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PART I

INCOME-TAX ACT, 1922
(XI or 1922).






ACT No. XI oF 1922, AS SUBSEQUENTLY AMENDED.

An Act to consolidate and amend the law relating to
Income-taz and Super-tax.

WaEREss it is expedient to consolidate and amend the
law relating to Income-tax and Super-tax, It 1s hereby
enacted as follows :—

1. (1) This Act may be called the Indian Income-tax

Bhort title, extent Act, 1922,
and commencement.

(2) It extends to the whole of British Indua, including P, 1.
British Baluchistan and the Sonthal Parganas, and applies
also, within the dominjons of Princes and Chiefs in India
in alliance with His Majesty, to British subjects in those
dominions who are i the service of the Government of
India or of a local authority established in the esercise of
the powers of the Governor General in Council in that
behalf, and to all other servants of His Majesty in those
dominions.

(5) It shall come into force on the first day of Aprl,

22,

2. In this Act, unless there is anything repugnant in
Defnitions the subject or context,—
(2} ** agricultural income ** means— P. 2.
(a) any rent or revenue derived from land which is
used for agricultural purposes, and is either
assessed to land-revenue 1n British India or
subject to a local rate assessed and collected
by officers of Government as such;
(b) any income derived from such land by—
(?) agriculture, or
(i7) the performance by a cultivator or receiver of
rent-in-kind of any process ordinarily em-
ployed by a cultivator or receiver of rent-in-
kind to render the produce raised or received
by him fit to be taken to market, or
(#if) the sale by a cultivator or receiver of rent-in-
kind of the produce raised or reccived by
him, in respect of which no process has been
2



2

performed other than a process of the nature:
described in sub-clause (77);

(¢) any income derived from any building owned and
occupied by the receiver of the rent or revenue
of any such land, or occupied by the cultiva-
tor, or the receiver of rent-in-kind, of any land
with respect to which, or the produce of which,
any operation mentioned in sub-clauses (i¢) and’
(412) of clause (b) is carried on:

Provided that the building is on or in the immediate
vicinity of the land, and is a building which the receiver of
the rent or revenue or the cultivator or the receiver of the
rent-in-kind by reason of his connection with the land,
requires as a dwelling-house, or as a store-house, or other
out-building;

(2) °‘ assessee '’ means a person by whom Income-tax
is payable;

(3) ** Assistant Clommissioner *’ means a person ap-
pointed to be an Assistant Commissioner of Income-tax
under section 5;

(4) ““ business ”’ includes any trade, commerce; or
manufacture or any adventure or concern in the nature of
trade, commerce or manufacture;

#(44) ‘‘ The Central Board of Revenue >’ means the
Central Board of Revenue constituted under the Central
Board of Revenue Act, 1924;

(6) “ Commissioner *’ means a person appointed to be
a Commissioner of Income-tax under section 5.

(6) “‘ company > means a company as defined in the:
Indian Companies Act, 1913, or formed in pursuance of
an Act of Parliament or of Royal Charter or Letters
Patent, or of an Act of the Legislature of a British posses- v ot
sion, and includes any foreign association carrying om 1913
business in British India whether incorporated or not, and
whether its principal place of business is situated in British
India or not, which the fCentral Board of Revenue may,
by general or special order, declare to be a company for the-
purposes of this Act;

* This clause was inserted by the Central Board of Revenue Act, 1924 (IV

of 1921). .
+ Amended by the Central Board of Revenue Act, 1924 (IV of 1924):
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*@6A) “ firm », *“ partner ** and partnersmp have
the same meanings respectively as in the Indian Contract
of Act, 1872; and
g (7) * Income-tax Officer ** means a person appointed
to be an Incmne tax Officer under section 5.
e » Presidency Magistrate or
or a \wastmte of the
by the Local Government

to try oflences against this Act,
o person * 1ncludes 2 Hindu undivided family;
(20) *‘ prescribed ”’ means prescribed by rules made
under this Act,
(12) ** Previous year " means—

(a) the twelve months ending on the 31st day of March
next preceding the 3e'xr for which the assess-
ment is to be made, or, 1f the accounts of the
assessee have been made up to a date within the
said twelve months in respect of a year ending
on any date other than the said 31st day of
March, then at the option of the assessee the
ieqr endm" on the day to which his accounts
have so been made wp-

Provided that, if this option has once been exer-
cised by the assessee, it shall mot again be
exercised so as to vary the meamng of the
expression ‘‘ previous year ' as then appli-
cable to such assessee except with the consent
of the Income-tax Officer and upon such condi-
tions as he may think fit; or

(b) in the case of any person, business or company,
ar class of person, business or company, such
period as may be determmed by the Central
Board of Revenue or by such authority as the
Board may autherise in this behalf

P, 6.

(22) ** principal officer,”” used with reference to a local B, 7, 8

authority or a company or any other public body or anyt

association, means—
(a) the secretary, treasurer, manager or agent of the
authority, company, body or nssocmtmn or

# Inserted by the Income-tax (Amendment) Act, 1830 (XXT of 1930).
t Amended by the Income-tax (Amendment) Aet 1924 (XTI of 1924)
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(b) any person connected with the authority, company,
body or association upon whom the Income-tax
Officer has served a notice of his intention of
treating him as the principal officer thereof;

(28) ‘“ public servant >’ has the same meaning as in the
Indian Penal Code;

(14) * registered firm ’ means a firm Tregistered under
the provisions of section 264 ;

(15) ‘* total income ’’ means total amount of income,
profits and gains from all sources to which this Act applieg
computed in the manner laid down in section 16; and

(16) ‘* unregistered firm *’ means a firm which is not a
registered firm. :

CHAPTER I.

CHARGE OF INCOME-TAX.

3. Where any Act, of the Indian Legislature enacts that
income-tax shall be charged for any
year at any rate or rates applicable
to the total income of an assessee, tax at the rate or those
rates shall be charged for that year in accordance with,
and subject to the provisions of, this Act in respect of all
income, profits and gains of the previous year of every
tindividual, Hindu undivided family, company, firm and
other association of individuals.}

4. (1) Save as hereinafter provided, this Act shall
apply to all income, profits or gains, as
described or comprised in section 6,
from whatever source derived, accruing or arising, or
received in British India or deemed under the provisions of

Charge of income-tax.

Application of Act.

* Amended by the Income-tax (Amendment) Act, 1930 (XXI of 1930).

1t Amended by the Income-tax (Amendment) Act, 1924 (XTI of 1924).

I Nore.—The amendments made in Sections 3, 55 and 56 of the Act by
the Indian Income-tax (Amendment) Act, 1924 (XI of 1924) shall have effect
ag if they had been made on the first day of April 1923, and income-tax and
super-tax shall be deemed to have been chargeable for the year commencing
on that date and to be chargeable for the year commencing on the first day
of April, 1924, at the rate or rates applicable for those years to the total
income of an individual, in respect of the income, profits and gains and of
the total income, respectively, of every Association of individuals for which
no rate of tax has been otherwise laid down by law.

X
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this_ Act to aceruo, or arise, or to be received in British
India.

(2) Profits and gains of o business accruing or arising P,
without British India to a person resident in British
India* shall, if they are received in or brought into Dritish
India, be deemed to have accrued or arisen in Britisk India
and to be profits and gains of the year in which they are
so received or brought, notwithstanding the fact that they
did not so accrue or arise in that year, provided that they
are so received or brought 1n within three years of the end
of the year in which they accrued or arose.

Ezplanation.—Profits or gains accruing or arising
without British India shall not be deemed to he received or
brought into British India within the meaning of this sub-
section by reason only of the fact that they are taken into
account in the balance shect prepared in British India.

