
Act No. XLVIiI of 1948 
. . 

[PASSED BY THE DOMINION LEGISLATURE] '1 

I (R.eceiued the assent of the Govemor 6%nerd on the @h Beptember 19s )  . . - . 
An Act further to amend the Indian Income-tax Act, 1922, and tfle 

Business Profits Tax Act, 1947. 

W HEREAS'i t  is expedient further to amend thc Indian h ~ m e - t a ~  Xcf, 
1922 (XI of 1922) and the B,usiness Profits Tax Act, 1947 ( X n  ?f 1947)-, 

Eor the purposes hereinafter appearing; 
I t  is hereby ena,cted as follows:- 

CHAPTER I 

PRELIMINARY 
1. Short title and commencement.-(1) This Ac't ma.y be called the Income- 

$ax and Business Profits Tax (Amendment) Act, 1948. 
(2) Sections 3 to 12 shall be deemed to have come b ~ € o  force on the 30% 

;il$y of March. 1948, and the amendment made in the Indian Income-tax Adi, 
$922 (XI of 1922) by section 2 shall be deemed to be operative so afi to apply . .  

relation to aU assessments subsequent $0 the assessment for the year endmg 
-on the 31st day of March, 1948. 

Sections 13 to 15 shall be deemed to have come illto force on the day on 
.which the Busirless Profits Tax Act, 1947, (XXI of 1842) came In'h force. 

i 

' CHAPTER I1 ' ! 
AMXNDXENT OF ACT XI OF 1922 

2. Amendment of section 2, Act X I  of 1922.- or clause (6) of section 2 04 
1 

! 

$he Inaian Income-tax Act, 1922 (hereinafter in this Chapter referred to as @m 
said Act), the  follcwing shall be substituted, namely: - - 

' ( 6 )  "compmy" means an Indian compa,ny as defined in clause (7A) 
or. ailyo Indian or non-Indian association, whether incorporated or not, I 

,euGLal -- noninl  which the Ce.ntral Board of fievenue may, by. b----"c "I spUVLW. orC1e.r; i 
declare to be a company for the purposes .of thls Act.' ! 
3. Amendment of section 4, Act XI  of 1922.- I a  Explaization 2 tqsub- 

geciion (1) of section 4 of the sa.id Act, the words 'fand not being pension pay- 
able without India" shall be omitted. 

4. Amendmeat of section 9, Act XI  of 1922.-In section 9 of the said Act, 
after sub-section (3 ) ,  the foliocvillg' sub-sectior~ shall be a'dded, namely: - 

.A. " ( 4 )  For the purposes of this section, the holder of an imparti.bl6 
estate sh:~ll be deemed to be thc individual owner of all the properties 
com~rised in the estate." 

5 .  Amendment of section 12B, .Act X I  of 1922.-Tn section 1213 of the said 
&ct,- 

(4 i11 tho third proviso to sub-section (2), after the wol*dsf"property 
of the assessee" the words, braclrets and figure "or of the previous ou7ner 
where the cost of the capital asset t o  tEs pre~ious owner i i,o be .taken 
in accordance with sub-section (3)" shall be inserted; 

(b) to sub-section (3) the fdllowiilcg j~ro~iso  shall be added, namely :* 
"~rovided that where the capital asset became the property of @e 

-------,. 
ilbbC4acr;- 

(i) i!.:?f~re Il;c lsi. duy of Xp;.il; l.017, :m:!c.r :+ deed of &, <iift, m nr; tho 1 
p:irtitio;i of n IIi~lclu ui~clividecl fa?-nilS, the  actual cost hiPa 
Fhali bo i.' L I ~ .  -. f . 2  LW?: L I L L L . ~ L ~ ~  -.-..,.I- vn!ai: c!f t!,~ c.nr>it,al asset on t,hc dstc  %& 1 

f 
I)?-ic.,c C ~ . I L ~ ~ C I .  1 31.  I.$d. .-., 
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gift or the date of the partition, as ghe ,case may be ,  if such vslue is. 
greater than the actual cost to the previous owner or the fair market- 
value &hereof on the 1st  day of January, 1939, where the third proviso* 
to sub-section (2)  applies; 

(ii) 013 01. after the 1st day of April, 1947, on the partition of 8. 

Hindu undivided family, the, cost allowable to him shall be the fair- 
market va.lue on t,he dat,e of the- partition." ' 

6. Amendment of section 14, Act XI of 1922.-To sub-section ( 1 )  of section 
@ of the said Ac.t, after the vrords ''income of the family" the  words "or in the- 
case of an impartible estate where such sum has been paid out of the income 
of the holder of the estate belonging to the family" shall be added. 

