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to extend ce:tuub laws relating to tamation on income to certain areas adminis-

l‘ o tered as parts of Governors’ Provinces or as Chief Commissioners’ Provinces
i and further to amend certain laws rolating to tazation on income.

. WhHEREAS it is expedient to extend cerfain laws relating to taxation om
itome to certain areas administered as parts erf Governors’ Provinees or as
thef iCommissioners’ Provmces,

» ) AND WHEREAS it is expedient further to amend certain laws relating to
taxatlon ofi income for the purposes hereinafter appearing;
b 3 It is hereby enacted ag follows:—
T CHAPTER 1
o i PRELIMINARY

1. Short title.~This Act may be called the Taxation Laws (Extension to
Mergad States and Amendment) Act, 1949.

CHAPTER II
: ExrensioNn oF TAxATION Laws 1o MERGED STATES
B 2. Definitions,—In this Chapter—

>

(1) the expression ‘‘merged States’’ means all the States and parts of
States which are administered by virtue of the States’ Merger (Governors’
(94 Provinces) Order, 1949, as if they formed part of a Governor’s Provinee
or administered by virtue of the States’ ‘Merger (Chief Commissioners’
Provinces) Order, 1949, as if they were a Chief Commissioner’s Province;

(2) “appointed day™ means—

(a) the 1st day of August, 1949, in relation to the States speci-
fied— "

(1) in Schedules I to VI of the States’ Merger (Goyernors’
Provinces) Order, 1949, and

(i) in paragraph (1) of Article 2 of the States’ Merger (Chief
Commissioners’ Provinces) Order, 1949; and

O OSSP S

.y IR (b) the 1st day of December, 1949, in relatlon to the States of
. C Banaras and Tehri- G‘rarhwal

3 Extenslofn of taxatlon la,ws 1o merged States. —(1) The followmg Aqcts.
namely —_

(1) the Indian Income: tax Act, 1922 (XI of 1922),
© (@) the Government Trading Taxation Act, 1926 (IIT of 1926)
"Qiii) ‘the Business Profits Tax Act, 1947 (XXTI of 1947),

(‘{K)(év)ft}igzlg‘)axatio\n on Income (Investigation . Commission) Act,‘ 1947
AL [6) , o
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(v) the ludian Finance Act, 1949 (XIV of 1949),

(vi) the Payment of Taxes (Transfer of l’roperty) Act, 1949 (XX11
of 1949),

- and all rules and orders made thereunder which are in force immediately

before the commencement of this Act, are hereby extended to, and shall be
in force in, all the merged States.

(2)-The Indian Income-tax Act, 1922, the Business Profits Tax Ac‘o 1947,
and the Indian Finance Aect, 1949, and all rules and orders made thereunder,

shall operate as if they had been extended to, and brought into force in, ali
the merged States on the 1st day of April, 1949.

- 4, Interpretation of laws as extended.—In any Aet, rule or order extended

by section 8 to the merged States, notwithstanding anything contained in the
General Clauses Act, 1897 (X of 1897),—

(a) any reference, by whatever form of words, to the Acceding States
or the Indian States shall be zonstrued as not 1ncludmc a. reference to
any of the merged States;

(b) any reference, by whatever form of words, to Bmtlsh sub]ec’os.

shall be deemed to include a reference to persons who, immediately before
the appointed day, were subjects of any of the merged States;

(¢) any reference, by whatever form of words, to any Governor’s
Province ghall be construed as including a reference to those merged States
which are now administered as if they formed part of that Province; and

4% (d) any reference, by whatever form of words, to the Provinces gen-

erally or to the Chief Commissioners’ Provinces generally shall be construed
as including & reference to those merged States which are now adminis-
tered as if they were a Chief Commissioner’s Province.

5. General notice for return of income in the case of ‘merged States.—The
provisions of sub-section (I) of section 22 of the Indian Income-tax Act,
1922 (XI of 1922), as extended -to the merged States. shall, in respect of the
year ending on the 31st day of March, 1950, be deemed to have been complied
with, if the notice in terms of that sub-section is given within a period of
two months of the appointed day. E

6. Removal of difficulties.—If any difficulty arises in giving effect to the
provisions of any Act, rule or order extended by section 3 to the merged States;
the Central Government may, by order, make such provisions or give such
directions as appear to it to be necessary for removal of the difficulty.