(8) This Act shall not apply to the following classes of P.
income :— N

(f) Any income derived from property held under P,
trust or other legal obligation wholly for re-
ligious or charitable purposes, and in the case
of property so held in part only for such pur-
poses, the income applied, or finally set apart
for application, thereto

(if) Any income of a rehigious or charitable institu- P.
tion derived from voluntary contributions and
applicable solely to religious or charitable
purposes.

(#%) The income of local authorities.

(iv) Interest on securities which are held by, or areP.
the property of, any Provident Fund to which
the Provident Funds Act, 1897, applies,t *
* *

(v} Any capital sum received in commutation of the P.
whole or a portion of a pension, or in the nature
of consolidated compensation for death or
injuries, or in payment of any insurance policy,

s Amended Uy the Income-tax (Furtber Amendumeat) Act, 1023 (XXVIE
of 1

+ Repealed by the Tncome-tax (Amendment) Act, 1024 (XI of 1921)
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or as the accumulated balance at the credit of
a subseriber to any such Provident Fond.

(r) Any special allowanee, benefit or  perquisite
specifically granted to meet expenses wholly
and neeessarily inewrred in the performance
of the duties of an office or employment. of
profit..

Any receipts not being receipts arising from
business or the exercice of a profession, voea-
tion or ueenpation, which are of a easual and
non-vecurring nature, or are not by way of
addition to the remuneration of nn emplové,

p. o (riif) Agriealtural income,

“(ir) Any income received by trustees on behalf of a
recornised provident fund ax defined in elause
(@) of section d5-A,
In this sub-section ** charitable purpose ' ineludes re-
lief of the poor, education, medical relief, and the advance-
ment of any other object of gpeneral publie utility.

b
)
¢
>

CHAPTER TI1.

Incomp-Tax AUTHORITIES.

P o4 5. (1) There shall be the following classes of Income-
e tax authorities for the purposes of this

frm s ationte g, namely ¢~
(@) the Central Board of Revenue,
(8) Commissioners of Income-tax,
(¢) Assistant Commissioners of Ineome-tax, and
() Income-tax Officers.

1- bed - » » » ¥

1) There shall be a Commissioner of Income-tax for
each province who shall be appointed by the Governor
General in Council.

® Intorted by the Incomedtnx (Provident Funds Relief) Aet, 1820 (X1 of
1020,

t Repealed by the Contral Board of Revenne Act, 1924 (IV of 1024,

2 Amended by the Income-tax (Amendmenty Aet, 1023 (XVT of 1025,



[C) t "7 tax and Income-
tax Off of the Governor
Genera . . Commissioner of

Income-tax by order in writing = They shall perform
their functions in respect of such classes of persons and
such elasses of income and in respect of such areas as the
Commissioner of Income-tax may direct. The Commis-
sioner may, by general or special order in writing, direct
that the powers conferred on the Income-tax Officer and
the Assistant Commissioner by or under this Act shall,
in respect of any specified case or class of cases, be exer-
cised by the Assistant Commi. and the C issioner,
respectively, and, for the purposes of any case in respect
of which such order applies, references 1n this Act or in
any rules made hereander to the Income-tax Officer and the
Assistant Commissioner shall be deemed to be references
to the Assistant Commissioner and the Commissioner
respectively

(5) The Central Board of Revenue may, by notification
in the Gazette of India, appoint Commissioners of Income-
tax, Assistant Commissioners of Income-tax and Income-
tax Officers to perform such functions mn respect of such
classes of persons or such classes of income, and for such
area, as may be specified in the notification, and thereupon
the functions so specified shall cease, within the specified
area, to be performed, in respect of the specified classes of
persons or classes of income, by the authorities appornted
under sub-sections (3) and (4).

(6) Assistant Commissioners of Income-tax and Income-
tax Officers appointed under sub-section (4) shall, for the
purposes of this Act, be subordinate to the Commissioner
of Income-tax appointed under sub-section (3) for the pro-
vince in which they perform their functions

CHAPTER III. -
TaxapLe INcOME.
6. Save as otherwise provided by this Act, the follow-
Heads of moome 1E Beads of income, profits and gains,
chargeable o mcome- 8hall be chargeable to income-tax in
tax the manner hereinafter appearing,
) namely :(—
(3) Salaries.

P, 13.
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P, 22, 23,
25.

P. 11, 56.
P. 1, 15,

26.

P.16, 28.

P, 11.
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(i7) Interest on securities.
(1i7) Property.

(7r) Business,

(r) Professional earnings.
(r7) Other sources.

7. (1) The tax shall be payable by an assessee under the
head ‘' Salaries >’ in respect of any
salary or wages, any annuity, pension
or gratuity, and any fees, commissions, perquisites or
profits received by him in lieu of, or in addition to, any
salary or wages, which are paid by or on behalf of Govern-
ment, a local authority, a company, or any other public
body or association, or by or on behalf of any private
employer :

“Explanation.—The right of a person to occupy free
of rent as a place of residence any premises provided by
his employer is a perquisite for the purposes of this sub-
section : ‘

Provided that the tax shall not be payable in respect of
any sum deducted under the authority of Government from
the salary of any individual for the purpose of securing to
him a deferred annuity or of making provision for his wife
or children, provided that the sum so deducted shall not
exceed one-sixth of the salary.

(2) Any income which would be chargeable under this
head if paid in British India shall be deemed to be so
chargeable if paid to a British subject or any servant of
His Majesty in any part of India by Government or by a
local authority established by the Governor General in
Council.

8. The tax shall be payable by an assessee under the
head *‘ Interest on securities ’ in re-
spect of the interest receivable by him on
any security of the Government of India or of a TLocal
Government, or on debentures or other securities for money
issued by or on behalf of a local authority or a company :

Provided that no income-tax shall be payable on the in-

terest receivable on any security of the Government of India
issued or declared to be income-tax free :

Balaries.

Interest cn cecarities.

* Tnserted by the Income-tax (Amendment) Act, 1923 (XV of 1923,
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Provided, further, that the income-tax payable on the
interest receivable on any security of a Local Government
issued income-tax free shall be payable by that Local Gov-
ernment,

9. (1) The tax shall be payable by an assessec under P, 29,

B

the head ‘ Property ™ in respect of the
L. lond fide annual value of property con-
sisting of amy buildings or lands appurtenant thereto of
which he is the owner, other than such portions of such
property as he may occupy for the purposes of his business,
subject to the following allowances, namely .

Property

(?) where the property 1s in the occupation of the P. 81

owner, or where 1t 1s let to a tenant and the
owner has undertaken to bear the cost of
repairs, a sum equal to one-sixth of such value,

(4} where the property 1s in the occupation of a P. 32

tenant who has undertaken to bear the cost
of repairs, the difference between such value
and the rent pard by the tenant up to but not
exceeding one-sixth of such value,

(##7) the amount of any anmual premium paid to n- P. 3

sure the property against risk of damage or
destruction;

(iv) where the property is subject to a mortgage or
charge or to a ground rent, the amount of any
interest on such mortgage or chaige or of any
such ground rent;

(¢} any sums paid on account of land-revenue in P. 5
respect of the property;
(i) in respect of collection charges, a sum not ex- p_ g,
ceeding the prescribed maximum, R.7
(v} in respect of vacancies, such sum as the Income- P, &
tax Officer may determine having regard to the 85
circumstances of the case

Provided that the aggregate of the allowances made p, g

under this sub-section shall in no case exceed the annmal
value.