7. Insertion of new section in Act XI of 1922.-ilfter section 33A of tha 
said Act, the. following section shall be inserted,, namely :- 

"33B. 1'ou;er o f  Comnziss.io,l.er t o  ,revise I~zconze-tux Ofticer's orders.- 
(1) The Conlmissioner map call for and examine the record of any proceed-. 
ing under this Act and if he considers that. any order passed therein by the 
Income-tax Officer is erroneous in so fa.r as it is prejudicial to the interests. 
of the revenue, he may, after giving the assessee a.n opportunity of heing 
heard and after making or causing to be made such enquiry as he deems 

. necessary, pass such order thereon as the circumsta~nces of the case justify, 
, including a.3 order enhancing or modifying t,he sssessment, or cance.llhg 

fhe Rssesslnent and directing a fresb assessment. 
(2)'No order shall be made under sub-section '(1)- 

( a )  to revise an 'order of re-assessment made under the provisions. 
of $ec.t.inn 34; or 

( 6 )  aft.er the expiry of two years from the date of the csder 
sought to be revised. 
(3) Any n,ssmF;no nhjonting to nn ordor pnoocd by bhe Conuniseionor. 

~ l ldd r  sub-scotion ( 1 )  may appeal to the Appellate Tribunal within 60 Gays 
of the date on which the order is communicated to him. 

(4) An appeal to the Appellate Tribunal under sub-section (3) sha.11 ', 

be in the prescribed form and shall be verxed in the prescribed manner i 
and shall h d  accomp.anied by a treasury receipt in support of having paid 1 
the fee of Rs. 100, and such appeal shall be dealt with- in  the same ma.naer- \ 
as if it were an appeal under sub-section (I) of section 33." 

8. Amendment of section 34, Act X I  of 1922.-For section 34 of the saicb 
'&t, the following section sha,ll be  substituted, namely :- 

S t '  3-1. 1n.come escaping assessnzent.-(1) I f -  
(a)  the Income-tax Officer has reason to believe that by reason of the 

omission or failure on the pa,rt of an assessee to make a return of his in- 
come under sec'tion 22 for any, year-or to  disclose^ fully and truly all mderial 
facts nece6sa.q for his assessment for that year, income, profits or ains 
chargeable to income-tax have escaped assessment for that yea,r, or %ave 
been under-assessed, or assessed a t  too low a rate, or have been lnadg. 
+he s2hjeCt ~f rs!ief nn:!~:. the Act'; or e:icessive loss or depreciation. 
a l l o \~ i~ i~ce  has heel1 compi.lted, or 

(b)  not\vitbstanding that there has been no omission or failure as 
mentioned ill c.lause (a)  on part of the asscssee, the Incorne-tax Of@cep 
has iu co~lsequence of information in his possession reason to believe thn:g -- -. - --- - - .. -I22 - ;~lc;unlc;, ~.,~:ullus vr pitifis cila.rgeabie ijo incoine-tax haye escaped nssessment 
for 3115; Sear, or h n ~ e  been under-assessed, 01. asse~scd at too low n r<te, 
or hcive been made the subject of escessive rc-1ic.f under t,'i~is Act, or tlln$ 
~~-xcessi~-c lo&; 01. dC:.j?i.~ci~tin!i :il!on.~nc.e ~ R S   lie^^? ~:oiilj~litc?d, 
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hc may in cases falling under clause (a)- at  any time within e i ~ l ~ l  yr:~l.$ . 
and in cases fa1hng under clause (b)  at any time within four ~ e n r s  of the 
end of that year, serve on the assessee, or, if t,he assessee is a rompday, 
on the priilcjpal officer thereof, a notice containing all or any of the require- 
ments whici, may be included in a notice under sub-section (2) of section 
22 and may proceed to assess or reassess such income, profits cr qalas or re- 
compute the loss or clepreciatioil allowance, and the provisions of t l ~ ~ s  -4ct 
shall, so far :la inay be, a p p l ~  accordin& as if the notice were a :-:tic% 
issued under that sub-section 

i'rovided t h a t  
(i) the Income-tax Officer shall not issue a notice urritr t h ~ s  sub- 

sectlon, uilless he has lecordecl hib reasons for doing so ancl the Coin- 
missloner I S  satisfied 011 such reasons recorded that it is a ht wse for 
tha issue of such notice: 

(iz) the tax shall be chargeable a t  the rate at which i t  :I ouid hvve 
beer1 charged had the income, profitc or gains not escaped .IS:- +sslilel~ti 
or full assessment, as the case may be; and 

(in) where the assessment made or to be made is ail assesment 
made ur tu Le madt: un a person deelnled to be the agent of :i non- 
resident persoil under section 43, this sub-section shall have effect :IS 
if for the periods of eight years and four gears a period of one year 
was substituted. 

