e £

NDIAN (XAEGISLATG?,E
the assent of the Governor General on the 11th Aprd 1947)
An Act toimpose a special tax on a certain class of incom? '

THE

(Feceive

JHEREAS it is expedient to 1mposes a specml tax on
moome arising from business ;

It s hereby enscted as follows i—
1. (1) This Act may be called the Busmess Profits Tax Sz;"“m” extent.

st, 1047, .+ comumencement.
< (2) 1t extends to the whole of British India.

- (3) 1t -shall come into force on such date as the Central
Government may, by notification in the official Gazette

;ppomt

. 2. In this Act, unless there is anything repugnant in the [Rterpretation.
;ub]ect or context — ; : '

() “ abatement ” means, in respect of any chargeable
gaccountmg period, a sum which ‘bears to a sum equal to—

(a) in the case of a company, not being & com-
‘pany deemed for the purposes of section 9 to be a
firm, six per cent. of the capital of the company on the
first day of the said period computed in accordance
with Schedule II, or one lakh of rupees, whichever
is greater, or

- (b) in the case of a firm having—

(¢) not more than two working partners one
lakh of rupees, or

© (31) three working partners, one and a half,
lakhs of rupees, or

(#42) four or more working partners, twu lakhs -
of rupees, or.

(c) in the case of a Hindu undivided family
~two lakhs of rupees, or

(d) in any other case, one lakhof rupees,—
he same proportion as the said period bears to the period of
ne year ;

(@) . * accounting period » in relation to any business means

ny period which is or has been determined as the previous

ear for that business for the purposes of the Indian Income- x -
I of 1822,

x Act, 1922 ;

(3) « business ” includés any trade, commerce or .many-

cture, or any adventure in the nature of trade, commerce

er manufacture, or any profession or voeation the _ profits

of which are chargeable according to the provisions of section XT of 1923,
10 of the Indian Income-tax Act, 1922:

Price annas 2 or 8d.
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Pxowded that- where the functions of a company or of
a mociety incorpora’ed by or wunder any enaetment consist
wholly or mainly in the holding of investments or other pro-
perty, the holding of the investments or property shall be
deemed for the purpose of this definition to be & business
carried on by such company or society :

Provided further that all businessos to which this Act'
applies carried on by the same person shall bo treated as one
business for the purposes of this Act;

(4" chargéable ziccountihg period ” means—

{a) any accounting period falling wholly within the term

beginning on the first day of April, 1946, and endmg on the
ghirty-ficst day of March, 1947 ;-

(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 ;

(6) “Company ¥ means a company as defined in the
Indian Companies Act, 1913, or formed in . pursuance of an
Aot 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 may, by general or special order, declare to be a

" company for the purposes of this. Act:

{6) *“ control of & company” means control direct or
indirect - of more than one half of the voting power attached
to the total issued paid-up share capital of the company,
or control vested by its Memorandum and Articles of
Association otherwise than by reference to such voting power ;

Provided that the voting power attached to shares held

by 8 nominee or trustes for any person shall be deemed for

the purpose of this definition to be held by that person ;
(7) “deficiency of profits” means —
() where profits have been made in any chargeable ac. .
counting period, the amount by which such profits
7 fall short of the abatement in respect of shat period ;
(¢4) where a loss has been made in any chargeable ac- -

counting penod the amount of the loss added to
the abatement in respect of that period ;

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

(¢) iz a manager of the company or concerned in the
management of the business, and ’
. (¢¢) is remunerated out of the {unds of the business, and

(¢37) is the beneficial owner of not less than twenty per
censt. of the ordinary share capital of the company .
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(9) “dividend” has the same meaning as in section/ 2 of

'

(10y ¢ firm ”, ““ partner ’’ and partners}llp have the

sae meamngs 1espect1vely as in the Indian Partnership Act ‘

: (11) “ fixed rate’ in relation to dividends on share capital N
- other than ordihary share capital, includes a rate fluctuat-
- ing in accordance with the maximum rate of income-tax ;