(2) For the purposes of this section, the expression P, 2

“ annual value ” shall be deemed to mean the sum for
which the property might reasonably be expected to let
from year to year:



P, 30.

P, 37, 39,
b1.

41.
P, 42,

P. 43.

on by him,
P, 37, 40,

19

Provided that, where the property iz in the oceupation
of the owner for the purpo-es of his own residence, such
sum shall, for the purposes of thiz seetion, be deemed not
to exceed ten per cent. of the total meome of the owner.

10. (2) The tax shall be payvable by an assessee under

the head " Buosiness ™ in respeet of the
profits or gains of any business carried

() Such profits or gains shall be computed after mak-
gz the Tollowing allowances, namely @

(1) any rent paid for the premises in which such

business is carried on provided that when any
substantial purt of the premises is used as a
dwelling-house by the assessee, the atlowance
under this clause shall be sueh sum as the
Income-tax Olficer may  determine  having
regard to the proportional part so used;

&

(i1) in respeet of repaies, where the aseessee is the

tenatit only of the premise., and has under-
taken o bear the cost of such repairs, the
amount patd on aceonnt thereof, provided that,
H any sabaannal pact of the premises s used
L the aceesmre as oo dwelling-hause, a0 propor-
tional part only of wach amount shall be
allowed,

(fify in respeet ol capital borrowed for the purposes

of the husiness, where the pavieent of interest
thereon s ol in any way dependent on the
errning of profits, the amount of the interest
paid:

Lveplanation. - Recurving subseriptions paid periodi-

callv. by shareholders or subseribers in such
Mutual Benefit Societies as may bhe preseribed,
shall be deemed tn be capital borrowed with-
in the meaning of this clause;

(7r) in respect of insurance against risk of damage

or destruction of buildings, machinery. plant,
furniture, stocks or stores, used for the pur-
poses of the husiness, the amount of any pre-
mium paid;
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() in respect of current repairs to such buildings, P. 48,
machinery, plant, or furniture, the amount
paid on account thereof;

{vi) in respect of depreciation of such buildings, P. 46,
machinery, plant, or furniture being the
property of the assessee, a sum equivalent to
such percentage on the original cost thereof to
the assessee as may in any case or class of cases R. 8-
be prescribed :

Provided that—

(@) the prescribed particulars have been duly fur-
nished;

«(b) where full effect cannot be given to any such
allowance in any year owing to there being no
profits or gans chargeable for that year, or
owing to the profits or gains chargeable being
less than the allowance, the allowance or part
of the allowance to which effect has not been
given, as the ease may be, shall be added to the
amount of the allowance for deprecration for
the following year and deemed to be part of
that allowance, or, if there is no such allowance
for that year, be deemed to be the allowance
for that year, and so on for succeeding years,
and

(c) the aggregate of all such allowances made under
this Act or any Act repealed hereby, or under
the Indian Income-tax Act 1886, shall, in no
case, exceed the origmal cost to the assessee of
the buildings, machinery, plant, or furniture,
as the case may be; .

(vi?) in respect of any machinery or plant which, in P. 47.

consequence of its having become obsolete, has
been sold or discarded, the difference between
the original cost to the assessee of the machinery
or plant as reduced by the aggregate of the
allowances made in respect of depreciation
under clause {¢i). or any Act repealed hereby,
or the Indian Income-tax Act, 1886, and the
amount for which the machinery or plant is
actually sold, or its scrap value;



P, 47.A.

P. 48, 53.

P. 48-A.

P. 3%.

P. 37.
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¥(vite) in respect of animals which have been used for
the purposes of the business otherwise than as
stock in trade and have died or become per-
manently wuseless for such purposes, the
difference between the original cost to the as-
sessee of the animals and the amount, if any,
realised in respect of the carcasses or animals;

(viid) any sums paid on account of land-revenue, local
rates or municipal taxes in respect of such
part of the premises as is used for the purposes
of the business;

T(vidia) any sum paid to an employee as honus or com-
mission for services rendered, where such sum.
would not have been payable to him as profits
or dividend if it had not been paid as bonus or
commission :

Provided that the amount of the bonus or commission
is of a reasocnable amount with reference to—
(a) the pay of the employee and the conditions of
his service;
(b) the profits of the business for the year in
question; and
(c) the general practice in similar businesses;

(iz) any expenditure (not being in the nature of’
capital expenditure) incurred solely for the-

purpose of earning such profits or gains:

iProvided that nothing in clause (vii7) or clause (iz)
shall be deemed to authorise the allowance of any sum paid’

on account of any cess, rate or tax levied on the profits or-

gains of any business or assessed at a proportion of or
otherwise on the basis of any such profits or gains.

(3) In sub-section (2), the word ‘‘paid’’ means
actually paid or incurred according to the method of ac-

counting upon the basis of which the profits or gains are:

computed under this section.

11. (1) The tax shall be payable by an assessee under'

the head ‘‘ Professional earnings’ in
respect of the profits or gains of any pro-
fession or vocation followed by him.

Professional earnings.

* Inserted by the Income-tax (Amendment) Act, 1928 (IIT of 1928).

t Inserted by the Indian Income-tax (Third Amendment) Act, 1930
(XXIIT of 1930).

I Inserted by the Income-tax (Amendment) Act, 1928 (IIT of 1928).
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(2? Such profits or gains shall be computed after mak- P, 51
ing allowance for any expenditure SHOL being in the nature 53,
of capital exponditure) 1ncurred-solely for the purposes of
such profession or vocation, provided that no sllowance
shall be made on account of any personal expenses of the
assessee,

() Professional fees paid in any part of India to ap, 15,
person ordinar:ly resident in British Tndia shall be deemed
to be profits or gains chargeable under this head.

12. (1) The tax shall be payable by an assessee under P, 29,
Other somrces. the head * Other sources * in respect of
income, profits and gains of every kind
and from every source to which this Act applies (1f not
included under any of the preceding heads).

(2) Such income, profits and gains shall be computed P, 62,
after making allowance for any expenditure (not being in
the nature of capital expenditure) incurred solely for the
purpose of making or earning such income, profits or gains,
provided that no allowance shall be made on account of any
personal expenses of the assessee.

13. Income, profits and gains shall be ecomputed, for P, 87,
the purposes of sections 10, 11 and 12, 50,
in accordance with the method of ac-
counting regularly employed by the assessee :

Provided that, if no method of accounting has been re-
gularly employed, or if the method employed 1s such that,
in the opinton of the Income-tax Officer, the income, profits
and gains cannot properly be deduced therefrom, then the
computation shall be made upon suclt basis and in such
manner as the Income-tax Officer may determine.

14, (1) The tax shall not be payable by an assessee in P. 11,

Exemptions of o TeSpect of any sum which he receives as
geaeral nature a member of a Hindu undivided family.

(2) The tax shall not be payable by an assessee in
respect of —

Method of accounting

(2) any sum which he receives by way of dividends as
a shareholder in a company where the profits
or gains of the company have been assessed to
income-tax; or

() such an amount of the profits or gains of any firm P, 10,
which have been assessed to Income-tax as is
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proportionate  to his share in the' firm ¥az the
time of such assessment; or
P, B5A. t(¢y any sum which he receives as his share of the'
profits or-gains of an association of individuals,
otherthan a Hindu undivided family, company
or firm, where such profits or gains have heen
assessed to income-tax.
P, 11, 56. 15. (1) The tax shall not be payable by an assessee in
\! Exemption in the respect of any sums paid by him to effect
gl‘ase of life insurances. an’ insurance on his own life or on the
{ { life of his wife, or in respect of a contract for a deferred
i
ERS:

annuity on his own life or on the life of his wife, or as a
{contribution to any Provident Fund to which the Provident
Funds Act, 1897, applies.