7. Repeal of corresponding laws and savings.—(I1) If, immediately before
the 26th day of August, 1949, there was in force in any of the merged
States any law relating to income-tax, super-tax or business profils tax, that
law shall cease to have effect except for the purposes of the levy, assessment
and collection of income:tax and super-tax in respect of any period not included
in the previous year for the purposes of assessment under the Indian Income-tax
Act, 1922, as extended to that State by section 8, or, as the case may be,
the levy, assessment and collection of business profits tax for any chargeable
accounting period ending on or before the 31lst day of March, 1948, a,nd for any
purposes connected with such levy, assessment or collection:

Provided that any reference in any such law to an officer, authority, tribuna!
or Court shall be construed as a reference to the corresponding officer, authority,
tribunal or Court appointed or constituted by or under the Indmn Income-

. tax Act, 1922, or, as the case may be, the Business Profits Tax Act, 1947, as

extended by section 3 to that merged State

e
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- Provided further thet if any question arises as to who such corresponding
officer, authority, tribunal or Court is, the decision of the Central Government
thereon shall be final. . _

(2) Notwithstanding anything contained in -any = Order made by the
Government of any Province under - the Hxtra-Provincial Jurisdiction Act,
1947 (XLVIL of 1047, applying the ladion  Tneowe-fae  Act, 1922 or the
Business F'rofits Tux Act, 1947, to any of the merged States now administered
as part of that Province, and repealing the corresponding enactment, if any,
of that merged State in force therein immediately before such application, that
enactment shall be deemed  to be a law in force in that merged State imme-
diately before the 26th day of August, 1949, and the provisions of sub-section
(I) of this section shall apply accordingly in relation to that law; and all
references to the Indian Income-tax Act, 1922 and the Business Profits Tax
Act, 1947, shall be omitted from, and shall be deemed never to have been
included in, the said Order. - :

. (3) If, immediately before the 26th day of August, "1949, there was in
force in any of the merged States any law corresponding to- the Government
Trading Taxation Act, 1926, the Taxation on Income (Investigation Comimis-
sion) Act, 1947, or the Payment of Taxes (Transfer of Property) Act; 1949,
whethei by virtue of an order under the Extra-Provincial Jurisdiction Act,
1947, or by virtue of any other legislative power, such corresponding law is
hereby repealed : ' ' »

 Provided that section 6 of the General Clauses Act, 1897, shall apply in
relation to such repeal as if the corresponding law had been an enactment. A

CHAPTER III .

@/
'AMENDMENT OF THE INDIAN INCOME-TAX AoT, 1922 (XTI oF 192_2)'
8. Amendment of section 2, Act XI of 1922.—In section 2 of the Indian
Ineome-tax Act, 1922 (hereinafter in this Chapter referred  to as the Income-

tax Act),— . _ _ , o
(1) to clause (34), the following - provisos shall be added, namely:—

“Pyrovided that, as respects any period included in the previous
yoar for the purpose of making any assessment for the year . ending.
_on the 81st day of March, 1950, or for any subsequent year, and as
respects any period affer the 81st.day of March, 1949, for any of the
* purposes of this Act, the merged States shall be deemed fo be terri-
tories comprised in the Provinces of India: : o _

Provided further that, for the purposes of sections 4A-_aﬁa 4B, the
merged States shall, as respects any period whether before or after
the 81st day of March, 1949, be deemed to be territories comprised
in British India’’; ' ' o o
(9) in clause (7A), after the figures ““1913" the words “or a company

formed and registered under a law in force in any of the merged States’
shall be inserted; and _
(8) after clause (8), the fol_ldwing clause shall be inserted, namely:—

*‘(84) ‘merged States’ means all' the States -and parts of States
which are administered by virbue of the States’ Merger (Governors’
Provinces) Order, 1949, as if they formed part of a Governor’s Pro A ‘13/
vince, or administered by virtue of the States’ Merger (Chief Coimn- /&
. missioners’ Provinces) Order, 1949, as if they were a Chief Commis / =y
sioner’s Province;"’. . S A 4N
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9, Amendment of section 4, Act XE of 1922.~In section 4 of the Income-
twx Act,— : '

shall be inserted, mamely:—

“Haplanation 4.—For the purposes of sub-clatisé (fii) of clause (b)

of sub-section (I), income, profits and gains aceruing, or arising, in any
~of the merged States before the beginning of a previcus yesr and after

the 1st day of Apil, 1983, shall be deemed to be brought info, or te:-

ceived in, British India durihg such year i, atid only i, théy ~are

brought into, or received in, any part of British India other than that

- merged State during such year.”’;

(2) in sub-seetion (8), after clause (zii) the following clause shall be-

inserted, namely:—

““(xiit) any income of a sclentific research association which-is, for

the time being, approved for the purposes of clause (aiii) of sub-section

(2) of section 10. where the income is applied solely to the purposes of -
that association and accrues or ariges affer the 3Ist day of March,

10497 - ,
10. Aiiendtment of section 5A, Act XI of 1922.~Tn section 5A of the
Tricomis-tax Act,~— ' ‘ : g
(I) in sub-section (I), for the words ‘‘not more than ten persons’' the
words ‘‘as’ mafiy persons as it thinks fit’’ shall be substituted ;

(8) in sub-section (2), the words “of an equal number” shall be omitted 7

(3) for

r sub-section (6), the following sub-section shall be substitﬁted,
namely 1 == ‘ ‘ ' S ‘ ,

“{6)y Save as hereiviafter provided a Bench é-hall consist: of one
Judicial Member and one Accouutant Member: = .

