tax in British India;

:_ “(d) provide for any matter which by, or under, this Act
b is to be prescribed.

(3) The power to make rules conferced by this section
: shall be exerciged in like manner as the power to make rules
XIof1022, under section 59 of the Indian Income-tax Act, 1922,

 SCHEDULE 1.

[See section 2 (19).]

Rules for the compuiation of profits for purposes of Excess
Profits Taw.

1. The profits of a business during the standard period,.-
or during any chargeable accounting period, shall be separate-

- ly computed, and shall, subject to the provisions of this
Schedule, be computed ou the principles on which the profits.
of a business are computed for the purposes of income- tax.
under section 10 of the Indian Income-tax Act, 1922:

Provided:
25
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Provided that where the profits during any standard period |

have already been determined for the purpose of an assess-
ment under the Indian Income-tax Act, 1922, such profits
as 80 determined shall, sub]ect to the adjustments required

for the purpose of excess profits tax :

* Provided further that where a standard period or
chargeable accounting period is not an accounting period,

‘the profits or losses of the business during any accounting

periods wholly or partly included within the standard period
or chargéable accounting period shall be so computed as

aforesaid, and such division and apportionment to specific

periods of those profits or losses and such aggregation of
those profits and losses, or any apportioned part thereof

- shall be made as appears necessary to arrive at the profit
. during the standard period or chargeable accounting period ¢

and .any such apportionment shall be made in proportion
to the number of months or fractions of months in the res-
pective periods unless the Excess Profits Tax Officer, having
regard to any special circumstances, otherwise dlrects

2. The profits of a business during the sta,ndard period
shall be computed on the same basis and in the same manner
as the profits of that business are under the Indian Income-
tax Act, 1922, as amended by the Indian Income-tax (Amend-
ment) Act, 1939, computed for the chargeable accounting
period, notwithstanding that the Indian Income-tax (Amend-
ment) Act, 1939, may not have been in force in the standard
period,

3. (I) The principle of adding the allowance for depre.
ciation for any one period to the allowance for depreciation

“for any subsequent period and deeming it to'be part of the

allowance for such subsequent period shall not be followed.

(¥) No allowance shall be made for any loss other than a
loss sustained in a business to which this Act applies,

(3) Nothing in this Act shall be construed as permitting
the application, in computing profits for the purposes of the
excess profits tax, of the provisions of sub-section (2) of
section 24 of the Indian Income-tax Act, 1922,

4. (1) Income
26
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4. (1) Income received from investments shall be included
in the profits in the cases and to the extent provided in sub-

‘rules (2) ) and (4) of this rule and not otherwise.

(&) Inthe case.of the business of a-building seciety, or of a
*moneylénding business, banking business, ingurance business
-or business consisting wholly or mainly in the desling in or
holding of investments, the profits shall include all income. -
received from investments, whether or not such income is
included in the profits charged under section 10 of the Indian
Tncome-tax Act, 1922, or is charged under any other section .
-of that Act, or has been subjected to deduction of tax at
‘source or is free of or exempt from income-tax.

(3) Notwithstanding anything contained in sub-rule

- (2), where the profits of a subsidiary company are under the

iprovisions of section 9 to be included in the profits of the
principal company for the purposes of assessment to excess
profits tax, dividends from the subsidiary company out of
such profits shall not also be included in the profits of the
principal company. ‘

(4) In the sase of a business which consnsts Wholly or
parily in the letting out of property on hire, the income from
the property shall be included in the profits of the business
whether or not it has been charged to income-tax under

~ section 9 of the Indian Income-tax Act, 1922, or under any
~ other section of that Act.

