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t l  ACT No. XXll OF 1947. 

[PASSED BY THE INDIAN LEGISLATUI~B] 

(Received the assent of tho Govorno~ Gone~al  on tlze 18th April 1947.) 

n Act further to amend the Indian Income-tax Act, 1922, a,nd 
E< the Excess Profits Tax Act, 1840. &: 

HEREAS it is expedient further to amend the Indian 
Income-tax Act, 1922, and the Exoess Profits Tax XI of 1022. 

Bat, 1910, for the purposes hereinafter appearing ; XV of 1940. 

p' It is hereby enacted as follows :- 

CHAPTER I ' 

Preliminary 

1. (I) This Aot may be called the Inoome-tax and Exoess short title en d 
erofita Tax (Amendment) Act, 1947. oommence~en~. 

(2) It shall be deemed to have come into foroe on the 
81st day of March 1947. 
2 -- 1: CHAPTER I1 
i. 
I' 

p. Amendments of Act X I  of 1922 
1, 2. I n  section 2 of the Indian Inoome-tax Aot, 1922 (here- Amend-& 

in this Chapter referred to a8 the said Aot),-- of seofin 2, 
AoB XI of 

) olause (4A) shall be renumbered s s  olause (4B), m d  1922. 
olause (4) the following clause shall be inserted, 

ly :- 

% 
'(4A) "capital asset" means property of any kind 

Lother Wan agricultural land) held by an assessee, whethor 
$or not connected with his business, profession or vocation, 
b u t  does not include- 

stock-in-trade, consumable stores or raw 
for the purposes of his business, profession 

-(ii) personal effects, that is to say, movable property 
aring apparel, jewellery and furniture) held for 
by the assessbe or any member of his familyz 

ependent on him ;' 
( b )  for the ExpZanation to olause (6A) the following shall be 

pkbstituted, namely :- 
"provided further tha t the expression "acoumulated profib", 

E wherever i t  occurs in this clause, shall not include 
k& capital gains of any previous year prior to the pre- 

vious year for the assessment for the year en&% 
on the 31st day of March 1948 ; ' 

kz ? ( G )  in clause (6G),  after the word and figures "section lo", 
pthe words, figures and letter "and any capital gain charge- 
,-able accordkg to the provisions of section 12B" shall bt; 
hnserted ; 

k Price anna I or l a d .  

F 
ii. 
k- 
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(d,) in,clause (15), for the words " does not apply ; and" 
the words "does not apply and except any capital gain which is 
not includible in the total income of an assessoe ; " shall be 
substituted. 

k d m e n t .  8. In sub-section (3) of eection 4 sf the mid Act, - 
of seotion 4, 
act of (a)  to clause (iv) the words "and any capital gains of the 
1922. Fund arising from the sale, exchange or transfer of suah seou- 

ritias " shall be added ; 
(b)  in clauae (vii), after the words " Any reoeipts" the 

words, figure8 and letter " not being capital gains ohargeable 
according to the provisions of section 12B and " shall be 
inserted. 

Ar~gndment 4. To olaqse (c) of section 4A of the said Aot, the words 
~ ~ w ' ~ m @ a u c o u n t  not bei g tsken in either oase of income chargeable 
oc l ~ e e .  under the head,?Capital gain'?' shall be added. 

Amehent  5. To sectioi 6 of the said Aot the following clause shall of eeotion 8, 
~,,t XI of be added, namely :- 
1022. " (vi) Capital gains ". 
ineertion of. 6. After section 12A of the said Act tho followina sootion v 

:gg :;h%zf shall be inserted, namely :- 
X I  of 1922 ' 12B. (1) The tax shall be papablg by an  assessee under the 

head "Capital gains" in respeot of any p ~ o -  
~ a p i t a l  gains. fits or gains arising from the sale, exchange 

or transfer of a capital asset effected after the 
- 31st day of March 1946 ; and-su& profits and gains shall be 

deemed to be income of the previous year in~whioh. the sale, ' 
exchange or transfer took place : 

Provided that where the amount of capital gains in the pre- 
vious year does not exoeed fifteen thousand rupees, the - tax 
 hall not be payable by the asmusee and suoh amount shall 
not be included in his total income : I -  

Provided further that the tax shall not be payable by an 
assessee in respect of any profits or gain8 arising from the sale, 
exohange or transfer of a capital asset, being property the 
income of which is chebrgeable under section 9 and which has 
bee3 poosessed by the assessee or a parent of his for not less 
thah aavon yeara before the date on which the sale, exchange 
ar trapl~fer took place ; and the amount of such profits or 
gains shall not be included in his total income : 

