ACT No. XXII oF 1947.

[Passep BY THE INDIAN LEGISLATURE]

(Recewed the assent of the Governor General on the 18th April 1947)

A.ct further to amend the Todian Income-ta,x Act, 1922, and
, the Excess Profits Tax Act, 1940,

HEREAS it is expedient further to amend the Indlan
Income-tax Act, 1922, and the Excess Profits Tax XI of 1922.
t, 1940, for the purposes hereinafter appearing ; XV of 1940.

It is hereby enacted a8 follows :—

CHAPTER I
Preliminary
¢+ 1. (I) This Act may be cal]ed the Income-tax and Excess s“°"° title “';d
Profits Tax (Amendment) Act, 1947. sommencermen

(2) It shall be deemed to have come into foroe on the-
t day of March 1947,

CHAPTER II
Amendments of Act XI of 1922

2. In section 2 of the Indian Income-tax Aoct, 1922 (here. | Amendmend

fter in this Chapter referred to as the said Aot), of geotion 2,

(2) olause (44) shall be renumbered as clause (4B), and ﬁ;’t KL of

ifter - olause (4) the followmg clause shall be inserted,

amely i—

B “(4A) “capital asset” means property . of any kind
(other than agricultural land) held by an assessee, whether

or not connected with his business, profession or VO(‘&thD

bt does not include—

(¢) any stock-in-trade, consumable stores or raw
materials held for the purposes of ‘his business, professmn
vocation ; B

“(49) personal eﬁects that is to say, movable property
(including wearing a,ppa,rel jewellery and furniture) held for
rsonal use by the assessee or any member of his f&mllv
pendent on him ;’

(b) for the Emplaﬂaizon to clause (64) the followmg shall be
substituted, namely :—

‘Prov1dedfurtherthabtheexpressmn aooumulabedproﬁts”, ;
wherever it occurs in this clause, shall not ineclude -
oapltal gains of any previous year prior to the pre-
vious year for the assessment for the year ending
on the 31st day of March 1948 ;

(¢) in clause (6C), after the word and figures “‘section 107,

he words, figures and letter “and any capital gain chargo-

ble accordmg to the provisions of section 12B” shall be
serted : :

Price anna 1 or 1%d.
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(d) in clause (15), for the words ‘‘ does not apply ; and”
" the words “‘doés niot apply and except any capital gain which is
not includible in the total income of an assessoe ; ? ghall be

" substituted.

B éanénd_ment " 8, Insub:section (3) of .section 4 of the said Act‘, —
- of section 4, )

Act XI of (@) to clause (¢v) the words “‘and any capital gains of the
1922, Fund arising from the sale, exchange or transfer of such seou-
o rities >’ ‘§hall be added ;

(b) in clause (vii), after thé words An"y' re‘ce'ipts ” the
words, figures and letter “ not being capital gains chargeable

accordmg to the provmlons of section 12B and >’ shall be
inserted.

‘Afmendment 4. To clause (c) of section 4A of the said Aot the words
7e A’m;’_f:‘m“aocount ‘not beitig taken in either oase -of income chargeable
v A

of 1922.  under the head f‘Capital gain’” shall be added.

Amendment 5 -Tg gection 6 of the said Act the followmg ‘clause shall
of seotion 6,

Aet XI of be added, namely :—
1022, “ (m) Capital gains ”".

ingertion of. §. After sootion 12A of the said Acb the following seotlon

Ber iseotion ghall be inserted, namely :—

XTof'1922. ‘12B. (1 ) The tax shall be payable by an assessee under the

' - head “Capital gains” in respeot of any pro-

Capital gains.  fitg or gains arising from the sale; exchange

. or transfer of a capital asset offected after .the

- 81st day of March 1946 ; and:such profits and gains shall be

' deemed to be income of the previous year in.which. the sale,
exchange or transfer toolk place :.