(5) Where the person carrying on a business is the bene-

" ficial owner of any investments, the income from which is

by virtue of the provisions of this rule not to be taken into
account in computing the proﬁts of the business, and a de-
duction would, apart from the provisions of this rule, fall
to be made in respect of interest on borrowed money, the
deduction (if any) to be made in respect of that interest
shall be computed as if the principal of the borrowed money
were reduced by the value of those investments :

Provided that where the person carrying on the business
isnot a company, no such reduction shall be deemed to
be madse in the principal of any borrowed money in respect
of any investments unless the investments are mortgaged,
charged or pledged as security for the repayment of that
money and interest thereon, :

‘ 5. If

1p]
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5. If ‘at’ any timie after the close of the standard period,-
any increase in the capital employed in a business has been
effected by means of a loan from a bank carrying on a bona-
Jfide banking business, or by means of a public issue of de-
bentures secured on the property of the company, the interest:
on 8o much of the loan or debentures as has been utilised in-
-effecting the increase in the capital shall not be deducted in-
"computing the profits for the purposes of excess profits
tax and, notwithstanding the provisions of rule 2 of Schedule-
TI, that amount of such loan or debentures shall not be de-
- -ducted in arriving at the amount of the capital employed’
in the business.

6. No deduction shall be made on account of liability to-
pay, or payment of income-tax, super-tax, or excess profite-
tax.

7. (I) Inthe case of a business carried on, in any account:
ing period which constitutes or includes a chargeable account--
ing period, by a company the directors whereof have & con:-
- trolling interest therein,—

.. (@) if the standard profits of the company are computed
' . by reference to the profits during a standard!
~period, no deduction shall be allowed in respect.
of directors’ remuneration in excess of the amount:
paid for directors’ remuneration in respect of the:
standard period or, if the standard period is
longer or shorter than the accounting period, im
excess of & sum which bears to the sum paid for
directors’ remuneration in respect of the standard:
“period the same proportion as the length of the-
accounting period bears to that of the standardi
" period ;
() if the standard profits aré not computed by reference-
' ‘to the profits during a standard period, no de.
duction shall be: allowed in respect of dl[‘eCtOI‘S
remuneratlon

(2) In this rule the expression ‘¢ dlrectors remuneration *
does not include—

(@) the remuneration of any director who is required
to devote substantially the whole of his time
to the service of the company in a managerial or

~ technical

b
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technical capacity and is not the beneficial owner

of, or able, either directly or through the -

medium of other companies or by any other
indirect means, to control, more than five per

cent, of the ordinary share capital of the com-~ .

pany, or ,

{b) the remuneration of any managing agent where such
remuneration is included in the profits of the
managing agent’s business for the purposes of
‘excess profits tax. : ' :

. 8. In the case of a business carried on by a ocompany,
if the standard profits of the company are computed by
weference to the profits during a standard period, no deduc-
#tion shall be allowed in respect of remuneration paid to a

. managing agent in excess of the amount which would

'have been payable to that managing agent if the agreement

in force in the standard period had been in force in the
«chargeable accounting period, except where such remunera-
rtion is subjected to excess profits tax in the hands of the
“managing agent.

9. Where the performance of a contract extends beyond
the accounting period, there shall (unless the Excess Profits
“Tax Officer, owing to any special circumstances, otherwise
«directs) be attributed to the accounting period such propor-
~ =tion of the entire profits or loss which has resulted, or which
. 1t is estimated will result, from the complete performance

-of the contract as is properly attributable to the accounting
.~ -period, having regard to the extent to which the contract
- .was performed therein :

~ Provided that when any such contract has been com-

" pleted and the profits have been finally ascertained, if the
-aggregate of the amounts attributed to previous accounting

. periods exceeds the profit, as finally ascertained, from the
-complete performance of the contract, an adjustment shall
*be made to reduce the amounts so attributed to the various
-chargeable accounting periods to the amount of the profits
.88 finally ascertained. :

10. In respect of any building erected on or after the 1st

-day of September, 1939, which during’any chargeable account-

" “ing period has ceased to be required for the purposes of the
“usiness or has been sold, any amount by which the value of
20
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the building at the date when it ceased to be required for the
purposes of the business or the price obtained for the build-
ing, as the case may be, falls short of the written down value
of the building shall be allowed as a deduction in arriving

~at the profits of that chargeable _qccéunting_ period.