= (I2) “loss’ means a loss computed in the same manner
= a8, for the purposes of this Act, profits are to be computed ;

;  (13) ‘“ordinary share capital”’, in relation to a company,
 ieans all the issued share capital (by whatever name .
.- called) of the company, other than capital the holders where-
- of have a right to a dividend at a fixed rate but have no
-~ other right to share in the profits of the company;

(14) ‘person’ includes a Hindu undivided family ;

, (15) ‘““prescribed”” means prescribed by rules made under
- ‘this Act ; :

(16) ‘profits’’ means profits as determlned in accmdance
}thh Schedule I

; (17) “taxable ‘profits”’ means the amount by which the
profits dhrmg a chargeable acocounting .period” exceed the
'abatpment in respect of that period ;

(18 y Workmg partner ”’ of a firm means a partner thereof
ho is required by the terms of the contract of partnership to
evote substantially the whole of his time to the business of

sistant Commissioner of Income-tax, Inspecting Assistant
ommissioner of Income-tax and Income-tax Officer shall have
o like powers under this Act and in relation to the same area
nd cases as he exercises under the Indian Income-tax
ch, 1922, '

(2) All officers and persons.employed in the execution of
is Act shall observe and follow the orders, instructions
nd directions of the Central Board of Revenue:

Provided that no such orders, instructions or directions
Hhall be given so as to interfere with the discretion of the
Bppellate Assistant Commissioner of Income-tax in tho
%xorclse of his appellate functions.

4, Subject to the provisions of this Act, there shall in res- Ol arge of tax,
ct of any business to which this Act apphes be charged -
levied and paid on the amount of the taxable profits during

iny chargeable accountmg period, a tax (in this Act referred to

““business profits tax’’) which shall be equal to sxxteen

d two- thxrds per cent. of the taxable proﬁts

the Indian Income-tax Act , 1922;  XIof1922,

8. (1) Every Commissioner of Income-tax, Appellate Pax authorities.




_ Business Pmﬁts Taa: _ ' [acr xx1
Prowded that— o

(z) any profits whlch are, under the provisions
. , “of sub-section (3) of section 4 of the Indian Income-
X1of 1922, © ¢ tax Act, 1922, exempt from 1ncome-tax,

_ () all profits from any business of life msura,nce;’
. (¢) any sum paid to a business by or through the
«. Central Government by way of - bonus or subsidy,—

" shall be totally exempt from business profits tax under this
~Act.

sppllestion of Acts 3. This Act shall apply to every business of which any part

: of the profits made during the chargeable accounting period is

chargeable to income-tax by virtue of the provisions of sub-

" clause (I) or sub-clause (i¢) of clause (b) of sub-section (Z) of

K1 of 1922, gection 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 business the
whole of the profits of which accrue or arise without British
India where such business is carried on by or on behalf of &
person who is resident but not ordinarily resident in British -
India, unless the business is controlled in India :

Provided further that this Act shall not apply to any income,
profits or gains of business accruing or arising within an Indian.
State unless such income, profits or gains are received or deemed
under the provisions of the aforesaid Act to be received in or
are brought into British India in any chargeable accounting
period, or are assessable under section 42 of that Act.

1
3
3
5
iz

Relief o5 6. Where a deﬁclency of profits oceurs in any chargeable
osgurrence of accounting period in any business, the taxable profits of the
ﬁﬁgff"’“ business shall be deemed to be reduced and relief shall

be granted in accordance with the following provisions :—

(@) the aggregate amount of the taxable profits for the |
previous chargeable accounting periods shall be deem-
ed to be reduced by the amount of the deficiency
of profits and the amount of business profits tax -
payable in respect thereof shall be deemed to be re-
duced 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 exceeds
the aggregate amount of the taxable profits 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 texeble profits for the next subsequent
chargeable accounting period, and if and so far as it
exceeds the amount of those profits, any taxable
profits for the next subsequent chargeable accountin
period and so on. '