- Provided that where the amount of caplt)al ga,ms in the pre-
vious year does not exceed fifteen thousand rupees, the- tax
shall not be p&y&ble by the assessee and suoh amount shall

~not be included in his total income :

Provided further that the tax shall not be payable by an.
assessee in respect of any profits or gaing arising from the sale,
exohunge or transfer of a capital asset, being property the

- inéome of which is chargeable under section 9 and which has
been possessed by the assessee or a parent of his for not less
thau seven years before the dateon which the sale, exchange
or transfer took place; and the amount of such profits or .
gains shall not be included in his total income :

Provided further that any transfer of ca,plta,l assetd by
reason of the compulsory acquisition: thereof under any
law for the time being in force relating to the compulsory ac-i
quisitio.a of property for public purposes or any dlstnbutlon
of capital assets on the total or partial partition of a Hindv’

“undivided family, or on the dissolution of a firns or other
association of persons, or on the liquidation ofa company, oy
under a deed of gift, “bequest, will or transfer on irrevocable
trust shall not, for the purposes of this section, be treated as
sale, exchange or transfer of the capital assets !




- Provided further that the transfer of &, capital asset. by
&g, ompany to a subsidiary company, the whole of the shere

es thereof, shall not be treated as a sals, exeha,nge or
wnsfor within the meaning of this section where the subsi-
y. ‘company is resident in British India and is registered

for. the purposes of clause (vi)or clause (mz) of sub-section
of section 10, the cost or the written down value, as the.
se may be, of the transferred capital asset shall be taken to
“the same as it would have been if the parent company

business.

(2) The amount of a capita)l gain shall be compubed after
making the following deductions from the full value of the
consideration for which the sale, exchange or- transfer of the
pltal asset is made, namely :— . "

(z) expenditure incurred solely in connectmn with suck
‘gale, exchange or transfer ;

(m) the actual cost to the assessee of the capltal asset,
_ including any expenditure of a capital nature in-
curred and borne by him in making any additions

or alterations thereto, but excluding any expendi-

under any provision of sections 8; 9, 10 -and 12:

- Provided that where a person who acquires a capital asset
from the assesseve, whether by ,sale, exchange or transfer, is-
a person with whom thé assessee is directly or indirectly con-
nected, and the Income-tax Officer has reason to believe that
the sale, exchange or transfer was effected with the object
of a,v01dance or reduction of the liability of the assessee under
= this section, the full value of the consideration for which the

sale, exchange or transfer is made shall, with the prior approval
of the Inspecting Assistant Commissioner of Income-tax, be
taken to be the fair market value of the capital asset on the
date on which the sale, exchange or trausfer took place :

Provided further that where the capital asset is an asset in
respect of which the assessee has obtained depreciation allow-
ance in any year, the actual cost of the asset to the assessee
shall be its writben down value, as defined in section 10, in-
creased or diminished, as the case may be; by any adjust-

tion :

Provided further that where the capital asset became the
property of the assessee before the 1st day of January 1939,
he may, on proof of the fair market value thereof on the said
date to the satisfaction of the Income-tax Officer, substi-
tute for the actual cost such fair market value which shall
be deemed to be the actual cost to him of the asset, and which

allowed to the assessee aftrr tlesaid date and increased or

"194'7J Income- taz and Bacess Pmﬁts Tax (Amendment)

pital of which is held by the parent company or by 1 the nomi. -

der theIndian Conpanies Act, 1918, so however that viiof 1018,

d continued to hold the capital asset for the purposes of

" ture in respect of which any allowance is admissible

_ment made under clause (vit) of sub-sectlon (2) of that sec- |

- shall be reduced by the amount of depreciation,- if any,
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dlmmlshed as the cage may be, by any adjustment made
under clause (vi¢) of sub-section (2) of section 10:

Provided further that where the capital asset was on any
previous occasion the subject of negotiations for its sale, ex-
change or transfer, any option or other money received and

_retained by the assessee in respect of such negotratlons shall

be deducted in comp"tmg the ac tual cost to him of such
asset.

(3) Where any capital asset became the property of the
agsessee under any of the circumstances referred to in the
third proviso to sub-section (I), its actual cost allowable
to him for the purposes of this section shall be its actual cost
to the previous owner thereof, and the provisions of sub-
section (2) shall apply accordingly; and where the actual
cost to the previous owner cannot be ascertained, the fair
market value at the date on which.the capital asset became
the property of the previous owner shall be deemedto be the '
actual cost thereof.