Ezp7anation.-Production before the Income-tax Officer of account 
books or other evidence £ram which material facts could with due d2ipencs 
have been discovered by the Income-tax Officer will not necessarily :imount 

. disclosure within the meaning of t,his section. 

( 2 )  \\'here an assessment is reopened in circumstances r"a1lmg under 
clause ( b )  of sub-section (I), the assessee ma-y, if he has not impug~ied ally 

I 

part of the original assessment order for that pear either under section 30 i 
or under section 33A, claim that the proceedings under sub-section (I) of I 

this s&i=ii s!;~!! be dr~pped or; 5 s  s?;oc;ing t h ~ t  h e  had beell ;~sse;sed 
on an amount or to a spm not lower than what he would be rightly liable 
for even if the items alleged to have escaped assessment had been taken' 

I 
into account, or the assessment or computation had been properly made: 

Provided that in so doing he shall not be entitled to reopen matters 
concluded by an order under section 33B or section 35, or by a decision of 
the High Court or of the Privy Couilcil under section 66 and section GGA. 

1 
(3) No order of assessment under section 23 to which clause 

(c) of sub-section (1) of section 28 applies or of assessment or re-nssessmenf 
in cases falling within clause (a) of sub-sect810n (1) of this section shall be 
made after the expiry of eight years, and no order of assessment or re- 
assessmeAt ill any other case shall be made after the expiry of four years, 
from the end of the Sear in which the income, profits or gains ~~e1 .e  firs# 
assessable : 1 

P~svi4eil that wLele a ~lot;ca ~ l i c I e ~  sub-seciio~~ (7 j  has bsen issue& / 
withiu the time therein limited, the assessnieut or re-assessment to be 
made in pursuance of such notice inay be made before the expiry cf one 
year from the date of the service of the noticc eve11 if such per~od c.xceede 
the period of eight yearb or lour Jearb, as [he case Inay be: 

IJrovidel'i flirther. thatI nothing c,ont,ai~lcd i~: this sl~h-section sh3ll r i ~ ~ ' ] S  

to a re-assessr~ent inndc llndrr sectioll 27 or in mlrsuance of an ol-d~r 1!nder 
~ection 31 section 35, section 33A, sectlon 3313 secbion BG o:. k.jctis.:- 
(;::I.," 
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9. Amendmant of section 46, Act X I  of 1922.-After sub-section (5) of 
section 46 of the said Act, the following sub-section shall be inserted, 
gamely : - 

"(5A)  The Income-tax Officer may at any time or from time to time, 
bar notice in writing (a copy of which shall be forwarded to  the assessee at 
h l ~  las; address known to the Income-tax Officer) require any person from 
whoa money is due or miy  @come due to the assessee or any person who 
holds or may subsequently hold money for or on account of the assessee, to 
pay to the Income-tax Officer, either forthwith upon the money becoming 
due or being held or at  or within the time specified in the notice (not being 
befoie the money becomes due or is held) so much of the m o n q  :ts is 
suflicient to pay the amount due by. the tax-payer in respect of arrears 
of income-tas and penalty or the whole of the money when it is equal to or 
less than that amount. 

'I'he income-tax Oficer may at any time or from time to time amend 
or revoke ally such notice or extend the time for making any ltayinerit in 
parsuauce of the notice. 

Any person making any payment in compliance with a notice under 
this sub-section shall be deemed to have made ths payment under th3 
aut,hority of the assessee and the receipt of the Illcome-tax Oficer shall 
constitutc a good alld sufficient discharge of the liability of slich person ta 
the assessee to the extent of the amount referred to in the receipt. 

Any person discharging ally liability to the assessee after receipE of 
the notice referred to in this sub-sect;.on shall be personally liable td the 
Income-tax Officer to the exterlt of the liability discharged or to the extent 
of the liability of the assessee for tax and penalties, whichever is less. 

If the person to whom a notice under this sub-section is sent fails to 
make payment in pursuance thereof to the Income-tax Officer, furthei pro- 
..:e,edinge m.8~ he taken by and before the Collector on the footing that the 
Income-t.ax Officer's notice has the same effect as an attachment by the 
Col!ector in exercise of his powers under the proviso to sub-section (2) of 
section 46. 

Where a person to whom a notice under this sub-section is sent 
objects to it on the ground that the sum demanded or any part thereof 
is not due to the assessee or that he does not hold any money for or on 
account of the assessee, then, nothing contained in this section shall be 
deemed to require such person to pag any such sun1 or part %hereof, as 
the cnse mag be, to the Income-tax Officer." 