SRR
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o ,“\ 7. As from the date of any change in' the persons carrying Chﬁnaein persons
-~ en a business, the business shall be deemed for all the purpoges 2ryieg oa

: busmesn.
. of this Act to have been discontinued and a new business to ,
have been commenced :

; ‘Provided that where a change takes place in the persons

~carrying on a business and where except for such change relief
“would be allowable under section 6, the Central Board of Re-
venue may, if it thinks fit, allow such relief under that section
a8 it considers just, having regard to the extent to which the
persons directly or indirectly interested in the business before
the change remain interested therein after the change.

‘ 8. (I) Where any interest, annuity, or other annual pay- [ntersonaseied
ment, or any royalvy or rent, 18 payable by one company to somapanies.
-another company, and one of those companies is a subsidiary
of the other, or both are subsidiaries of a third company, and
. the recipient company is resident outside British India, no
. allowance shall be made in respect of such payment in
 eomputing the profits or losses o7 the paying company.

{(2) Where—

(a) a company (hereinafter referred to as “‘the principal’)
is resident in-British India and is not a subsidiary

of any other company resident in. British India;
“and

)] dumng the whole or any part of any chargea,ble ao-
counting period of the principal, another company
resident or carrying on business within British India
(hereinafter referred to as “the subsidiary’”) is a
subsuhary of the principal,

-%he capital or profits or losses of the sﬁbsidiary for such
chargeable accounting peried or part thereof shall be treated
for the purposes of this Act as if they were the capital of, or

as the case may be, prcfits or losses arising fiom the busiress
of, the principal :

Provided that the profits of the subsidiary so treated shall
not be exempted from business profits tax in the hands of the

principal by reason of any exemption applicable to  the
principal under the proviso to section 4.

(3) Where the chargeable accounting periods of the princi-
pal and subsidiary are not co-terminous, such. division and
apportionment of the profits or losses of the subsidiary for any
chargeable accounting period shall be made as will allocate
the due proportion thereof to the relative chargeable ac-
counting period or periods of the principal ; and gnch division
and apportionment shall be by reference to the proportion
that the number of days of the chargeable accounting perlod
of the subsidiary falling within the relative chargeable acs
counting period or periods of the principal bears to the totali '

aumber of days in the chargeable accounting peuod of the
subsidiary.
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(4 ) For the purposes -of this section a company shall be

.~ deemed to be a subsidiary of another company if and so long

a8 not less_than four-fifths of its ordinary share capital is
beneficially owned by that other company, whether directly
or through another company or other companies, or partly

.dlrectly and partly through another company or other com.-

panies.

() The business profits tax payable by virtue of this
gection by the principal shall, for the purposes of section 10,

be allocated by the Income-tax Officer to the respective

companies concerned in such proportion as in his opinion is just.

Provided that the principal shall have the same rights
of appeal against an order of allocation made under this sub-seo-
tion as it has under this Act against the amount of its business
profits tax assessment.

9. Where an individual is entitled to proﬁts arlsmg from
more than one business, of which at least one is carried on by
a firm in which he is a partner, the Income-tax Officer may,
with the prior sanction of the Inspecting Assistant Com-
missioner of Income-tax, aggregate the shares of such indivi-
dual in the profits or losses of all of such businesses and treat
the sum of such aggregation as the profits of a business carried
on by such individual and assess him accordingly :

Provided that if the accounting periods of such husinesses
are not co-terminous, the Income-tax Officer shall determine

* in respect of such individual his chargeable accounting period

and shall make such divisions, apportionments and aggrega-
tion of the shares of such individual in the profits or losses
of the several businesses ag may be necessary to determine for
such chargeable accounting period the total profits and gaine
of such individual therefrom :