(4) Notwithstanding anything contained in sub-section -
(1), where a capital gain arises from the sale, exchange or . trans-
fer of a capital asset which immediately before the date on
which the sale, exchange or transfer took place was being used
by the assessee for the purposes of his business, profession or
vocation, or which in the two yéars immediately preceding
that date was being used by him or a parent of his mainly for
the purposes of his own or the parent’s own residence, and the’
assesses has within a period of one year before or after that
date purchased a new capital agset for the same purposes of
) his business, profession or vocation or, as the case may be, for
. the purposes of his own residence, then instead of the capital
gain being charged to tax as income of the previous year- in
which the sale, excha,nge or transfer t»ok place, it shall, if the
assessee 50 elects in writing before the assessment is made be
dealt with in accordance with the following provisions of this
sub-section, that is to say,—

(a) if the amount of the capital gain is greater than the
cost of the new asset,— .

(7) the difference between the amount of the cap1tal
gain and the cost of the new asset shall be
charged under this section as income of the
previous year, and

i¢{) for the purposes of computing in respect of the

. new asset any allowance under clause (vi) or
- - elause (viz) of sub-section (2) of section 10or
the amount of any capital gain arising from its

sale, exchange or transfer, the cost or the written

* down value, as the case may be, shall be nél, or

(&) if the amount of the capital gain is equal to or less
- than the cost of the new asset,—

(7) the O&P]t&] gain shall not be charged under thh
sectlon and
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i15) for the purposes of computing in respect of bhe
new asset any allowance under the said clause
(vi) or any allowance or adjustment under the
said clause (vi¢)or the- amount of any -capital
gain arising from its sale, exchange or - transfer
the cost or the written down value, as the case
may be, shall be reduced by the amount of .
the capital gain :

Provided that where in respect of the purchase of a new
. - capital asset consisting of plant or machinery the assessee
" -satisfies the Income-tax Officer that despite the exercise of due
.. diligence it has not been possible to make the purchase with-
~ in the period specified in this sub-section, the Income-tax
Officer may, with the prior approval of the Inspecting
. Assistant Commissioner of Income-tax, extend the sald '
. period to-such date as he considers reasonable.

7. In clause (c) of sub-section (2) of sectlon 14 of the sald Amendment
- Act, after the words *‘ are assessable-under ” the words, figures fog"g'l‘%} 13-2,
and letter ¢ section 12B or ”’ shall be inserted.

8. To section 17 of the said Act the following sub-sections Amendment

shall be added, namely —_ ' : oAfo:e";{l?[n 125 ,

‘(6) Where. the total income of an assessee, not being a 1922.
company, includes any income chargeable under the head
“‘ Capital gains ’, the tax, including super- -tax, payable by
him on h1s total income shall be—

(@) income-tax and super-tax paya,ble on his total
~income as reduced by the amount of such inclu-
sion, had such reduced income been his total
income, plus

(m) income-tax on the whole amount of such iuclu-
sion at the following rates, namely :— :

where such amount— ~ Rate.
exceeds Rs. 15,000 but does not '
exceed Rs. 50,000 ............ One anna in the rupee,
oxceeds Rs. 50,000 but does not
exceed Rs. 2,00,000 ........... Two annas in the rupee,
- exceeds Rs. 2,00,000 but does not :
. exceed Rs. 5 00,000 ........... .Three annas in the rupee,
- exceeds Rs. 5,00,000 but does not '
: exceed Rs. 10,00,000 .......... Four annas in the rupee,
é exceeds Rs. 10,00,000 . ......... Five annas in the rupee :

Provided that where owing to the fact that the amount of
such inclusion has exceeded a certain limit, income-tax thereon
is payable oris payable at a higher rate, the amount of income-
tax so payable shall be reduced so as not to exceed—

(@) the amount Vw}hich would have been payable if
the amount of such 1nclu51on had not exceeded that limit,
plus

‘

PP
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(b) one-half of the amouns by which the a,mount of
such inclusion exceeds that limit.

_(7) Where the total income of a company includes any
income chargeable under the head *‘ Capital gains *°, the super-
tax payable by the company in any year shall b reduced by

-.an amount computed on that partofits total income which
consists of such inclusion at the rate of super-tax (excluding
therate of additional super-tax, ifany) specified in the case
of a company by the annual Aot of the Central Leglslature '
fixing the rate or rates of tax for that year.