Provided that the President or any other member of the Pribinal

- épécially authorised inr this behalf by the Cenmtral Govermment may,

sitting singly, dispose of any case which has been allotted to the Bench

of which he is a mermber and which pertains fo an assessee whose total
inéome as computed by the Incomie-tax officér in the case. does not
excéeed Rs. 15,000: -

Provided further that the President may, for the di"sposgl‘ of any

particular case; constitute a special Beneh - consisting either-of two
Judicial Members and one Accountant Member or of one Judicial
Member and two Accountant Members.”’ I

11. Amendiient of section 10, Act XI of 1922.--In section - 10 " of the
[ncome-tax Act,—m‘ , I
(1) in sub-section (2),— T
(8) atter clause (vi), the following clangg  shall bé - ingerted,
namely =~ - I S

‘“(via) in réspect of depreciation of ‘buildings newly. erected, or
of machinery or plant being new which has been installed, after
the 81st day of March, 1948, a further sum (which shall be
deductibls in determining the written dowm value) equal to the
amount admissible under clause (vi) (exclusive of the extra allow-
ance for double or multiple shiff working of, the machinery or
plant and the initial depreciation allowance admissible under that

(1) in sub-section (I), after Exzplanation 3, the foﬂ(')wing Explanation

¥



'5.\.3

-¢lause for the first yeur of .erection of the building.or the instal-
latisn of the machinery or plant) in the assessments for each of
the five years commeneing on the lst day of April, 1949, and
ending with the 31st day of Mavch, 1954: :

Provided that where, in respect of such machinery or plant,
the assessee establishes that. the market value of similar machinery
or plant on the 81st day of March, 1958, is lower than the originnl
‘cost, then, subject to the provisions of elause (vi), there shall be
made in the assessment for the year comrencing next after that
date a further allowance (which shall be deductible in determining
the written down value) of an amount by which the written down
value of the machinery or plant as on that date (without deduction
of the initial depreeciation admissible in the first year) would have
exceeded the corresponding written down value thereof as on the

i " same date if.the market price of the machinery or plant had been
' ' " taken as the actual cost to the assessee.”’; ;

(#)) in the sécond proviso to clause (vif), for the words ‘‘is sold”
e .+ - the words ‘‘is sold, whether during the continudnce of the business or
after the cessation thereof,”’ shall be substifuted;

(2) to clause (a) of sub-section %) the fbllovﬁng proviso shall be added,
narm‘el:y:-—~—: . : . o

““Provided that. where, before the date of acquisition by the
assessee, the assets were at any time used by any other person for the
purposes of his business and the Income-tax Officer is- satisfied that
the main purpose of the transfer of such assets, directly or indirectly
to the assessee, was the reduction of a liability to ineome-tax (by claim-
ing deprecistion with referemce to an enhanced cost), the actual cogt
to the assessee shall be such an amount as the Income-tax Officer may.
with the previous approval of the Inspecting Assistant Commigsioner. A
determine having regard to all the eircumstances of the case.”

'12. Amendment of section 15B, Act XI of 1922,—To sub-section (2) of
gection 15B of the Income-tax Act, the following proviso shall be added. A
pamely:— .

‘‘Provided that where any sum paid during the previous year as
donation to the fund known as +the Gandhi National Memorial Fund
is in excess of the limits speeified in- this section, the exemption
granted under this section shall apply to the whole of that sum.”’

13. Insertion of new section 15C in Act XI of 1922.—After section 15B of
the Income-tax Act, the following section shall be inserted, namely:— -

" ““15C. Exemption from tax of newly established industrial undertali,.
' ings.—(1) Save as otherwise hereinafter provided, the tax shall not be payable
by an assessee on so much of the profits or gains derived from any industrial
undertaking to which this section applies as do nob exceed six per cent. per
annum on the capital employed in the underfaking, computed in accordance

o with such rule as may be made in this behalf by the Central Board of
Revenue. : i '

(2) This section applies to any industrial undertaking which—

(i} is not formed by the splitbing up, or the reconstruction of, busi.