Provided further that any transfer of capital assete by 
reason of the compulsory acquisition thereof under any 
law for the time being in force relating to the compulsory ac., 
quisitio I of property for public purposes or any distribution' 
of capital assets on the totai or partial partition of a Hindn' 
undivided family, or on the dissolution of a firllr or other 
association of persons, or on the liquidation of a company, ol 
llnder a deed of gift, bequsst, will or transfer on irrevocablt 
trust shall not, for the purpoms ofthis section, be treated a! 
sale, exchange or t ran~fer  of the capital assete : 
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: Provided further that the transfer of a capitel asset by k oompsny to  a subsidiary company, the whole of the share 

' 

h- 
itd of which is held by the parent company or by the nomi- 

es thereof, shall not be treated as a sale, exchange or 
nsfer within the meaning of this section where the subsi- 
y company is resident in British India and is registered 
er the Indian Co npanizs Act, 1913, so however that ~ ~ l r  of 1 9 1 ~ .  

r the purposes of clause (vi) or clause (vii) of sub-section 
of section 10, the cost or the written down value, as the 

e may be, of the transferred capital asset shall be taken to 
the same as i t  would have been if the parent oompany 
continued to hold the oapital asset for the purposes of 

(2) The amount of a capital gain shah be computed after ' 

$making-the following deductions from the full value of the 
Coonsideration for which the sale, exchange or transfer of the 
bcapital asset is made, namely :- .- . 
I" - (i) expenditure incurred solely in connection with such g 
&+ sale, exchange or transfer ; 
k (ii) the actual cost to the assessee of the capital asset, 
I including any expenditure of a capital nature in- 

curred and borne by him in making any additions 
g or alterations thereto, but excluding any expendi- 

ture in respect of which any allowance is admissible 
under any provision of sections 8, 9, 10 and 12 : . - 

Pi- 

Provided that where a person who acquires a capital asset 
from the assessee, whether by sale, exchange or transfer, is 
a person with whom the 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 avoidance 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 op which the sale, exchange or transfer 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 wst of the asset to the assessee 
shall be its written down value, as defined in section 10, in- 
areased or diminished, as the case may beg by any adjust- 
ment made under clause (vii) of sub-section (2) of that seo- 
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 t o  the astisfaction 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 
shdl be reduced by the amount of depreciation, if any, 
allowed to tho assessee aft r 1 t,l- e said date and increased or 
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diminished, as the case may be, by any adjustment made 
under clause (vii) 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 negotiations shall 
be deducted in compting the actud cost to him of mch 
asset. 

(3) Where any capital asset became the property of the 
assessee under any of the circmatances referred to in the 
third proviso to sub-section (I), its actual cost allowable , 
t o  him for the purposes of this section shall be its actwl 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 asoertained, the fair 
market value a t  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 
( I ) ,  where a capital gain arises from the sale, exchange or trans- 
fer of a capital asset whioh immodiately before the date on 
which the sale, exchange or transfer took place was being used 
by the aasessee for the purposes of his business, profession or 
vocation, or which in the two years 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' 
assessee has within a period of one year before or after that 
date purchased a new capitel asset 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 previouti year in 
which the sale, exchange or transfer k ~ o k  place, i t  shall, if the 
sssessee so elects in writing before the assessment is made be 
dealt with in accordance with the followjng 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,- 

(i) the difference between the amount of the capital 
gain and the c o ~ t  of the new asset shall be 
charged under this section as income of the 
P r e ~ ; ' ~ ~ s  year, and 

> .. 
! zt) for the purposes of computing in respect of the 

new asset any allowance under clause (vi) or 
clause (vii) of sub-section (2) of fiection 10 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 nil, or 

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

(i) the capital gain shall not be charged under thi,s 
~ection, and 
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ti) ior the purposes of computing in respect of the 
new asset any allownnce under the said clause 
(v i )  or any allowance or adjustment under the 
said clause (vi i)  or the amount of any papital 
gain arising from i ta  gale, exchange or tranafer 
the oost or the written down value, as the oase 
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 assewe 
sat ides  the Income-tax Officer that despite the exercise of due 
diligence i t  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 Impecting 
Assistant Commissioner of Income-tax, extend the said 
period to such date as he considers reasonable. 

:u '7. In  clause (c) of sub-section (2) of section 14 of the said Amendment 
Aot, after the words " are assessable under " the Gords, figures f o ~ ~ ~ ~ ~ ~ 2 a .  B 
and letter " section 12B or " shall be inserted. 