SCHEDULE 1I.
[See section 2 (3).]
Rules for computing the average amount of capital.

1. (I) Subject to the provisions of this Schedule, the aver-
age amount of the capital employed in a business (so far as
it does not consist of money) shall be taken to be—

(a) so far as it consists of assets acquired by purchase on
or after the commencement of the business, the
price at which those assets were acquired, subject
to the deductions hereafter specified ;

{b) so far as it consists of assets being debts due to the
person carrying on the business, the nominal

amount of those debts, subject to the said de-

ductions ;

(¢) so far as it consists of any other assets which have
‘been acquired otherwise than by purchase as
aforesaid, the value of the assets when they be-
came assets of the busmess, sub]ect to the sald
deductions. :

(2) The price or value of any assets other than a debt shall
be subject to such deductions for depreciation as are necessary
to reduce the asset to its written down value and, in the

case of a debt, the nominal amount of the debt shall be .

subject to any deduction which has been allowed in respect
thereof for i income-tax purposes. .

(3) Where the pnce of any asset has been satmﬁed other-
wise than in cash, the then value of the consideration actually
given for the asset shall be treated ag the price at which the
‘asset was acquired.

2. (I) Any borrowed money and debts shall be deducted,
and in particular any debt for income-tax .or super-tax
or for excess profits tax in respect of the-  business shall be
deducted : ‘

Provided
20 A
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Provided that any such debt for income-tax or super-
tax or excess profits tax shall, for the purposes of this
Schedule, be deemed to have become due—

(@) in the case of income-tax and super-tax, on the last
day of- the period of - time within which the tax
is payable under section 45 of the Indian Incorne-
tax Act, 1922

() in the case of excess profits tax, on the first day after
the end of the chargeable accounting period in
respect of which the tax is assessable notwith-
stending that the excess profits tax may not have
been assessed until after that date.

(2) Where any debt for the excess profits tax assessable
in respect of any period is to be deducted under this rule,
the amount thereof shall not be reduced as the result of any

- relief t0 be given in respect of a deficiency of profits occurring

in any subsequent period, and the amount of any such relief
shall be treated as having become an asset of the business on
the first day after the end of the chargeable a,ccountmg period
in which the deficiency occurred. :

3. Any investments the income from which is by virtue -

.of the provisions of the First Schedule not to be taken into

account in computing the profits of the business, and any
moneys not required for the purposes of the business, shall
be left out of account, but where any investments in the
beneficial ownership of the person carrying on the business
are so left out of account, the sum (if any) to be dedueted
under the last preceding rule in respect of borrowed money
shall be computed as if the principal of the borrowed money
were reduced by the value of those investmerts :

Provided that where the person carrying on the business

is not a company, no reduction shall be deemed to be
- made in the principal of any borrowed money in respect of

any investments unless the investments are mortgaged,
charged or pledged as security for the repayment of that
money and’ the interest thereon.

4, Notwithstanding anything contained in rule 3, in
the case of the business of shipping, to which this Aot applies,

" the sale proceeds of any tonnage sold or the amount of

compensation in respect of loss of ships or the amount of

accumulsation
81
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acoumulation of reserveé, whether invested or‘hot, shall be
Yaken into account in computing the average amount of
capital employed in such business:

Provided that any income received from investment of
such funds shall be included in. computing proﬁts for purposes
of the excess profits tax. '

5. For the purpose of ascertaining the average amount of
capital employed in a business during any period, the profits
or losses made in that period shall, except so far as the contrary
és shown, be deemed— '

(@) to have acerued at an even rate throughout the pemod
and

(b) to have resulted, as they accrued, in a correspondmg,
Jincrease or decrease, as the case may be, in the
capital employed in the business,

6. Where, in accordance with the second proviso to sectlon 5
of this Act, this Act is applicable to part only of a business,
the napital employed in that part shall be computed separately
from any other capital of the person. carrying on the busi-
néss, and all references to capital employed in a business shall
be construed as references to capital employed in that part
of the business only. o

SCHEDULE III. -
[See section 9 (N S ‘ ,

Rules for determining the amount of capital held by a company
~ through other companies.