Provided further that for the purposes of this section, &
company, which is neither one in which the public are sub-
stantially interested, as defined in the Ewxplanation to sub-
section (I) of section 23A of the Indian Income-tax Act,
1922, nor a subsidiary company as defined in sub-section (4)
of section 8 of this Act, shall be deemed to be a firm in which
the persons having an interest in the company are partners
or, in the case of a sole-shareholder, a business carried on by
that sole-shareholder, and the profits of such company shall
be computed . accordmgly

Provided further that any profits or losses so aggregated
for assessment upon an individual shall be excluded from the
profits or losses of the respective businesses for the - purposes
of this Act; and no assessment under this Act shall be made
in respect of any such business save in the names of the other
partnars therein. _ -

/
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10. The amount of the business profits tax payable by Allowance of = §
any person for any chargeable accounting period shall, in f::“‘"“ profits

in eomputin :
computing total income for the purposes of the relevant insome for
income-tax or super-tax as beasment be allowed us a deduc- ‘weome-tax.
tion : ‘ _ DuUrposes.

Provxded that where, under the prov1s1ons of this Act
Telating to deficiencies of profits relief is given by way of
repayment from business profits tax chargeable for any charge-
-able accounting period previous to that in which the defi-
iency occurs, the amount of the deductior allowed shall
‘not _be altered but the amount repayable shall‘be taken into
-account in computing the profits and gains of the business
or the purposes of income-tax as if it were a profit of the
- business accriing in the previous year (as determined for
<tha,t business for the purposes of the Indian Incoms-tax Aect,
1922) in which the deficiency of profits occurs. Y of 1922,

this Act, require any person whom he believes to be engaged assessment.
“in any busmesb to which this Act applies, or to have been

-~ so engaged during any chargeable accounting period, or to be

. otherwise l'able to pay business profits tax,  to furnigh within -
- such period, not being less than forty-five d(ws from the date of

. the service of the notice, as may be speuﬁed in the notice, a

- return in the prescribed f01m and- verified -in the prmorlbed
{; manner setting forth (along with such other particulars as -
may be provided for in the notice) with respect to any charge-
ble accounting period specified in the notice the profits of the
usiness or the amount of deficiency, if any, available fo*r relief
nder sectlon 6:

Prov1ded that the Income-tax Officer may, in his discre-
¥ tion, extend the date for the delivery of the return.

(2) The Income-tax Officer may serve on any person,
- & upon whom & notice has been served under sub-section (I),
 ©'a notice requiring him on a date to be therein specified to
& produce, or cause to be produeed, such accounts or documents
..as the Income-tax Officer may require, and may from time to
time serve further notices in like manner requiring the pro-
; duction of such further accounts or documents or other. evi-
i dence as he may require.

12. (1) The Income-tax Officer shall, by an order in Asscssmonts,

ertmg after considering such evidence, if any, as he has

- required under section 11, assess to the best of his judgment

~'the profits liable to business profits tax and the amount of

business 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 business profits tax, if any
repayable, and shall furnish a copy of such érder to the person

on whom the assessment has boen made.

&
i
H
:
!
§
i
{
:

11. (7) The Income-tax Officer may, for the purposes of [ssuelof notise, for
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~ (2).Business profits tax payable in respect of any chargcs’

able accounting period shall be payable by the person carrying
on, or treated as carrying on, the business in that period.

(3) Where two or more persons were oarrying on the -

business jointly in the chargeable accounting period the

asgessment shall be made upon them jointly and, in the case

of a partnershlp, may be made in the partnershlp name.

(4) Where by virtue of the foregoing provisions an assesg-

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 .

olely or jointly with that other person or persons, as the
ase may be.

13. (I) The Income-tax Officer, before proceeding to
make an assessment (in this section referred to as the regular

assessment) under section 12, may, at any time after the :
expiry of the period specified in the notice issued under sub-

section (I) of section 11 asg that within which the return there-

in referred to is to be furnished, and whether the return has °

.or has not been furnished, proceed to make in summary .

manner a provis‘onal assessment of the taxable profits and the

‘amount of business profits tax payable thereon.