8. To section 17 of the said Act the following sub-sectiom Amenhe116 
shall be added, namely :- , of ~ o t  seofin XI 17, OP 

' ( 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 his total income shall be- 

i) income-tax and super-tax payable on his total 
income as reduced by the amount of such inclu- 
sion, had such reduced income been his total 
income, plus 

zi) income-tax on the whole amount of such inclu- 
sion a t  the following rates, namely :- 

where such amount- Rate. 
exceeds Rs. 15,000 but  does not 

exceed Rs. 50,000 . . . . . . . . . . . . One anna in the rupee, 
? exceeds Rs. 50,000 but does not 
I, 

exceed Rs, 2,00,000 . . . . . . . . . . .Two annas in the rupee, 
exceeds Rs. 2,00,000 but does not 

% L exceed Rs. 5,00,000 . . . . . . . . . . .Three annas in the rupee, 
exceeds Rs. 5,00,000 but does not 

exceed Rs. 10,00,000 . . . . . . . . . .&ur annas in the iupee, 
i~. exceeds Rs. 10,00,000 . . . . . . . . . . . Pive annas in the rupee : 

i Provided that where owing to the. fact that the amount of 
i, such inclusion has exceeded a certain limit, income-tax thereon 

is payable or is payable a t  a higher rate, the amount of income- 
tax so payable shall be reduced so as not to exceed-- 

i (a) the amount which would have been payable 8 
i the amount of such inclusion had not exceeded that limit, 
I plus -. 

P 
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( b )  one-half of the amount by which the amount of 
suoh inclusion exceeds that limit. 

(7) Where the total income of a company includes any 
- income chargeable under tho head " Capital gains ", the super- 

tax payable by the company in any year shall b reduced by 
an amount computed on that part of its total incomo ;which 
consists of such inclusion a t  the rate of super-tax (excluding 
the rate of additional super-tax, if any) specified in the case 
of a company by the annual Act of the Central Legislature 
fixing the rate or rates of tax for that year.' 

Amendment 9. TO section 18A of the said Act the following sub- 
section shall be added, namely :- 1 SA, Aot XI 

of 1922. ' (12) Any income chargeable under the head "Capital , 

gains " shall not be taken into account for any of the pur- 
poses of this section.' 

*-dment 10. In  section 24 of the said Act, after sub-section (2) the 
of seotion 
gr, A& *XI following sub-sections shall be inserted, namely :- 
of 1922. , ' (2A)  Notwithstanding anything contained in sub-section 

(I), where the loss sustained is a loss falling under the head 
/ 

' 
"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 
to in sub-section (2A) and the loss cannot be wholly aet off 
in accordance with the provisions df 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 so 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.' 

Amendment 11. To section 38 of the said Act the following clause - ' 

Ofgeotion 38s shall be added, namely :- Aot XI of 
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 whoee behalf or from whom he or the Exchange has 
received any such sum, together with particulars of all such - 
payments and receipts. " 

AmendxnenB 12. In  section 42 of the said Act,- of seation 42, 
. s  Act ( , )  for the marginal heading the following- shall be sub- i812. 

stituted, namely :- 

" Income deemed to accrue or arise within -British 
Inclia; " ; - 
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( b )  in sub-section (I), 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. 

-63. TO section 43 of the said Act the following Explana- Amendmeat 

Lion shall be added, namely :- of Aot seotiou XI 43, of 

" Expbnation.-A person, whether residing in or out of lQ22. 
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 British India shall, 
for the purposes of charging to tax the capital gain arising from 
such sale, exchange or transfer, be deemed to have a business 
connection, within the meaning of this section, with such person 
residing out of British India." 

14. In  clause (d) of sub-section (7) of section &c of the Amendment 
said Act, after the words " securities purchased therewith, " of seotion 
the words "and, of any capital gains arising from the sale, ::y;z 
exchange or transfer of capital assets of the fund, " shall be 
inserted. 

15. I n  section 58R of the said Act, after the words "de- Amendment 
posits of an approved superannuation fund " the words " and ~iR,zt%;I 
any capital gains arising from the 'sala, exohange or 1922, 
transfer of capital assets of such fund " shall be .inserted. 

--- 
CHAPTER 111 

Amendments of Act X V  of I940 

16. In section 15 of the Exoess Profits Tax Act (here- Amendment 
after in this Chapter referred to as the said Act), the wor&ofee~tionl6, 
"within five years of the end of the chargeable a c ~ o u n t i n g ~ ~ ~ ~ , ~ ~  
period in question" shall be omitted, and shall be deemed . 
always t o  have been omitted. 