1% % * *= % IX of

1897.
(2) Where the assessee is a Hindu undivided family,
there shall be exempted under sub-section () any sums paid
to effect an insurance on the life of any male member of the
family or of the wife of any such member.
P. 11. (9) The aggregate of any sums exempted under this
section shall not, together with any sums exempted under
: the proviso to sub-section (1) of section 7, fand any sums
P. 20-A. 1 exempted under sub-section (1) of section 58-F exceed one-
: - sixth of the total income of the assessee.

.11, 716 (1) In computing the total income of an assessee
E sums exempted under the proviso to sub-
xemptions and ex- . - .
clusions in determining  Section (7) of section 7, the provisos to
the total income. section 8, sub-section (2) of section 14
and section 15, shall be included.

P. 5%, 63. (2) For the purposes of sub-section (1), any sum men-
tioned in clause (&) of sub-section (2) of section 14 shall be
increased by the amount of income-tax payable by the com-
pany in respect of the dividend received.

P.11,58. 17. Where owing to the fact that the total income of
Reduction of tax ALY assessee has reached or exceeded a

when margin above a certain limit he is liable to pay income-

certain limit is small.  ¢ay o1 to pay income-tax at a higher rate,

the amount of income-tax payable by him shall where:

kY

* Inserted by the Income-tax (Amendment) Act, 1928 (III of 1928).

+ Inserted by the Income-tax (Amendment) Act 1930 (XXII of 1930).

1 Repealed by the Income-tax (Amendment) Act 1924 (XTI of 1924).

¥ Inserted by the Income-tax (Provident Tunds Relief) Act, 1929 (XIT
of 1929).



15

necessary, be reduced so as not to exceed the aggregate of
the following amounts, namely —

(a) the amount which would have been payable if his
total income had been n sum less by one rupee
than that himit, and

(b) the amount by which his total income exceeds that.
sum.

CHAPTER IV.

DEepucTIONS AXD ASSESSMENT.

18. (1) Income-tax <hall, unless otherwise prescribed P. 5!
Payment by deduc.  ID the cace of any security of the Gov-
fiom a2 soured ernment of Indiz, be leviable in advance
b{ deduction at the time of payment in respect of mcome
chargeable under the following heads —
(i) ** Salaries ”’; and
(if) ** Interest on sccurities.”

(2) Any person responsible for paying any mcome P, 2t
chargeable under the head ** Salaries » shall, at the time 80
of payment, deduct income-tax on the amount payable at
the rate applicable to the estimated income of the assessee
under this head :

Provided that such person may, at the time of making
any deduction, increase or reduce the amount to be dcd_uc-
ted under this sub-scction for the purpose of adjusting
any excess or deficiency arising out of any previous deduc-
tion or failure to deduct.

*(2a) Notwithstanding anything hereinbefore con-
tained, for the purposc of making the deduction under
sub-section (2), there shall be included in the amount
payable any income chargeable under the head ¢ Salaries
which is payable to the assessee out of India by or on behalt
of Government, and the value in rupees of such mcomeR. 11
shall be caleulated at the prescribed rate of exchange. P, 59

(8) The person responsible for paying any , income P. 23
chargeable under the head ** Interest on securities ** shall, .
at the time of payment, deduct income-tax on the amount
of the interest payable at the maximum rate

Joamloserted by the Income-tax (Sevond Amendment) Aok, 1995 (XVI of
25). -
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P. 5%7. (4) All sums deducted in accordance with the provi-
sions of this section shall, for the purpose of computing
the income of an assessee, be deemed to be income received.

P. 59. (6) Any deduction made in accordance with the provi-
sions of this section shall be treated as a payment of income-
tax on behalf of the person from whose income the deduc-
tion was made, or of the owner of the security, as the case
may be, and credit shall be given to him therefor in the
assessment, if any, made for the following year under this
Act:

Provided that, if such person or such owner obtains, in
accordance with the provisions of this Act, a refund of any
portion of the tax so deducted, no credit shall be given for
the amount of such refund.

(6) All sums deducted in accordance with the provi-
sions of this section shall be paid within the prescribed
time by the person making the deduction to the credit of
the Government of India, or as the Central Board of

R. 10-12. Revenue directs.

P. 59. (7) If any such person does not deduct and pay the tax

. as required by this section, he shall, without prejudice to

any other consequences which he may incur, be deemed to

be personally in default in respect of the tax.
(8) The power to levy by deduction under this section

5 shall be without prejudice to any other mode of recovery.

- P, 61, 92. (9) Every person deducting income-tax in accordance
with the provisions of sub-section (3) shall, at the time of
payment of interest, furnish to the person to whom the

R.18. interest is paid a certificate to the effect that income-tax
has been deducted, and specifying the amount so deducted,
the rate at which the tax has been deducted, and such other
particulars as may be prescribed.

P, 59. 19. In the case of income chargeable under any other
Payment in other Neads than those mentioned in sub-sec-
cases. tion (1) of section 18, and in any case

where income-tax has not been deducted in accordance with
the provisions of that section, the tax shall be payable by
the assessee direct.

R, 42,43,  ¥19-A. The principal officer of every company shall, on
P. 8. . or before the 15th day of June in each
Supply of informa- . . -
tion regarding divi- year, furnish to the prescribed officer a
dends. return in the prescribed form and veri-

* Inserted by the Income-tax (Amendment) Act, 1926 (XXIV of 1926).
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fied in the prescribed manner of the fiames and of the
addresses, as entered in the register éf shareholders main-

tained Iey the company, of the sharcholders to whom a
et By compang, o B o .

\ -

20. The principal officer of every company shall, at the P. 63, 92.
Certifcate by com time of distribution of dividends, fur-
pany to sharcholders Tish to every person recerving a dividend
recevng dimdends, 5 eoptificate to the efiect that the com-
pany has paid or will pav mncome-tax on the profits which
are being distributed. and specifying such other particulars a
as may be prescribed . 14.

21, The preseribed person in the case of every Govern- R. 15,
A ment office._and the principal officer or P, 8, 64,
Anoual return e e ) d
—— the preseribed person in the case of every
local authority, company or other public body or associa-
tion, and every private employer shall prepare, and,
within thirty days from the 31st day of March 1n each year,
deliver or cause to be delivered to the Income-tax Officer in R, 17,
the prescribed form, a return in wniting showing—

(a) the name and, so far as it is known, the address.
of every person who was receiving on the said
31st day of March, or has received during the
year ending on that date, from the authority,
company, body, association or private em-
ployer, as the case may be, any incomeR.16.
chargeable under the head ** Salaries ** of such
amount as may be preseribed;

(b} the amount of the income so received by each such
! person, and the time or times at which the same
was paid;
(c) the amount deducted in respect of income-tax
from the income of each such person

22, (1) The Principal officer of every company shall P. 11, 65,

prepare, and, on or before the fifteenth 67, 68,

day of June in each year, furnish to the

\ {Income-tax Officer & return, in the prescribed form and
verified in the prescribed manner, of the total income of the
company during the previous year -

'\ Retarn of 1ncome.

R, 18.
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67.

69, 87.

11, 76,

70, Y1,
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Provided that the Income-tax Officer may, in his dis-
cretion, extend the date for the delivery of the return in
the case of any company or class of companies.