. ness already in existence or by the transfer to a new busitiess of build-

o ' ing, machinery or plant uged in a business which was being carried on
' before the 1st day of April, 1948; '-
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(19) has begun or begins to manufacture or produce articles.in any
Province in Indis ab any time within & period of three years from the 1st
day of April, 1948, or such further period as the Central Government
may, by notification in the official Gazetbe,  specify with reference to
any particular industrial undertaking;

(i#i) employs more than fifty persons ; and

(iv) involves the use of electrical energy or any other form of energy
which Is mechanically transmitted and is not directly 0'enere,ted by
human agency: ~

_ Provided that the Central Government may, by notlﬁcatlon in the
official Gazette, direct that the exemption conferred by this section shall not
apply to any partlcular °industrial undertaking.’

(8) The profits or gains of an industrial undertakmg to which this
_section applies shall be computed in accordance w1th the provisions of
~ section 10.

(4) The tax shall not be. payable by -a shareholder in -respect of so
“much of any dividend paid or deemed to be paid to him by an industrial
underta.kmg as is attributable to that part of the proﬁts or gains on which
the tax is not payable under. this section.

(6) Nothing in this section shall affect the apphcafaon of sectlon 23A
in relation to the profits or gains of an industrial undertaking to which
this section apphes and for the purposes of that section, . the expression
‘assessable income’ shall be deemed to include the proﬁts or gainsg in
respect of which the tax is not payable under this section.

(6)- The provisions of this section shall apply to the assessments for
the years commencing on the 1st day of April, 1949 and endmg on the 31st
day of March, 1954.”

14, Amendment of section 16, Act XI of 1922.—In clause (@) of sub-secbion
(1) of section 16 of the Income-tax Act, for the words, figures and letter
“section 15 and section 15B”’, the words, figures and letters ‘‘section 15, section
15B and section.15C’’ shall be substituted. _— ‘ .

15. Amendment of section 17, Act XI of 1922.—In sub-section (3) of section
17 of the Income-tax Act, after the words, figures and letter ‘‘or under section
15B"" the ‘words, figures and letter ‘‘or under section 15C" shall be inse1ted

16. Amendment of sectmn 18A, Act XI of 1922 —Tn section 18A of the .
Tneome-tax Act,—

(¢) in sub-section- (), after the words ‘from bhe date of payment’
the followmg shall be inserted, namely:— - 4

“to the date of the provisional assessment. made under section 28B,
or if no such assessment has been made,’

(@) in sub-section (6), in the first proviso, after the word “‘Provided’
the word- “‘also’’ shall be inserted, and before the proviso as so qmendedL o
.the following. proyiso shall be insertied, namely:— . /

‘‘Provided that where a provisional assessment is made under
section 28B, interest shall be calculated .in accordance. with fhe fore-
gomg provision up to the date on which the tax as provisionally assessed
is paid, and thereafter interest shall be calculated at the rate aforesaid
on the amount by which the tax as so assessed (in so far as it relates fo
-income o which the prov1s10ns of section 18 do nob apply) fa]]s short
of the said eighty per cent.”’
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17, Insert.-ion‘ of new section 28B in Act XI of 1922.—After section 28A of
the Income-tax Act, the following section shall be inserted, namely:—

08B, Power to make provisional assessment in advance of regular
assesgment.—(1) The Income-tax Officer may, at any time after the
receipt of a return made under section 22, proceed to make In a sum-
mary manner, a provisional assessment of the tax payable by the assessee,
" on the basis of his return and the accounts and documents, if any,
accompanying it, after giving due offect to (i) the allowance referred to
iu paragraph (b) of the proviso to clause (vi) of sub-section (2) of section
10, and (if) any loss carried forward under sub-section (%) -of section 24,

. (2) A partner of a firm may be provisiona.lly assessed under sub-section
(1) in respect of his share in the firm’s income, profits and gains,
if its return has been received, although the meturn of the partner himself
may not have been received. :

(8) A firm may be provisionally assessed under sub-section (1) as if

it were an unregistered firm, unless the firm fulfils such conditions as the
 Cenfral Government may, by notification in the official Gazette, specify
in that behalf. ' '

(4) There shall be no right of appeal against a provisional assessment
made under sub-section (I). - : o v

(6) For the avoidance of doubt, it is hereby declared that the provi.
sions of section 45 (except the first proviso) and section 46 apply in
relation to any tax payable in pursuance of a provisional assessment made

under sub-section (1) as if it were a regular assessment made under section
28. -

(6) Income-tax paid or deemed to have been paid under section 18
or section 18A in respect of any income provisionally assessed under sub4

section (1), shall be deemed to have been paid towards fhe provisjonal
assessment.