{2) Before making such provisional assessment the Income- -
tax Officer shall give notice in the prescribed form to the person '

on whom assessment is to be made of his infention to do so,

end shall with the notice forward a statement of the amount °
of the proposed assessment, and the said person shall be en- .
titled to deliver to the Income-tax Officer at any time within

fourteen days of receipt of the said notice a statement of his

- objections, if any, to the amount of the proposed assessment.’

(3) On expiry of one month from the date of serviee of
the notice referred to in sub-section (2), or earlier if the

i Ny e e

assessee - agrees to the proposed assessment, the Income-tax
Officer may, after taking into account the objections, if any, -

made under sub-section (2), make a provisional assessment,

and shall furnish & copy of the order of assessment to the :

adsessee

Provided that assent to the amount of the assessment,

or failure to make objection to it, shall in no way prejudice
the assessee in relation to the regular assessment.

(4) In making any such provisional assessment'the Income- |
. tax Officer shall make allowance for any deficiencies of pro-
fits for prevxous chargeable accounting periods which are under |
. the provisions of section 6 to be set off agamst the taxable .
. profits of the- «chargeable accounting period in respect of thh

the assessment is being made :
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Provided that,where such deficiencies of profits have not
beon determined under sub-section () of section 12, the Income-
~tax Officer shall estimute the amount thereof to' the best of
his judgment.

(6) There shall be no right of appeal against a provmmnal
asgessment made under this sectiqn, and it shall, until a regular
asgessmeont is made in due course under section 12, determine-
the amount of busin ess profits tax due from the assessee.

(6) If, when a regular assessment is made in due courso
nnder section 12, the amount of business profits tax payable
thereunder is found to exceed that determined as payable
by the provisional assessment, it shall be reduced by the
amount dotermined us payable by the provisional assessment.

(7) If, when a rogular assessment is made in due course
under section 12, the amount of business profits tax payable
thereunder is found to be less than that determined as payable
by the provisional assessment, any excess of tax paid as a result
of the provisional assessment shall be refunded to the assessee,
together with interest at two per cend. per annum calculated
from the date of payment of such excess tax to the date
of the order of orofund, both days inclusive.

-14. If, in consequence of definite information whlch ha,s Profits etoaping
come into. his possession, the Income-tax Officer discovers assessment,
that profits of any chargeable accounting period chargeable
to business profits tax have oscaped assessmont, or have been
underassessed, or have been the subject of excessive relief,
he may at any time within four years of the end of the charge-
able accounting period in guestion serve on the person liable
-to such-tax a notice conta,lmng all or any of the requirements
_which’ may be included in a notico under section 11, and may
proooed to assess or reagsess the amount of such proﬁts liable
to business profits tax, and the prowsmns of this Act shall,

- sofaras may be, apply asifthe notice wore & notice 1ssued
under that section.

15. If the Income-tax Officer, the Appellate Assistant Penalties
Commisgioner of Income-tax or the Commissioner of Income-
tax, in the course of any proceedings under thig Act, is satisfied
that any person has, without reasonable cause, failed to furs
nish the return required under sub-section (Z) of section 11,
or to produce or cause to be produced the accounts or docu-
meonts or other evidence required by the Income-tax Officer
“under sub-section (2) of that seotion, or has concealed particu-
. lars of the profits of the business orhas deliberately furnished
inaccurate particulars of such proﬁts he may direct that such
person shall pay by way of penalty, in addition to the amount
of any business profits tax payable, a sum not exeeedmg—

s

(¢) where the person ‘has - failed to furnish the return re-
quired under sub-section () of section 11, the. amount
of the business profits tax pa,yable
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which would have been avoided if the return made
had been accepted as correct:

Provided that the Income-tax Officer shall not impose
any penalty under this section without the previous approval
of the Inspectmg Assistant Comm.lssmner of Income-tax.