(2) In the case of any person other than a company
whose total income is, in the Income-tax Officer’s opinion,
of such an amount as to render such person liable to income-
tax, the Income-tax Officer shall serve a notice upon him
requiring him to furnish, within such period, not heing less
than thirty days as may be specified in the notice, a return
in the prescribed form and verified in the prescribed
manner setting forth (along with such other particulars as
may be provided for in the notice) his total income during
the previous year.

(8) If any person has not furnished a return within the
time allowed by or under sub-section (7) or sub-section (2).
or having furnished a return under either of those sub-
sections, discovers any omission or wrong statement therein,
he may furnish a return or a revised return, as the case may
be, at any time before the assessment is made, and any re-
turn so made shall be deemed to be a return made in due
time under this section.

(4) The Income-tax Officer may serve on the principal
officer of any company or on any person upon whom a notice
has been served under sub-section (2) a notice requiring
him, on a date to he therein specified, to produce, or cause
to be produced, such accounts or documents as the Income-
tax Officer may require:

Provided that the Income-tax Officer shall not require
the production of any accounts relating to a period more
than three years prior to the previous year.

23. (1) If the Income-tax Officer is satisfied that a
return made under section 22 is correct
and complete, he shall assess the total
income of the assessee, and shall determine the sum payable
by him on the basis of such return.

(2) If the Income-tax Officer has reason to believe that
a return made under section 22 is incorrect or incomplete
he shall serve on the person who made the return a notice
requiring him, on a date to be therein specified, either to
attend at the Income-tax Officer’s office or to produce, or
to cause to be there produced, any evidence on which such
person may rely in support of the return.

Assessment.
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(5) On the day specified in the notice issued under sub- P, 1L,
section (2), or as soon afterwards as may be, the Income-tax
Officer, after hearing such evidence as such person may
produce and such other evidence as the Income-tax Officer
may require, on specified potnts, shall, by an order in writ-
ing assess the total income of the assessee, and determine
the sum payable by him on the basis of such assessment,

{2) If the principal officer of any company or any other p, gg, 70,
person fails to make a return under sub-section (1} or sub- '
section {2) of section 922, as the case may be, or fails 1o
comply with all the terms of a notice issued under sub-
section {4} of the same section or, having made a return,
fails to comply with all the terms of a notice 1ssued under
sub-section (2) of this section, the Income-tax Officer shall
make the assessment to the best of his judgment *and, in
the case of a registered firm, may cancel its registration.

* Provided that the registration of a firm shall not be
cancelled until fourteen days have elapsed from the issue
of a notice by the Income-tax Officer to the firm intimating
his intention to cancel its registration .

#23-A. (1) Where the Income-tax Officer 1s satis- P, 554,

Power to amess 10- f_ied.t}.mt any firm or other association of
divdnal members of individuals carrying on any business,
gertam fims, assocs- gther than a Hindu undivided family or
wns and companice .

a company, is under the control of one

member thereof, ar ™ ° T T
formed or is heing *
ing the liability t .
with the previous approval of the Assistant Commissioner,
pass an order that the sum payable as mncome-tax by the
firm or association shall not be determined, and thereupon
the share of each member in the profits and gamns of the firm
or agsociation shall be included in his total income for the
purpose of his ascessment thereon.

Eaplanation.—A member of a firm or assoctation who
owns the whole or the major portion of the capital of the
firm or association shall not by reason only of that fact be
deemed to control the firm or association

(2) Where the Income-tax Officer is satisfied that a
company is under the control of not more than five of its

* Inserted by the Incometax (Amendment) Act, 1930 (XXI of 1830).
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members and that its profits and gains are allowed
to accumulate bevond its reasonable needs, existing and
contingent, having regard to the maintenance and develop-
ment of its business, without being distributed to the
members, or that a reasonable part of its profits and gains.
having regard to the said needs, has not been distributed
to its members in such manner as tfo render the amount
distributed liable to be included in their total income, and
that such accumulation or failure to distribute is for the
purpose of preventing the imposition of tax upon any of
the members in respect of their shares in the profits and
gains so accumulated or not distributed, the Income-tax
Officer may, with the previous approval of the Assistant
Commissioner, pass an order that the sum payable as
income-tax by the company shall not be determined, and
thereupon the proportionate share of cach member in the
profits and gains of the company, whether such profits and
gains have been distributed to the members or not, shall be
included in the total income of such member for the purpose
of his assessment thereon :

Provided that this sub-section shall not apply to any
company which is a subsidiary company or in which the
public arc substantially interested.

Ezplanation.—For the purpose of this sub-section,—

(@) a company shall be deemed to be a subsidiary com-
pany if, by reason of the beneficial ownership of
shares therein, the control of the company is in
the hands of a company not being a company
to which the provisions of this sub-section apply
or of two or more companies none of which is a
company to which those provisions apply;

(b) a company shall be deemed to be a company in
which the public are substantially interested if
shares of the company (not being shares entitled
to a fixed rate of dividend, whether with or
without a further right to participate in profits)
carrying not less than twenty-five per cent. of
the voting power have been allotted uncondi-
tionally to, or acquired unconditionally by, and
are at the end of the previous year beneficially
held by, the public (not including a company to
which the provisions of this sub-section apply)
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and if any such shares have in the course of
such previous year been the subject of dealings
any stock eschange in British India or are in
fact freely transferable by the holders to other
members of the public;

(c) unless the contrary is proved, a company shall be
deemed to be under the control of any persons
where the majority of the voting power or
shares is in the hands of those persons or of
xelatives or nominees of those persons;

(d) *“ nomince *’ means a person who may be required
to exercise: his voting power on the directions
of, or holds shares directly or indirectly on
behalf of, another person

(3) The Assistant Commissioner shall not give his
approval to any order proposed to be passed by the Income-
tax Officer under this section until he has given the firm,
ﬁssocdiation or company concerned an opportunity of being

eard.

(4) {¢) Where any member of a firm or association of P, g1,
individuals makes default in the payment of tax on his
share of profits and gains which has been included in his
total income under the provisions of sub-section (1), such
tax may be recovered from the firm or association, as the
case may be.

(i1) Where the proportionate share of any member of a
company in the undistributed profits and gains of the com-
Pany has been included in his total income under the provi-
sions of sub-section (2), the tax payable in respect thereof
shall be recoverable from the company and may be recover-
ed from such member, if there are not sufficient funds in
the hands of’the company to pay the tax, or if the winding
up of the company has commenced.

(#1) Where tax is recoverable from a company, firm or
other association nnder this sub-section, a notice of demand
shall be served upon it in the prescribed form showing the
sum so payable, and such company, firm or association shall
be deemed to be the assessee in respect of such sum, for the
purposes of Chapter VI.

(5) Where tax has been paid in respect of any nndistri-
buted profits and gains of a company under this section, and
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such profits and gains are subsequently distributed in any
year, the proportionate share therein of any member of the
company shall be excluded in computing his total income of
that year.

24, (1) Where any assessee sustains a loss of profits or
Seboff of lows jn aiDs in any year under any of the heads
computing aggregate mentioned in section 6, he shall be en-
income. titled to have the amount of the loss set-
off against his income, profits or gains under any other
head in that year. o

(2) Where the assessee is a registered firm, and the
loss sustained cannot wholly be set-off under sub-section (1),
any member of such firm shall be entitled to have set-oft
against any income, profits or gains of the year in which
the loss was sustained in respect of which the tax is payable
by him such amount of the loss not already set-off as is:
proportionate to his share in the firm.