17. After section 26 of the said Act the following section lnse&on of 
shall be inserted, namely :- new 26A eeotion in Aot 

"26A. (I) If on an application made to it  through the Ex- XV Of 1g40. 

Further powers CeSs Profits Tax Officer, the Central Board of 
of Central Board Revenue is satisfied that a person who in a 
of 1+3f;enue to 
grant ij9rtain re- chargeable account,ing period ending on the 
lief. , . , 31st day of March 1946, carried on s, business 

the profits of which for any chargeable 
accounting period are chargcd with excess profits tax,- 

(i) incurred during the period commenchg on the 1st day of 
April 1946 and ending on the 3lst day of December 1947, in 
connection with that business,- 

(a) expenditure on the removal of works constructed for 
protection against 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 tho business 
or part thereof; 
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(c) where any physical assets held for the purposes of the 
business were altered to adapt them ta war condition. 
expenditure on re-adapting them to normal require- 
ments : - / 

(d) expenditure in consequence of the termination of any 
contract for the supply of goods, materials or 
services, or the lease of buildings or machinery t o  him, 
where that contract is terminated by reason of the 
termhation of a contract for the provision by him of 
goods, materials or services for the purposes of the , 
mar ; or 

(ii) incurred during the period commencing on the 1st 
day of April 1946 and ending on the 3 1st day of December 1947, 
a loss on the sale of trading stock held on the 31st day of Maroh 
1946 for the purposes of the business ; or 

(iii) incurred in any accounting period ending on or before 
the 31st day of March 1946 in connection with that businw 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 computing the profits of 
such accounting period :- 

the Central Board of Revenue may direot that such allow- 
ance as i t  thinks just shall be made in computing the profits of 
the business during the chargeable accounting period ending 
on the 31st day of March 1946, and effect shall-be given to 
such direction by repayment or otherwise, as the case may 
require : 

Provided that in giving any such direction, the Central 
Board of Revenue may impose such conditions aa i t  considers 
appropriate : 

Provided further that where the applioant satisfies the Cen- 
tral Board of Revenue that i t  was not possible to complete 
any work referred to in sub-clauses (a), (6) and (c).of clause (i) 
within the period specified in that clause, the Central Board of 
Revenue may extend the said period to such date as it oonsi- 
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 azne right to make an appl-ica- 
tion under thk  sub-section in respect of any expenditure 
referred to in spb-clauses (6) and (c) of clause (i) as the 
persons previously carrying on the business would have had if 
there had been no such change. 

(2) Where an accounting period included, but did not end on, 
he 3lst day of March 1946, all expenditure referred to in the 
sub-clauaes of clause (i) of sub-section (I) which would, apart 
from the provisions of this sub-section and rule 11 of Schedule 
I, be allowable as a deduction in computing the profits of the 
sGd a~counting period, shall be treated for the purposes of sub-. 
section (I) as if it were incurred after that day, and if' a n  



applictitioil is made under this seotion, no deducticn from, or 

in computing, the profits of any accounting period or charge- 
sblo accounting period #hall be allowed in respect of-suob 
expenditure otherwise thaa'under sub section (I). 

(3) Where a change talres place in tho persons carrying on ;a. 

business, or a person carrying on a business, being a body 
corporate, becomes or ceases to be a subsidiary company or 
principal company withir; the nieaning of sub-section (6 )  of 
section 9, and where except for the hhappeing of that event. 
relief would be allowable undcr this fiection, the ~ c n t r a l  Board 
of Revenue may, if it think8 fit. allow such relief under I hik 
sectioit a s  it considors j i lst ,  having regard to t'he extenl to 
which the persons dirostly or indirectly interested in the  - 
business or Irody corporate, as the case may be, before the 
change ,_remain ir~te*~sted thereill afier the change." , 

18. To the first paragraph of rule 11 of Schedule I to I he 
said Act the following proviso shall be added, namely :- 

IProvided that where any loss or expenditure inourred 
during the period commencing on the 1st day of April 1946 and 
ending on the 3lst d ~ y  of December 1947 is reasonably and 
properly at~tributable, wholly or partly, to ally cfmgeable 
accounting pdriad or standard period, such ded~xction aa 

appears to the Excess Profits Tax Officer to bo reasonablo 
shhal3 be allowed in computing the profits of such ~hargeal>le 
accounting poriod or standard period; and any realief 
~ccuring from such deduotion shall be given by xepaymont 0, 
obherwi~e, as the case may require." 

Anleizdment of 
Sohedulo 1, A c t .  
XV of lo&. 