Amendment 9. To section 18A of the said Act the following sub-k

, f’g " zﬁti}%’i section shall be added, namely :—

of 1922, (12) Any income chargeable under the head “C'a,pltaI
' gains >’ shall not be taken into account for any of the pur-
poses. of this section.’

Amendment - 10, Tn section 24 of the said Act, after sub-section (2) the
of  8eotion

‘24, Aot -XJ following sub-sections shall be inserted, namely :—
of 1922.” . ‘(24) Notwithstanding anything contained in sub-section
, (1), where the loss sustained is a loss falling under the head
;o  “Capital gains”, such loss shall not be set off except against .
: -any profits and gains falling under that head.
(2B) Where an assessee sustains a loss such as is referred
- toin sub-section (24) and the loss cannot be wholly set off
in accordance with the provisions. of that sub-section, the
- portion not so set off shall be carried forward to the following
year and set off -against capital gains for that year, and if it
‘cannot be 50 set off, the amount thereof not so set off shall
be carried forward to the following year and so on, so however
that no such loss shall be so carried forward for more than six
. years: : ‘
Provided that where the loss sustained in any previous
year does not exceed fifteen thousand rupees, it shall not
be carried forward.’ :

AinSnc_lment 11. To section 88 of the sald Act the followmg clause
ootion 88 shall be added, namely :—
1922,

(4 require any dealer, broker or agent or any person
concerned in the management of a stock or commodity - Ex-
change to furnish a statement of the names and addresses
of all persons to whom he or the Exchange has paid any sum
in connection with the sale, exchange or transfer of a capital
asset, or on whose behalf or from whom he or the Exchange has -
received. any such sum, ’oogether with partleula,rs of all such
payments and receipts. ’

of seotion 42,

12. Tn section 42 of the said Act,—
Act XTI of

1088, (@) for the marginal heading the followmg shall be sub-
‘ stituted, namely :— ‘

Amendment

‘“ Income deemed to acoruc or arise w1th1n
India >

‘British
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(b) in sub-section (1), after the words “in cash or in
~+ kind, ” the words  ‘‘or through or from the sale,
‘ exchange or transfer of a -capital asset in British -
~India,”” shall bo inserted.

183. To section 43 of the said Ach the followmg Explana- Amendment

¢ion shall be ' added, namely :— of section 48,

Aet XI of
“ Explanation.—A person, whether residing in or —out of 1922. -
British India, who acquires, after the 28th day of February,
1947, whether by sale, exchange or transfer, a capital asset in
British India from a person residing out of B];itish India shall,
for the purposes of charging to tax the capital gain arising from
. such sale, exchange or trtmsfer, be deemed to have a business
connection, within the meaning of this sectlon Wlth such person
 residing out of British India.”

14. In clause (d) of sub-section (7) of sectlon 58C of thé Amendment
said Act, a,fter the words “ securities purchased therewith, ' of sestion
" the words “and. of any capital gains arising from the sale, gg%ﬁ“ X1
exchange or transfer of capital assets of the fund, ” shall be

inserted.

15. In section 58R of the said Act, after the Words ‘“‘de~ Amendment
posits of an approved superannuatlon fund ” the words ““ and gf seotion
8R, Act XT

any capital gains arising from the ‘sale, exchange or of 1999,

tmnsfer of capital assets of such fund 2 shall be mserted

|

CHAPTER III ,
Amendments of Act XV of 1940

16 In section 15 of the HExocess Profits Tax Act (here- Amendmenh
after in this Chapteér referred to as the said: Act), the words of section 15,
* “within five years of the end of the chargeable  accounting fﬁo Xy of
_period in question’’ shall be omitted, and shall be deemed
“&lways to have been omitted.

17, After section 26 of the said Act the followmg section Tnsertion of

ghall be inserted, namely :— " mew goobion-

264 in Act
“96A. (I) If on an application made to it through the Rx- XV of 1940.
Further powers €088 Profits Tax Officer, the Central Board of '
0£ Ceil’or&?lzo&id Revenue is satisfied that a person who in a
grantéeﬁmx; > chargeable accounting period ending on the
Lof. - s 31st day of March 1946, catried on & business
- the profits of which for ‘any chargeable
accounting period are charged with excess profits tax,—

. (¢) incurred during the period commencihg on the Ist .day of
April 1946 and ending onr  the 31st day of December 1947, in
connection with that business,—

(@) expenditure on the removal of works constructed for
protection sgainst enemy attack ; .