25. (1) Where any business, profession or vocation ‘omw
Assessment in case WHRACR income-tax was not at any time
of discontinued busi- charged under the provisions of the
ness. Indian Income-tax Act, 1918, is discon-
tinued in any year, an assessment may be made in that year
on the basis of the income, profits or gains of the period
between the end of the previous year and the date of such
discontinnance in addition to the assessment, if any, made

on the basis of the income, profits or gains of the previous.
year.

(2) Any person discontinuing any such business, pro-
fession or vocation shall give to the Income-tax Officer
notice of such discontinuance within fifteen days thereof,
and, where any person fails to give the notice required hy
this sub-section, the Income-tax Officer may direct that a
sum shall be recovered from him by way of penalty not
exceeding the amount of tax subsequently assessed on him
in respect of any income, profits or gains of the business,
profession or vocation up to the date of its discontinuance.

_ (5) Where any business, profession or vocation 2% %
* on which tax was at any time charged under the provi-

sions of the Indian Income-tax Act, 1918, is discontinued VIof
no tax shall be payable in respect of the income, profits and '

! Amended by the Income-tax (Amendment) Act, 1924 (XT of 1924).
3Repealed by the Income-tax (Amendment) Act, 1924 (XTI of 1924).
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gains of the period between the end of the previous year
and the date of such discontinuance, and the assessee may
further claim that the income, profits and gains of the
presious year shall be deemed to have been the income,
profits and gains of the said period. Where any such
claim is made, an assessment shall be made on the basis of
the income, profits and gains of the said period, and if an
amonnt of tax has already been paid in respect of the in-
come, profits and gains of the previous year exceeding the
amount payable on the basis of such assessment, a refund
shall be given of the difference.

(4) Where an assessment is to be made under sub-section
(1) or sub-section (5), the Income-tax Officer may serve on
the person whose income, profits and gains are to be asses-
sed. or, in the case of a firm, on any person who was a mem-
ber of such firm at the time of its discontinuanee, or, in the
case of a company, on the principal officer thereof, a notice
containing all or any of the requirements which may be
included in a notice under sub-section () of section 22, and
the provisions of this Act shall, so far as may be, apﬁ]y
accordingly as if the notice were a notice issued under that
sub-section.

* 25-A. (1) Where, at the time of making an assessment p, 54,

Assessment_after  DEE section 23, it is claimed by or on
partition of » Mndu behalf of any member of & Hindu family
pndivided family hitheito tassessed ns undivided that a
partition has taken place among the members of such
tamily, the Income-tax Officer shall make such inquiry
thereinto as he may think fit, and 1f he is satisfied that a
separation of the members of the family has taken place
and that the joint family property has been partitioned
among the various members or groups of members in defi-
nite portionst he shall record an order to that effect :

Provided that no such order shall be recorded until
notices of the inquiry have been served on all the members
of the family.

(2) Where such an order has been passed, the Income-
tax Officer shall make an assessment of the total income
received by or on behalf of the joint family as such, as if

“ Insetted by the Income-tax (Amendment) Act, 1028 (ITI of 1928)
4 Tneerted by the Tncome-tax (becond Amendment) Act, 1930 (XXII of
1990
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no separation or partition had taken place, and each
member or group of members shall in addition to any in-.
come-tax for which he or it may be separately liable and
notwithstanding anything contained in sub-section () of
section 14, be liable for a share of the tax on the income
so assessed according to the portion of the joint family
property allotted to him or it;

and the Income-tax Officer shall make assessments
accordingly on the various members and groups of members
in accordance with the provisions of section 23 :

Provided that all the separated members and groups of
members shall be liable jointly and severally for the tax
assessed on the total income received by or on behalf of the
joint family as such.

* (8) Where such an order has not been passed in respect
of a Hindu family hitherto assessed as undivided, such
family shall be deemed, for the purposes of this Act, to
continue to be a Hindu undivided family.

1 26. (1) Where, at the time of making an assessment
_Chango in constitu. Under section 23, it is found that a
tion of a firm, change has occurred in the constitution
of a firm or that a firm has been newly constituted, the
assessments on the firm and on the members thereof shall,
subject to the provisions of this Act, be made as if the firm
had been constituted throughout the previous year as it is
constituted at the time of making the assessment, and as
if each member had received a share of the profits of that
year proportionate to his interest in the firm at the time
of making the assessment.

(2) Where at the time of making an assessment under
Chango of owner- Section 23, it is found that the person
ship of business. carrying on any business, profession or
vocation has been succeeded in such capacity by another
person, the assessment shall be made on such person
succeeding, as if he had been carrying on the business, pro-
fession or vocation throughout the previous year, and as
if he had received the whole of the profits for that year.

* Inserted by the Indian Income-tax (Second Amendment) Act, 1930
(XXII of 1930).

t Substituted for the original section by the Income-tax (Amendment)
Act, 1928 (III of 1928).
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* 26-A. (1) Application may be made to the Income-tax P. 10.
Procedure m regis. - Officer on behalf of any firm, constituted
tration of frms. under an instrument of partoership
specifying the individual shares of the partners, for regis-
tration for the purposes of this Act and of any other enact-
ment for the time being in force relating to income-tax or
super-tax.

(2) The application shall be made by such person or P. 68.
persons, and at such times and shall contain such parti-
culars and shall be in such form, and be verified 1n such R, 2—8.
manner, as may be prescribed; and it shall be dealt with by
the Income-tax Officer in such manner as may be prescribed.

27. Where an assessee or, 1n the case of a company, the P, 67.

Cancellation of as. Principal officer thercof, within one
sessment whea esese  month from the service of a notice of
¥ ehown demand issued as hereinafter provided,
satisfies the Income-tax Officer that he was prevented by
sufficient cause from making the return required by section
22, or that he did not receive the notice issued under sub-
section (4) of section 22, or sub-section (2) of section 23,
or that he had not a reasonable opportunity to comply, or
was prevented by sufficient cause from complying, with the
terms of the last-mentioned notices, the Income-tax Officer
shall cancel the assessment and proceed to make a fresh
assessment in accordance with the provisions of section 23.

+ 28. (1) If the Income-tax Officer, the Assistant Com- P. 87, 68,

Peaslty for conceal. missioner or the Commissioner, m the
ment of 1acome or 1. €ourse of any proceedings under this Act,
proper distnbution of s satisfied that an assessee has concealed
profits. the particulars of his income or has deli-
berately furnished inaccurate particulars of such income,
and has thereby returned it below its real amount, he may
direct that the assessee shall, in addition to the income-tax
payable by him, pay by way of penalty a sum not exceeding
the amount of the income-tax which would have been avoid-
ed if the income so returned by the assessee had been accept-
ed as the correct income.

(2) If the Income-tax Officer, the Assistant Commis-
sioner or the Commissioner, in the course of any proceed-

')In!eﬂed by the Indian Income-tax (Amendment) Act, 1930 (SXT of
1930

4+ Bubstituted for the original section by the Indian Income-tax (Amend-
\ ment} Act, 1930 (XXI of 1930)
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'ings under this Act, is satisfied that the profits of a regis-

tered firm have been distributed otherwise than in accord-
ance with the shares of the partuers as shown in the instru-
ment of partnership registered under this Act governing
such distribution, and that any partner has thereby return-
ed his income below its real amount, he may dircet that
such partner shall, in addition to the income-tax payable
by him, pay by way of penalty a sum not exceeding the
amount of income-tax. which has been avoided. or would
have been avoided if the income returned by such partner
had been accepted as his correct income: and no refund or
other adjustment shall be claimable by any other partner
by reason of such direction.

(3) No order shall be made under sub-section (1) or sub-
section (2), unless the assessee or parvtner, as the case may
be, has been heard, or has been given a reasonable oppor-
tunity of being heard.