(7) After a regular assessment has been made under section 28, any
amount paid or deemed to have been paid towards a provisional assess-
ment made under sub-section (I), shall be deemed to have been paid
towards the regular assessment; and where the amount paid or deemed
to have been paid towards the provisions] assessment, éxceeds the amount

payable under the regular assessment, the excess shall be refunded ta
the assesseec. ’

(8) Nothing done or suffered by reason or in conseguence of any
provisional assessment made under this section shall prejudice the deter-

mination on the merits, of any issue which may arise in the course of the
regular assessment under section 28." :

. 18. Amendment of section 54, Act XTI of 1922.—In sub-section (8) of section
of the Income-tax Act,— ' .

(1) in clause (d), after the word ‘‘suit’’ the words ‘“‘or proceeding’
shall be inserted;

(#9) in clause (), the words ‘‘on agricultural income’ shall be omitted.

19. InSertion of new section 60A in Act XI of 1922, —After section 60 of
the Income-tax Act, the following section shall be inserted, namely:—

““60A. Power to make exemption, etc., in relation to merged States.—

- If the Central Government considers jt necessary or expedient so to do for

avoiding sny hardship or anomaly, or removing any difficulty, that may
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arise as a result of tne extension of this Aet to the merged States, the -
Gentrai Government may, by general or speclal order, make an exemp-
tion, reduction in rate or other modification in respect of income-tax in
favour of any class of income, or in regard to the whole or any part of the
income ol any person or class of persons :

Provided that the power conferred by this section shall not be &
exercisable after the 81st day of March, 1955, exaept for the purpose of "’X
rescinding an exemption, reduction or medification already made.”’

40. Amendment of section 61, Act XI of 1922,—In sub-clause (a) of clause
(iv) of sub-section (2) of sechon 61 of the Income-tax Ack after the figures “'1938"
the words and figures “in British India, or before the 1st day of April, 1949,
in any of the merged States’’ shall be inserted.

21. Amendment of sectqon 64, Act XI of 1922, ——In clause (b) of sub-section
(6) of section 64 of the Income- bax Act, the words ‘‘by him’’ shall be omitted
and shall be deemed never to have been inserted.

22, Amendment of section 66, Ach X of 1022.—For sub-section (8) of seo-
tion 66 of the Income-tax Act, the following sub-section shall be substituted,
namely:-—

““(8) For the purposes of this section, ‘the High Court’ means—

; (@) in relation to any Governor’s Province, bhe High Court of
w4 that Province;

(k) in relation to the Chief Commissioners’ Provinces .of Delhi,
Himachal Pradesh and Bilaspur, the High Court of East Punjab;

(¢) in relation to the Chief Commissioners’ Provinces of Ajmer-
Merwara and Panth Piploda, the High Court at Allahabad;

(d) in relation to the Chief Commissioner’s Province of Coorg, the
High Court at Madras; : O
. (e) in relation to the Chief Commissioner’s Provmoe of the Anda-
man and. Nicobar Islands, the High Coutt.at Caleutts;

) in relation to the Chief Commissioner’s Province of Kutch, the
Righ Court at Bombay; and

in relation to the Chief Commissioner’ s Province -of Bhopal,
the High Court at Nagpur.””

CHAPTER IV . B ¥
AMENDMENT oF THE INDIAN FINANCE Acw, 1942 ’

23. Amendment of section 10, Act XII of 1942.-—To sub-sechion 1) ot |
section 10 of the Indian Finance Act 1942, after the fourth proviso, the follow--

ing fulﬁher provise shall- ko added, namely —

‘ “Provided further that if it is subsequently found thal the sum repaid
‘f in accordance with the provisions of this sub-section was 'in excess of the
sum so repayable, the sum repaid in excess may be recovered in the same
wmanner ag excess profits tax may be recovered under the Excess Profite
Tax Act, 1940 (XV of 1940), and notwithsbanding anything contained in
sub-section (7) of section 48 -of the Indian Income-fax Act, 1922 (XI ot
1922), as made -applicable by section 21 .of the Excess Proﬁts Tax Act,
. 1940, such ecovery .may -he pade af any time.’’
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CHAPTER V
AMENDMENT oF THE KxoEss ProrITS Tax ORDINANGCE, 1943

24 Amendment of gection 2, Ordinance XVI of 1943.—For sub section

’iﬂ) of section 2 of the Hxeess Profits Tax ‘Ordinance, 1948, the follo.vﬁng Bub-
section shall be substituted, namely : —