1. Where, in the case of a number of companies, the first
directly owns ordinary sharé capital of the second and the
‘second directly owns ordinary share capital of the third, then,
for the purposes of this Schedule, the first shall be deemed -
to own ordinary share capital of the third through the second
and, if the third directly owns ordinary share capital of a
fourth, the first shall be deemed to own ordinary share capital
_~of the fourth through the second and third, and the second
shall be deemed to own ordinary share capital of the fourth
through the third, and so on. ' ' '

‘ 2, In
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2. In this Sohedule—

(¢) any number of companies of which the first directly
owns ordinary share capital of the next and the

next. directly owns ordinary share capital of the- -

next but one and so on, and, if they are more
than three, a,ny three or more of them, are re-
ferred to as “ a series ’

(b) in any isar:iels»—-=

(¢) that company which owns ordinary share capital
of another through the remainder is referred to
as * the first owner ” ;

() that other company the ordinary share capital -
of which is so owned is referred to as “ the last
owned company '

(44%) the remainder, if one only, is referred to as an
- intermediary ”’ or, if more than one, is referred
to as a *‘ chain of intermediaries * ;

{¢) a company in a series which direstly owns ordinary
share capital of another company in the series
is referred to as an ““ owner ™ ;

(d) any two companies in a series of Whlch one dwns
‘ordinary share capital of the uther directly, and
not through one or more of tl:e other companies
in the series, are referred to as being directly
related to one another.

3. Where every. owner in a series ownd the whole of the
ordinary share capital of the company to which it is directly
related, the first owner shali be deemed to own through the
intermediary or chain of intermediariés the whole of the
ordinary share capital of the last owned company.

4, Where. one of the owners in a series owns & fraction of
the ordinary share ocapital of the company Lo which it is direct-
1y related, and every other owner in the series owns the whole
of the ordinary share capital of the compuny to which it is
dJrectly related, the first owner shall be deemed to own that .
fraction of the ordinary share capital of the last owned com-
pany through the intermediary or cha.m of intermediaries,

6. Where
88
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5. Where—
(@) each of two or more of the owners in a series owns a
fraction, and every other owner in the series owns

the ~whole, -of ‘the ordinary -share capital of the -

company to which it is directly related ; or
~ (h) every owner in a series owns a fraction of the ordinary
share capital of the company to which it is directly
related ; ‘ : . _
the first owner shall be deemed to own through the interme-
disry or chain of intermediaries such fraction of the ordinary
share capital of the last owned company as results from the
multiplication of those fractions.

6. Where the fitst owner in any series owns a fraction of

~ the ordinary share capital of the last owned company in that

series through the intermediary or chain of intermediaries in
that series, and also owns another fraction or other fractions
of the ordinary share capital of the last owned company,
either— :
(a) directly ; or
(b) through any intermediary or intermediaries which is
not a member or are not members of that series ;
or '
- {¢) through & chain or chains of intermediaries of which

one or some or all are not members of that series ;
or

(d) in a case where the series consists of more than three-
compapies, through an intermediary or interme- .

diaries which is a member or are members of the
series, or through a chain or chains of intermedia.-
ries consisting of some but not all of the companies
of which the chain of intermediaries in the serics
consists ;

then, for the purpose of ascertaining the amount of the. or-
dinary share capital of the last owned company owned by the
first owner, all those fractions shall be aggregated and the

. first owner shall be deemed to own the sum of those fractions.

34
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