(4) No prosccution for an ofience against this Aet shall
be instituted in respect of the same facts on which a penalty
has been imposed under this section.

(5) An Assistant Commissioner or a Commissioner, who
has made an order under sub-section (7) or sub-section (2),
shall forthwith send a copy of the same to the Tncome-tax
Officer.

29, When the Income-tax Officer has determined a sum’
to be payable by an assessee under section
23, or when an order has been passed
under sub-section (2) of section 25 or section 25 for the
payment of a penalty. the Income-tax Officer shall serve on
the assesseec a notice of demand in the prescribed form
specifying the sum so payvable.

Notien of demand.

30. (1) Any assessee objecting to the amount or rate at
Appeal against as.  Which he is assessed under section 23 or
sessmentunder thissection 27, or denving his liability to be
. assessed under this Aect. or objecting to

a refusal of an Income-tax Officer to make a fresh assess-
ment under section 27, or to any order against him under
sub-section (2) of section 25* or section 25-4 or section 98,
made by an Income-tax Officer, may appeal to the Assistant

193B)Inso:rted by the Indian Income-tax (Amendment) Act, 1930 (XXIT of
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Commissioner against the assessment or against such
refusal or order :

-Provided that no appeal shall lic in respect of an assess-
ment made \.mder sub-section (4) of section 23, or under
that sub-section read with section 27.

_(2) The appeal shall ordinarily be presented within
thirty days of receipt of the notice of demand relating to
the assessment or penalty objected to, or of the date of the
refusal to make a fresh assessment under section 27, as the
case may be; but the .Assistant Commussioner may adout
an appeal after the expiration of the period 1f he 1s satis-
fied that the appellant had sufficient cause for not present-
ing it within that period P.78.
(8) The appeal shall be in the preseribed form and shall g, 21,
be verified in the prescribed manner
81. (1) The Assistant Commissioner shall fix a day and P, 79, 80
Hearme of aopest,  P12CE for the hearing of the appeal, and
onme of APl may from time to time adjourn the
hearing.

(2) The Assistant Commissioner may, before disposing
of any appeal, make such further inquiry as he thinks fit,
or cause further inquiry to be made by the Income-tax
Officer.

(8) In disposing of an appeal the Assistant Commis-
sioner may, in the case of an order of assessment,—

(@) confirm, reduce, enhance or annul the assess-
ment, or

(b) set aside the assessment and direct the Income-tax
Officer to make a fresh assessment after making
such further inquiry as the Income-tax Officer
thinks fit or the Assistant Commissioner may
direct, and the Income-tax Officer shall there-
upon proceed to make such fresh assessment,

® or, in the case of an order refusing to make a fresh assess-
ment under section 27, .

(¢) confirm such order, or cancel it and direct the
Income-tax Officer to make a Jresh assessment;

* Inserted by the Indian Income-tax (Second Amendment) Act, 1930
(XXII of 1930}
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or, in the cases of an order under sub-section (2?) of section
25 or section 28,—

(d) confirm, cancel or vary such order:

Provided that the Assistant Commissioner shall not
enhance an assessment unless the appellant has had a
reasonable opportunity of showing cause against such
enhancement..

32. (I) Any assessce objecting to an order passed by an

Appenls  ogainet <YSSistant Commissioner under scetion 28
orders  of Assistant  Or to an order enhancing his assessment
Commissioner. under suh-section (3) of section 31, may
appeal to the Commissioner within thirty days of the
making of such order.

(9) The appeal shall be in the preseribed form, and
shall be verified in the preseribed manner.

(8) In disposing of the appeal the Commissioner may,
after giving the appellant an opportunity of being heard,
pass such orders thercon as he thinks fit.

33. (7) The Commissioner may of his own motion call
for the record of any procceding under
this Act which has heen taken by any
authority subordinate to him or by himself when exercising
the power of an Assistant Commissioner under sub-section
(4) of section 5.

(2) On receipt of the record the Commissioner may
make such inquiry or cause such inquiry to he made and,
subject to the provisions of this Act. may pass such orders
thereon as he thinks fit:

Provided that he shall not pass any order prejudicial
to an assessee without hearing him or giving him a reason-
able opportunity of being heard.

¥ 83-A. (1) Any person aggrieved by an order of an

Referenca to Board  Income-tax Officer under sub-section (1)
of Referces. or sub-section (2) of section 23-A may,
within thirty days of the date on which he was served with
notice of such order, lodge an appeal in the office of the
Commissioner.

(2) The appeal shall be in the prescribed form and shall
be verified in the prescribed manner.

Powoer of roview.

lgg‘(’))lnscrted by the Indian Income-tax (Amendment) Act, 1930 (XX1 of
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(8) The Commissioner shall refer such appeal, with a P, 81-A,
statement of his own opimon thereon, to a Board of
Referees for decision; and the Board of Referees shall de-
cide the appeal after hearing the appellant and any person
deputed by the Commissioner -

Provided that, before making a reference to a Board of
Referees, the Commissioner may, and at the request of the
appellant shall, in exercise of his powers of revision under
section 33, decide the matters in dispute, and thereupon the
assessee may withdraw his appeal or proceed with it

(4) The decision of the Board of Referees shall be for-
warded to the Commissioner who shall transmit 1t to the
TIncome-tax Officer who passed the original order. and shall
also send copies to each Income-tax Officer who has made
any assessment consequent upon such order, and where a
decision reverses or modifies the order of the Income-tax
Officer, fresh assessments shall be made in accordance there-
with, or such consequential adjustments as may be required
shall be made in any assessment already made

(5) The decision of a Board of Referees shall not be P. 81.
subject to appeal to any Income-tax authority, and shall
not be revised by the Commmissioner in exercise of his
powers under section 33

(6) A Board of Referees shall consist of not less than
three and not more than five persons, of whom not less than
one-half shall be non-officials having business experience,
and one shall be a judicial officer not inferior in rank to a
Subordinate Judge or a Judge of a Small Cause Court who
has held judicial office for a period of not less than ten
years.

(7) Subject to the provisions of sub-section (6, the
Central Board of Revenue may make rules regulating the
formation, composition and procedure of Boards of
Referees.

34, If for any reason income, profits or gains charge- P. 82.

. able to income-tax has escaped assess-

poieome &3P ment in any year or has been assessed at
too low a rate, the Income-tax Officer

may, at any time within one year or the end of that year,
serve on the person liable to pay tax on such income, profits
ot gains, or, in the case of a company, on the principal
officer thereof, a notice containing all or any of the require-
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ments which may be included in a notice under sub-section
(2) of section 22 and may proceed to assess or re-assess such
income, profits, or gains, and the provisions of this Act
shall, so far as may be, apply accordingly as if the notice
were a notice issued under that sub-section :

Provided that the tax shall be charged at the rate at
which it would have been charged had thé income, profits
or gains not escaped assessment or full assessment, as the
casge may be.

85. #(1) The Commissioner or Assistant Commissioner
Rectification of mis- Mmay, at any time within one year from
take. the date of any order passed by him in
appeal or, in the case of the Commissioner, in revision
under section 33 and the Income-tax Officer may, at any
time within one year from the date of any demand made
upon an assessee. on his own motion rectify any mistake
apparent from the record of the *appeal, revision or assess-
ment, as the case may be, and shall within the like period
rectify any such mistake which has been brought to his
notice by *fhe assessee :

Provided that no such rectification shall be made, having
the effect of enhancing an assessment unless the *Commis-
siomer, the Assistant Commissioner or the Income-tax
Officer, as the case may be, has given notice to the assessee
of his intention so to do and has allowed him a reasonable
opportunity of being heard. '

(2) Where any such rectification has the effect of re-
ducing the assessment, the Income-tax Officer shall make
any refund which may be due to such assessee.