Appealsfo 18. (I) Any person obJectlng to the amount of business
%m:ﬂﬂiﬂmm profits tax for which he is liable as assessed by the Income-
Ineo m tax- Officer or denying his liability to be assessed under this
Act, or objecting to any penalty imposed by the Income-tax
Officer, or to the amount of any deficiency of profits as assessed
by “the Income-tax Officer, or to the amount allowed by the
Income-tax Officer by way of relief under any provision of this
Act or to any refusal by the Income-tax Officer to grant re-

relief; may appeal to the Appellad:e Assistant Commissioner of
Income-tax.

. (2) An appeal shall ordinarily be presented within forty-five

" days of receipt of the notice of demand relating to the assess-

ment or penalty objected to, or in the case of an appeal against

the assessment of a deficiency of profits, within thirty days of

the receipt of the copy of the order determining the deficienoy,

or in the case of an appeal against the amount of & relief granted

or a refusal to 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 of Income-

“tax may admit an appeal after the expiration of that period

“if he is satisfied that the appellant had sufficient cause for not
presenting it within that period.

(3) An appeal shall be in the preseribed form and shall be
verified in the prescribed manner,

(4) The Appellate Assistant Commissioner of Income-
tax shall hear and determine the appeal and, subject to the
- provisions of this Act, shall pass such ordersas he thinks fit,
and such ordefs may include an order enhancing the assessment
or a penalty :

Provided that an order enhancmg an assessment or penalty
shall not be made unless the person affected thereby has been

given a reasonable opportunity of showing cause agamst such
enhanoement

(5) The procedure to be adopted in the hearmg and deter-
mination of appeals shall be in accordance with the rules made
by the Central Board of Revenue in relation to income-tax.

Apposite ' 17, Any Income-tax Officer or any person in respeét of
pgallﬂw "~ -whose business an order under section 12 has heen passed
Tnl

OOIIlmlSSlOneI' of Income-tax -under section 15or seotion. 16
may, within-the prescribed time and in the preseribed manney

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

and who objects to an order passed by an Appellate Assistant

m




-appeal against such order to the Appellate Tribunal constituted

‘under the Indian Income-tax Act, 1922, and that Tribunal XI of 1822
“ghall have all such powers in disposing of the appeal as it has

in respect of appeals preferred to it under the said Act.

18. The Cominissioner of Income-tax may, at any time Rectification of
within four years from the date of any order passed by any mistakes.
-Appellate Assistant Commissioner of Income-tax or Income-tax
‘Officer under this Act, rectify any mistake in any evidence
tecorded 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 & person to whose. business
”'fthls Act applies :

~ Provided that no such rectification shall be made having
- the effect of enhancing the liability of any person unless that

_person has been ngen a reasonable opportunity of bemg
heard :

19. The sections of the Indian Income-tax Act, 1922, Application of
-as applied to excess profits tax by virtue of section 21 of the R‘;%"‘;’C‘}":f"fom
xcess Profits Tax Act, 1940, shall, in go far ag they are not Xv of 1940,
epugnant to the provisions of this Act, apply to business

rofits tax as they apply to excess proﬁts tax.

20. (I) Notwithstanding anything contained in the Indian Inocome-tax
ncome-tax Act, 1922, all information contained in any £3a£b::$ the
taternent or return made or furnished under the provisions pm-pom of this
f that Act or obtained or collected for the purposes of that A

Aot may be used for the purposes of this Act. X of 1022

2) Alt information contained in any statement or return

‘made or furnished under the provisions of this Act or ebtained

r collected for the purposes of this Act may be used for the :
rposes of the Indian Income-tax Act, 1922, Xlof 1923,

furnish in due time any return or statement, or to produce, returns or
cause to be produced, any accounts or documents required "tatements.
he produced under section 11, he shall be punishable with

e wiich may extend to five hundred rupees,. and with &

rther fin> which may extend to fifty rupees for every day

ring which the default continues.

‘any statement which is false, and which he sither knows or
lieves to be false or does not believe to be true, he shall be
nishable with simple imprisonment which may extend to
. months, or with fine which ma.y extend to one thousand
pees, or with both.