(3) Any further sum, such as is referred to in sub-section (1), de-

- posited in aedordihde with the provisions of that sub-section, whether
~before or dftsr the commencement of the Taxation Laws Amendment

Ordmanee 1949, shall not be répaid by the Central Government unless

. ‘five years have explred from the date on which the deposit was made:

Provided that the Central Government may repay any such deposit

before the expiry of the period specified herein if it is satisfied that such-

repayment is in the public interest.’’
' CHAPTER VI
: AMENDMENT OF THE INDIAN Financr AoT, 1946
25. Amendment of gection 11, Act VII of 1946. ——To sub-section (12) of

sectioh 11 of the Indian Finance Act, 1946, the following proviso shall be added,
Aninely:—

‘“Provided that where, subsequent to any repayment made under the
provisions of section 10 of the Tndian Finance Act, 1942 (XTT of 19492) or
section 2 of the Excess Profits Tax Ordinance, 1948 (XVI of 1943), a reduc-
ton in the excess piofits tax is effected whether by relief given in respect
of a deficiency of profits, or by relief given in respect of a double excess
profits tax, or by an order passed in any appeal, or otherwise, the sum to be
refunded to the assessee on account of such reduction shall be decreased by
such proportion thereof as the amount already repaid bore to the excess
profits tax before the reduction as aforesald v

CHAPTER VII

AMENDMENT OF THE BuUsiNEss ProwiTs Tax Acrt, 1947
26. Amendment of section 2, Act XXI of 1947.—In secfion 2 of the Busi-

ness Profits Tax Act, 1947 (heremaftez in this Chapter referred to as the Busi-
ness. Profits Tax Adt),—

(1) to clause (24) the following proviso shall be added, namely:—

“Provided thatf as respects any accounting period whether falling
wholly within, or ly within and partly without, the. year ending
on thé 31t day of March, 1949, for the purpose of making any assess-
ment urider this Act, and as respects any period after the 8lst day of
March, 1949, for any of the purposes of this Act, the merged States
hall be deemed to be territories comprised in the Provinces of India.’’s

(2) in clause (6), after the figures “1913™ the words “‘or & companv
formed and registered under a law in force in smy of the meérged States’
shall be inserted; and

(8) after clause (12), the foiIOWing clausé shall be inserted, namely:~—

“(124) ‘merged States’ means all the States and parts of States
which are administered by virtue of the States’ Merger (Governors’
Provinces) Order, 1949, as if they formed part of a Govelnor 8 Pro-

vy
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vinee, or administered by virtue of the Stafes’ Merger (Chiet Com-
missioners’ Provinces) Order, 1949, as if they were a Chief Com-
missioner’s Province.”’ _

97. Amendment of section 4, Act XXI of 1947.—In section 4 of the Busi-
ness Profits Tax Act, after the first proviso, the following further proviso shaks,
he inserted, namely:— o

A

- “Provided further that where:the profits include any profits from an

{ industrial undertaking which are exempt from income-tax under section
15C of the Indian Income-tax Act, 1922 (XI of 1922), the business profits
tax otherwise payable on the whole of the taxable profits shall be reduced
by ar amount which bears to that business profits tax the same proportion
a8 the amount of such inclusion bears to the whole profits.”’

28, Ingertion of new section 28A in Act XXI of 1947.—After section 28 of
| " the Business Profits Tax Act, the following section gha)l be inserted, namely:— &

i “98A. Power to make exemption, etc., in relation to merged States.—
" 1f the Central Government considers it necessary or expedient sc to do,
| ! ~ for avoiding any hardship or anomaly, or removing any difficulty, that may
_grise ag a result of the extension of this Act to the merged States, the
Central Government may, by general or special ordgr, make an exemption,
reduction in rate or other modification in respect of business profits tax
in-favour of any class of profits, or in regard to the whole or any part of
the profits of any person or class of persons.” .

29, Amendment of Schedule II, Act XXI of 1947.—(I1) To rule 2 of
Schedule IT of the Business Profits Tax Act, the following Explanation- shall

be added, namely:—

** Bxplanation.—A reserve or paid-up share capital broughl into exis.
tence by creating or increasing (by re-valuation or otherwise) any book -,
asset is noi capital for the purposes of ascerfaining the abatement under ¥
this Act in respect of any chargeable accounting period.” v

(#) The amendment made by sub-section (I) shall be deemed to have had
effect from the date on which the Business Profits Tax Act came into force.

. §

_ , CHAPTER VIII
AMENDMERT O0F THE TaxaTiow o IncoME (IwvesTraaTion CoMmission) Aor, 1947.