(b) where under the orders of a competent authority the
"business was wholly or partly removed during the

war, expenditure on again removing the busmeqs
or part thereofy
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(c) where any physical assets held for the purposes of the
" business were altered to adapt them to war condition <
expendlture on re- a,daptlng them to normal require-
ments ;

(d) expenditure in consequence of the termma,tlon of any

contract for the supply of goods, materials or

services, or the lease of buildings or machinery to him,
where that contract is terminated by reason of the
termination of a contract for the provision by him of
goods, materials or services for the purposes of the
war ; or - ; :

(¢¢) incurred during the period commencing on the Ist
day of April 1946 and ending on the 81st day of December 1947,
a loss on the sale of trading stock held on the 31stday of March
1946 for the purposes of the business ; or

(¢i%) incurred in any a,ccountmg period ending on or before
the 31st day of March 1946 in connection with that business any
expenditure referred to in the sub-clauses of clause (i) which, .
except under the provisions of this sub-section, is not

. allowable, either wholly or partly, in computlng the proﬁts of

-'such accounting period :— .

the Central Board of Revenue may direct tha,t such allow -

ance as it thinks just shall be made in computing the profits of

~ the business during the chargeable accounting period ending

‘on the 81st day of March 1946, and effect shall be given to

such direction by repayment or otherwise, as the case may
require :

Provided that in glvmg any such du'ectlon, the Central
Board of Revenue may impose such conditious as it. cous1ders
appropriate :

Provided further that where the a,pphcant satisfies the Cen-

* tral Board of Revenue that it was not possible to compléte
" any work referred to in sub-clauses (@), (b) and (c).of clause ()
‘within the period specified in that clause, the Central Board of

Revenue may extend the said period to such date as it comsi~ -

ders reasonable :

Provided further that Where any change has taken place in
the persons carrying on .the business, the persons carrying it on
after the change shall have the same nght tomake an applica-
tion under this' sub-section in respect of any expenditure
-referred to "in sub-clauses (6) and (c¢) of clause (¢) as the
" persons previously carrying on the business would have had 1f
there had been no such change.

(2) Where an accounting period included, but did not end on,
he 31stday of March 1948, all expenditure referred toin the
sub-clauses of clause (¢) of sub-section (I) which would, apart
‘from the provisions of this sub-section andrule 11 of Schedule
I, be allowable as a deduction in computing the profits of the
said azcounting period, shall be treated for the purposes of sub-

section (1) as if it were incurred after that day, and if an
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applicdtion is made under this section, no deducticn from, or

. in computing, the profits of any accounting period or charge-
- ablo accounting period: shall be allowed in respect..of . suoh-
"’fexpendltuxe otherwise thcm under sub section (I).

(3) Where a change takes place in the persons carrying on a

* business, or a person carrying on a business, being’ & body
" .corporate, becomes or coases to be a subsidiary company .oz
principal company within the mieaning of sub-section (6) of
~gection 9, and where except for the happeing of that event

relief would be allowable under this section, the Central Board

of Revenue may, if it thinks- fit, -allow such relief under this

section 28 it considers just, having regard .to the extent

to
which the persons

direstly or indirectly interested in the

‘business or hody corporate, as the case may be, before Lhe

change remain interosted therein. after the change

- 18, 'To the first paragraph of rule 11 of Schedule I to the

said Act the following proviso shall be added, namely :—

“Provided that where ainy loss or exponditure incurred
during the period coxamencing on the 1st day of April 1946 and
ending on the 3lst day of December 1947 is reasonably and

properly attributable,” wholly or partly, to any chargeable
_period, such deduction ag

appears to the Excess Profits Tax Officer to be . reasonable

“shall 'be allowed in computing the profits of such chargeable '

a.ccountmg period . or standard period ;

G PD~51 -163LD 21, 7.4 w4600 .

and any realief.
_necuring from such deduction shall be given by 1epayment oy

~ otherwise, as the case may require,”

Amendment of
Schedule T, Act -~
XV of 1940,