(1) A person shall not be proceeded against for an[nﬂhtutmn of

proszedings ands
nce under section 21 orsection 22 except at the mstancemmp osition of
he Inspecting Assistant Commissioner of Income-tax.  offences.

| ., : /) &pﬂ | o
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1. If any petsan fails, without reasonable cause or excuse, Feilure to deliver

'22. If a person makes in any return required under section Falss statements:.
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L . (2) No prosecutlon for an offence pumsha.ble under section

XLV of,1880. 21 or section 22 or under the Indian Penal Code shall be
S -~ instituted In respect of the same faots as those in respect of
‘which a penalty has been imposed under this Act.

(3) The Inspecting Assistant Commissioner of Income-

- tax may, either before or after the institution of proceedings, ‘
compound any offence punishable under section 21 or section . .
22,

‘Power Lo make

o 24, (1) The Central Board of Revenne may, subject to fhe

control of the Central Government, make rules for carrymg
out the purposes of this Act.

(2) Without projudice to the generahty Of the foregoing
power, such rules may-—

() prescribe the procedure to be followed on appeals,
applications for rectificdtion of mistakes, and
applications for refunds;

() provide for any matter which by, or under, this Act
. iz to be prescribed,

(3) The power t6 make rules conferred by this section
shall be exercised in like manner as the power to make rules
KT of 1923. under section 59 of the Indian Income-tax Act, 1922.

——

_ - SCHEDULE I
[See Smoriox 2 (16)]

Rules for the computation of profits fbr purposes of Business
Profits Tax

1. The profits of a business during any chargeable account-
ing period shall be separately computed, and shall, subject to
the provisions of this Schedule, be computed in accordance

. with the provisions of section 10 of the Indlan Income-tax
KL of 1622 Aot, 1922
LL o -

- Provided that any sums other than any interest pa1d by a
firm te a partner of the firm excluded under the proviso to
clause (i7¢) of sub-section (2) or clause () of sub-section (4)
of that section from the allowances made in computing the

2rofits of the business for the purposes of income-tax shall, if
1a1d be included in those allowances when computing the
profits of the business for the purposes of business profits tax,

Provided further—

(a) that any sums received or credited in a chargeable
, : accounting period whioh by virtue of rule 9 of
LV of 1940, Schedule I to the Excess Profits Tax Act, 1940;
‘ ' have been treated as business receipts for the pur-
pose of assessment to excess profits tax, and
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- (b) any expendlture or loss incurred in any chérgeable
accounting period, allowance in respect of which
has been made for 6XCess profits tax “purposes,

shall be dlsregarded in computlng the profits or losses of the
chargeable accounting period $

Provided further that where a chargeable accounting
penod is not an accounting period, the proﬁts or lossos of the -
business during the accounting periods wholly or partly
included within the chargeable 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 tho chargeable acoounting period ; and any such

apportionment shall be made in proportion to the number of
days in the respective periods.

2. (1) The principle of adding the allowance for deprecia-
tion for any one period to the allowance for depreciation for
any subsequent period and deeming it to be part of the allow-
ance for such subsequent period shall not be followed.

(2) Nothmg in this Act sball be construed as permitting
the application, in computmg proﬁts for the purposesofbusi-

ness profits tax, of the provisions of sub-section (2) of section '
24 of the Indlan Income-tax Act, 1922. X1 of 1922,

8. Income received from investments or other property

-ghall be included in the proﬁts only as prov1ded in this
rule, that is to say,—

(a) in the case of the business of a bulldmg society, or
. a banking business, insurance business or business
" consisting wholly or mainly in the dealing in or
_ " holding of investments or other property, the
~ profits - shall include all income received from
investments or other property ; or

the case of a business part of which consists in
banking, insurance or dealing in investments or : o |
other property, not being a business to which |
clanse (a) applies, the profits shall include all

income received from investments or other property

held for the purposes of that part of that business :

Provxded that— : {

(b) in

() income received directly or indirectly by way of ' g
dividend or distribution of profits from a body

corporate carrying on business as defined in this
Act, and

~(#t) income to which the persons carrying on the business
are not beneficially entitled,

shall in no oase be included.

s RIS
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4 (I) In tho case of a business ocarried on in any
accounting period which constitutes or includes a chargeable

"-accounting period, by a company, the directors whereof have

throughout that accounting period a controlling interest there-
in, no deduction shall be made in respect. of directors’ remuner-
ation in computing the profits for that accounting period.