: A 30. Amendment of section 3, Act XXX of 1947.—For clause (b) of section
3 of the Taxation on Income (Investigation :Commission) Act, 1947 ‘(herein~ s
after in this Chapter referred to as the Investigation Commission Act), the followkg'
ing clause shall be substituted, namely :—

*(b) to investigate in accordance with the provisions of this Aet ..
any case or poinbts in a case referred to it under section 5 and make a h
report thereon (including such interim reports as the Commission may
think. fit) to the Central Government in respect  of all or eny of the
assessments made in relabion to the case before the date of ifs report
or interim report, as the case may be;’. ‘

' 81. Amendment of section 6, Act XXX of 1947.—In section 6 of the Tn.
vestigation Coffimission Act,—. :

(i) for sub-section (I), the following sub-section shall be substituted,
namely :—

{ '.‘(1) The Commission shall have power to require any person or
banking or other company to prepare and furnish on or before a

: «j'
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specified date written statement of accounts and affairs verified
in such manner as may be prescribed by the Commission and, if so
required by the Commission, also duly verified by a qualified audltm
giving information on such points or matters as in the opinion of the
Commission may, directly or indirectly, be useful for, or relevant to,
any case referred to it, and any person or banking or other company
so required shall be bound notwmhstandmu any law to the contrary,
to comply with such requirement.’”’

(it) after sub-section (2), the tollowmg sub-section shall.beuiuserted,
namely : —

““(24) For the purpose of any - investigation, the Commission
may impound and retain in its custody, f.or such period as it thinks
fit, any document produced before it.’ »

(i) in sub-section (4), for the brackebs, figures and word ‘(1) and
(2)”", the brackets, figures, word and letter '(1), (2) and (24) shall
_be, substituted; '

(iv) for sub-section -(7), the folIowmg sub-section shall be substituted,
- namely: —

“(7) Where in the opinion of the Commission any person or
banking or other company is likely to be in possession of any informa-
tion or document which may, directly or indirectly, be useiul for,
or relevant to, any case referred to it or any case likely to be reported
by the Commisgion to the Central Government under the provisions
of sub-section (4) of section 5, the Commuission, and, subject to the
“direction of the Commission, any authorised official, may make en-
quiries in such manner as it or he may deem fit and obtain from such
person or banking or other company statements, on oath or other-
wise, on such points or matters as may be specified; and for the
purpose of any such enquiry, the Coramission and the authorised
official shall have all the powars conferred on them by sub-sections
(D), (2), (24), (3) snd (4)7';

(v) for sub-section (9), the following sub-section shall be substituted,
namely —

“(9) Bubject to any rules made in this behalf under this Act,
any authorised official shall have power—

(i) to examine at all reasonable times any books of account
or other documents which in his opinion will be ugeful’ for or .
relevant to the proceedings in any case under this Act;

(#7) if specially authorised in this behalf by the Comrnis-
sion, to enter any building or place where he has reason to be-
lieve that any such books of account or documents may be
found;

(i) to seize any such books of account or documents or
place marks of indentification thereon and make. extracts or copies
therefrom;

(6v) in the course of any search under this section, to make
3 note or an inventory of any other article or thing found in the
course of such search which in his opinion may b@u‘seful for or
relevant to the disposal of any case under this Act;

- and the provisions of the Code of Criminal Procedure, 1898 (Act V of 1898),
P [j relating to searches, so far as ean be made applicable, shall apply to searches

{ /made under the authority of this section.”

g 1 B 9/
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. 82, Insertion of new Sections 64 and 6B in Act XXX of 1947.—After section
6 of the Investigation Commission Ach, the following sections sliall’ be inserted,
namely: ~— o
“BA. Power of Commission to tender immunity. from prosecution,
.etca—(1) At any stage of the investigation into a. case referred. to it under
-gection 5, the Commission may, with a view to obtsining the evidence
"any person appearing to have been, directly or-indirectly, concerned in i
privy*to the evasion of payment of taxation on income in such. case and
‘after recording its reasons for so doing, tender to such person immunity
from prosecution for any offence under the Indian Fheomeftax Act, 1922
(XI of 1922), the Indian Penal Code (Act XLV of 1860) or any oflier law
for the time being in force, and also from the. impositien. of any penalty §
under the Indian [ncome-tax Act, 1922, on condition of his: making a full
and true disclosure sof the whole of the circumstances relative to the
evasion of payment of taxabtion' on income and to every other person
concerned, whether as principal, agent or abettor, in suech- evdsion.
(9) Nothing countained in sub-section (1) shall render any person
. immune from liability to taxation on so much of his itcome & may be
found to have been concealed or to have escaped: taxabion.
(8) Bvery person accepting a tender of immunity under -this section
shall: be examined as a witness. before the Commission,