10. Omission of section 49, Act XI of 1922.-Section 49 of the said Act shall 
be amitted. 

11. Amendment of section 49X, Act X I  of 1922.-In section 49A of the 
said Act,- 

(a) in sub-section ( I ) , -  

f i )  for ishe niords "on x-hich has been paid" thc words "on whicb 
hare  been paid" shall be substituted; 

(ii) I-)~t,weei7 the words "under this Act and"  and "Dominion 
;::c3r?!b-tnu ", t he  n ord "e~t~her" shall be inserted ; 

(iji) aft.,r tile lyoycls ' ' l)oi~~inion income-has in o?ie or moye coun- 
,. cAzc.s:' ,'; Lit. elld, tl1.i jvor$s "ij: T3urma income-tsx" shnll be added; 



. . 
.P . 
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er sub-section (a), $he following sub-section shall bn ridded! 
- 

r tho purposes of this section 'Burma income-tax' means any 
or super-tax charged under any law in force in Burma where 

f Burma provide for relief in respect of tax charged an income 
-' both in Burma and in Britigh India which appears to the Central Board of C..%.$. 
i?,.*<. ,, Revenue to correspond to the relief which may be granted by this section." . 
=;-< 

12. Amendment of section 49AA, Act X I  of 1922.-In section 49AA of the- 
g$&id Act, after the word "Pakistan", wherever it  occurs, the words "or the ..:p 
&..?%Jnited Ihgdom"  shall be inserted. 
@,' * 
g,=, - kg: CHAPTER 111 

e@& AXENDMENT OF ACT XXI OF 1947 
s&( 

fa. Amendment of section 2, Act XXI of 1947.-In section 2.0f the. Busineas 
lz&$.d:; 
3~Fr.I;. -~.. -... - Profita Tax Act, 1947 (hereafter in this Chapter referred, to as the said Act),-- 
r!$ip> &.& 
:<,.7*+:" 

.pi- $+:,-,. <: ,? . 
after clause (81, the following clause shall be inserted, namely:- 

g<? 
p!;' ' ( $ A )  "director's remuneration" includes all remuneration pay- 
%.~ ..= ~*s.c. . .  
..,.<., ~*..&+' ;.* 5 : 

able by a company to a director thereof in respect of any servlces 
,>*.<.?., 
:%!: .< .z.zt.. rendered to or employment with the cornpany in any capacity what- 
?& +-:.; 
-Ci-. %..n7. 

ever ;'. 
L&-ln. 

: . 14. Amendment of aection 9, Act XXI OI 1947.-In section 9 of the #aid ,gig. Act,-- 
@&:.: ?@:., 
$&;: * 

(a) after the words "an individual", wherever they wo&, the words I 
,Jj+:z "or a Hindu undivided family", after the words "such individual", 
-:=?- ;*. 
E@, wherever they occur, the words "cr Hindu undivided family", after - the 

word "he" and the word "him", where they occur, the words "or it", 
-ail$ after the word "hia" the words "or its"   hall. be inserted; 

, * qz2. 

@zs. , ( b )  after the word "partner", the words "or by a company which for 

g. the purposes of this section is deemed to be a firm in which he or it is g;' interested" shall be inserted; 
(0 )  to the last proviso the following words &a!! be added. namely :- 

@ - 
"and such individual or Hindu undivided family shall not be treated 8s o 
working partner in relation to such" bu~iness for the purpose of sub-clause 

.g.; 
; 4 -  
,ss v ( b )  of clause (1) of section 2." 
1x2: . ' 

;-Sj . .,* w: 
16. Amenement of schedule EI', Act XXI of 1947.-In rule .2 of Schcdulr 

. . . . . ~ 

U to the said Act,- 
?Pi.. .,:. 
- - *<- (a) for sub-rules [I) and (a), the following sub-sale shalt be substituted, .. 

- 

;,. . 
-i,;b- :srnely :- 
iy s! 
C - ". 
,:2 

" ( l j  Where the company is one to  which rule 3 of Schedule I 
:, applies, its capita: shall be the s11rr1 of the amount8 of itepaid-up share 
.a capitnl and of its reserve6 in so far as they have not been allowed in 

compnting the profits of the company for the purposes of the Indian 
inconle-tnx Act, 1922 (XI  of 19221, diminished by the cost to i t  of its 
irlveatrnent~ or other property the income from which is not includable 

\ 
i l l  the  profit,^, no f ~ r  ~s tiifit nost P + ' F ~ . ? ~ S  any cicht for money borrownrl 
by it."; 
( b )  aubnlle (3) shfill he renuruhered nF: suh.~i>le (2). 