(?) Where, in the case of a business carried on by a company
in any accounting period which constitutes or includes a charge-
able accounting period, the directors of the company have
.during any part of that accounting period a controlling interest
therein, and the case is not one to which sub-rule (1) applies, the
-profits of the accounting period shall be computed as if the
directors of the company had no ocontroliing interest therein,
and to the part thereof appropriate to the chargeable account-
ing period ascertained in accordance with the third proviso
to rule ! shall be added -the directors’ remuneration for that
part of the chargeable accounting period during which the

“directors of the company had a controlhng interest therein.

(3) In this rule the expm ssion ¢ direetors’ remuneration
does not include— :

(@) the remuneration of any director who is required to
devote substantially the whole of his time to the ser-
vice of the company in a managemal or technical
capacity and is not the beneficial owner of, or able,
either directly or through the medium of uther com=
panies or by any other indirect means, to control
more than five per cent. of the ordmary share capital

* of the company, or

() the remuneration of any managing agent where such
- remuneration is included in the profits of the manag-
ing agent’s business for the purposes of the business

© profits tax, :

5. (1) In computing the profits of any chargeable accounting

‘period no deduction shall be allowed in respect of expenses

in excess of the amount which the Income-tax Officer considers
reasonable and necessary, having regard to the requirements of
the business, and, in the case of directors’ fees or other payments
for services, to the actual services rendered by the person con-
ourned :

Provided that no disallowance under this rule shall be made

by the Income-tax Officer unless he has obtained the prior

authority of the Inspecting Assistant Commissioner of Income-
tax:

(2) Any person who is dissatisfied with the decision of the |

Income-tax Officer under this rule may appeal in the prescribed
time and manner to the Appellate Tribunal referred to in
section 17 :

P )
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- SCHEDULE II //{%Lg 0eof
[See sEcTIOoN 2 (1))

- Rules for co‘mputmg the capital of a company for purposes of
e DBusiness Praofits Tax

. For the purposes of ascertaining the abatement under
thls Act in respect of any chargeablo accounting period, the

capital of a company shall be compu ted in accordance with the
following rules.

. 2. (1) Where the compa.ny is one to which clause (a) of
“rule 3 of Schedule I applies, its capital shall be the sum of

the amounts of its paid-up share capital and of its reserves in
80 far as they have not been allowed in computing the profits

of the company forthe purposes of the Indian Income-tax Act,
1922,

(2) Where the company is one to which clause (b) of
rule 3 of Schedule I applies, its capital, ascertained in accord-
ance with sub-rule (Z) of this rule shall be diminished by the cost
© to it of its investments or other property, the income from

- whichis not includible in the profits, so far as that cost exceeds
any debt- for money borrowed by it.

(3) In all other cases, the capital shall be the sum ascer-
tained in accordance th the eaid sub-1ule, diminished by
- the cost to the company of its invesiraents so far as that cost
exceeds any debt for money borrowed by it.

3. So much of the premium realized by & company from
.the isste of any of its shares as is retaincd in the business

shall te rogard d as forming part of its paid-up caplta,l for the
PUT 0893 of rulo 2,

‘y,‘ 4. Any dep051ts with the Central-Government under section
- 10 of the Indian Finance Act, 1942, or section 2 of the Excess
~ Profits Tax Ordinance, 1943, shall not be regarded as investment
" or other property for the purposes of this Schedule,

GIPD — 8141 LD~ 3.9..7—4,500.
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