. 6B. Withdrawal of tender of immunity in certain cases.—(1) If at any
time after the tender of immunity under section 6A it appears to the Com-
‘mission that any person who has accepted such tender las, either by
wilfully concealing anything essential or by giving false evidénce, not
‘complied with the condition on which the tender was made, the Com-
mission' may record a finding to that effect, and thereupon the immunity i

© shall be deemed to be withdrawn, and any such person may be, tried for

" the offence in respect of which- the tender of immunity was made or for
. any obther offence of which he appears to have been guilty in connection
with the same matter and shall also become liable to thHe imposition of
any penalty under the Indian Income-tax Act, 1922. (XI.of 1922), to which
he would otherwise have been liable. ' ' o

~ . (2) If no such finding as is referred to in sub-section (1) is recorded
by the Commission, the person to whom a tender of immunity has been |
made and has been accepted by him shall not be:liable o prosecution for.f
any offence in respect of which the tender of: immunity-was made or
= the imposition of any penalty under fhe Indian Income-tax Act, 1922,
' “the: extent covered by such immunityis”

33. Insertion of new-section 8A in Act XXX of 194T+—After-section 8 of th&
[nvestigation Commission Act, the following section shall beinserted, namely:—

““8A. Settlement of cases under-investigation:~—(1): Where any person
concerned in any case referred to or pending before- the: Gommission for
investigation applies to the Commission at any time during such investi-
gation . to have the case or any part thereof sebtled in so far as it relabes
to -him, the Commisgion shall, if it is of opinion that the terms of the
settlement contained in the application may be approved,.refer the matter
to the Central Government, and if the Central Government accepts the
. terms: ofi'such, settlement,  the Commission. shall have’:the terms thereof
recorded and thereupon the invesbigabion, in go far ag it relates to matbers
covered by such settlement, shall be deemed-to be: closed.:

_ (2) For the purpose of enforcing the terms of any settlement arrived
at in pursuance of -sub-section (I), the Central Government may direct
that such: proceedings as may be appropriate under the-Ifidign-Thcorre-tay
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Act, 1922 (XI of 1922), the Excess. Profits. Tax Act, 1940 (XV of 1940) or
any other law may be taken dgidinst the person to whom the settlement
relates, and, in particular, the provisions of the second proviso to clause
(a) of sub-gection (5) of section 23, section 24B, the proviso to sub-section
(2) of section 25A, the proviso to sub-section (£) of section 26 and sections
44 and 46 of the Indian Income-tax Act, 1922, shall be applicable to the
recovery of any sum specified in such settlement by the Income-tax officer
having jurisdiction to assess the person by whom such sum is payable

a8 if it were income-tax or an arrear of income-tax within the meaning of
those provisions.

“(8) Subject to the provisions of sub-section (6) of section 8, any set-
tlement arrived at under this section shall be conclusive as to the matters
stated therein, and no person whose case has been so setfled shall. be
entitled to reopen in any proceeding for thewecovery of any sum under this

. section or in any subsequent assessment or reassessment proceeding relat-
ing to taxation on income or in any other proceeding before any Court or
other authority any matter which forms part of such settlement.

" (4) Where a settlement has been accepted by Government under sub-
section (I), no proceedings under section 84 of the Indian Income-tax
Ach, 1922 (XTI of 1922), or undér-section 15 of the Excess Profits Tax Act,
1940 (XV of 1940), shall be initiated in respeet of the items of income
coversd by ther setblement] unless the; initistion: of: suels: proceedings i
-expressly: allowed:. by. the terins-of the settlement.”

. .~ CHAPTER:IX
MisottuANEOYSE- - A
34, Repeal and saving.—(I) The Taxation Laws (Extension to Merged

States) Ordinance, 1949 (XXI of 1949) and the Taxation Laws Amendment
(Second) Ordinance, 1949 (XXXIII of 1949) are hereby repealed.

(?) Notwithstanding any such repeal or the expiry of the Excess Profits
Tax Ordinance (Amendment) Ordinance, 1948 (XXVII of 1948), the Taxation
on Income (Investigation Commission) (Amendment) Ordinance, 1948 (XXXV
of 1948), the Indian Income-tax (Amiendment) Ordinance, 1948 (XXXVIIT of
1948), and the Taxation Laws (Amendment) Ordinance, 1949 (IX of 1949), -
anything done or any action taken in' thie exercise of any power conferred by .
any of the Ordinances referred to in this section shall for all purposes be deemed
to nave been done or taken in the exercise of the powers conferred by this Act

as if this Act were in force on the day on which such thing was done or action
was taken, ' '