(8) Where any such rectification has the effect of en-
hancing the assessment, the Income-tax Officer shall serve
on the assessee a notice of demand in the prescribed form
specifying the sum payable, and such notice of demand
shall be deemed to be issued under section 29, and the pro-
visions of this Act shall apply accordingly.

{  36. In the determination of the amount of tax or of a
Tax to be caleulates Tefund payable under this Act, fractions
{ to nesrest anna. of an anna less than six pies shall be
‘i disregarded, and fractions of an anna equal to or exceed-
i ing six pies shall be regarded as one anna.

* Amended by Income-tax (Amendment) Act, 1928 (TII of 1928).
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37. The Income-tax Officer, Assistant Commissioner P, 70, 83.
Power to take eu. and Commissioner shall, for the pur-
dence on oath, etc poses of this Chapter, have the same
owers as are vested in a Court under the Code of Civil
- Procedure, 1908, when trying a suit in respect of the follow-
ing matters, namely :—

(o) enforcing the attendance of any person and
examining him on oath or affirmation;

(%) compelling the production of documents; and

(c) issving commissions for the examination of
witnesses;

and any proceeding before an Income-tax Officer, Assistant p mp
Commissioner or Commissioner under this Chapter shall ’
 be deemed to be a * judicial proceeding ** within the mean-
ing of sections 193 and 228 *and for the purposes of sec-
tion 196 of the Indian Penal Code.

38, The Income-tax Officer or Assistant Commissioner
Power to call for ay, for the purposes of this Act,—

weformation

(1) require any firm, or Hindu undivided family to
furnish him with a return of the members of the
firm, or of the manager or adult male members
of the family, as the case may be, and of their
addresses;

(2) require any person whom he has reason to believe
to be a trustee, gnardian, or agent, to furnish
him with a return of the names of the persons
for or of whom he is trustee, guardian, or agent,
and of their addresses.

89. The Income-tax Officer or As}iistant Commissioner, p, 7,
or any person authorised in writing in
e b this b}éhg.lf by the Income-tax Oﬁice'% or
sny company Assistant Commissioner, may inspect
and, if necessary, take copies or cause copies to be taken,
of any register of the members, debenture-holders or mort-
gagees of any company or of any entry in such register.

® Tncerted by the Indian Income-tas (Second Amendment) Act, 1930
(XXII of 1930).
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CHAPTER V.

LiasiLiTy v SprCIAL CASES.

40. In the case of any guardian, trustee or agent of any
Guardians, trustees PETSON being a minor, lunatic or idiot or
and agents. - residing out of British India (all of
which persons are hereinafter in this section included in
the term ** beneficiary °’) being in receipt on behalf of such
beneficiary of any income, profits or gains chargeable under
this Act, the tax shall be levied upon and recoverable frpm
such guardian, trustee or agent, as the case may be, in like
manner and to the same amount as it would be leviable
upon and recoverable from any such beneficiary if of full
age, sound mind, or resident in British India, and in direct
receipt of such income, profits or gains, and all the provi-
sions of this Act shall apply accordingly.

41, In the case of income, profits or gains chargeable
under this Act which are received by the
Courts of Wards, the Administrators-
General, the Official Trustees or by any receiver or manager
(including any person whatever his designation who in fact
manages property on behalf of another) appointed by or
under any order of a Court, the tax shall be levied upon
and recoverable from such Court of Wards, Administra-
tor-General, Official Trustee, receiver or manager in the
like manner and to the same amounts as it would be leviable
upon and recoverable from any person on whose behalf
such income, profits or gains are received, and all the pro-
visions of this Act shall apply accordingly.

42. () Tn the case of any person residing out of
British India, all profits or gains accru-
ing or arising to such person, whether
directly or indirectly, through or from any business con-
nection or property in British India, shall be deemed to be
income accruing or arising within British India, and shall
be chargeable to income-tax in the name of the agent of any
such person, and such agent shall be deemed to be, for all
the purposes of this Act, the assessee in respect of -such
1ncome-tax :

Provided that any arrears of tax may be recovered also

Courts of Wards, etc.

Non-residents.

" in accordance with the provisions of this Act from any

assets of the non-resident person which are, or may at any
time come, within British India.
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(2) Where a person not resident in British India, and P, 87..
10t being a British subject or a firm or company constituted
vithin His Majesty’s dominjons or a branch thereof, car-
ies on business with a person resident 1n British India,
ind it appears to the Income-tax Officer or the Assistant
Jommissioner, as the case may be, that owing to the close
onnection between the resident and the non-resident
»erson and to the substantial control exercised by the non-
estdent over the resident, the course of business between
hose persons is so arranged, that the business done by the
estdent in pursuance of his connection with the non-resi-
lent produces to the resident either no profits or less than
be ordinary profits which might be expected to arise in that
siness, the profits derived therefrom or which may rea-
onably be deemed to have been derived therefrom, shall be
‘hargeable to income-tax in the name of the resident person
vho shall be deemed to be, for all the purposes of this Act,
he assessee in respect of such income-tax

*(3) Where any profits or gains have accrued or arisen
o any person directly or indirectly from the sale in British
‘ndia by him or by any agency or branch on his behalf of
iny merchandise exported to British India by him or any
igency or branch on his behalf from any place outside
Iritish India, the profits or gains shall be deemed to have
icerued and arisen and to have been received in British
ndia, and no allowance shall be made under sub-section (2)
f section 10 in respect of any buying or other commission
vhatsoever not actually paid, or of any other amounts not
ctually spent, for the purpose of earming such profits or
rains.

43, Any person employed by or on bebalf of a person p, g7,
agents to mclade  Tesiding out of British India, or having
ssons  treated o5 any business connection with suth per-
1ch. som, or through whom such person is in
he receipt of any income, profits or gains upon whom the
neome-tax Officer has caused a notice to be served of his
ntention of treating him as the agent of the non-resident
erson shall, for all the purposes of this Act, be deemed to
e such agent:

Provided that no person shall be deemed to be the agent
f a non-resident person, unless he has had an opportunity
f being heard by the Income-tax Officer as to his liability.

* Inserted by the Income-tax (Amendment) Act, 1928 (III of 1928).
! c3
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44, Where any business, profession or vocation carried
iability in c on by a firm has been discontinued,
Liability in case of N
u discontinued firm or  cvery person who was at the time of such
partnership. discontinuance a member of such firm
shall be jointly and severally liable for the amount of the
tax payable in respect of the income, profits and gains of
the firm.

CHAPTER V-A*

SPECIAL PROVISIONS RELATING TO CERTAIN CLASSES OF
SHIPPING.

44-A. 'The provisions of this Chapter shall. notwith-
Lisbility to tax of Standing anything contained in the other
occasional’ shipping.  provisions of this Act, apply for the pur-
pose of the levy and recovery of tax in the case of any
person who resides out of British Tndia and carries on
business in British India in any year as the owner or
charterer of a ship (such person hereinafter in this
Chapter heing referred to as the principal), unless the
Income-tax Officer is satisfied that there is an agent of such
principal from whom the tax will be recoverable in the
following year under the other provisions of this Act.

44-B, (1) Before the departure from any port in British -

Return of profits 1ndia of any ship in respect of which the
and gains. provisions of this Chapter apply, the
master of the ship shall prepare and furnish to the In-
come-tax Officer a return of the full amount paid or pay-
able to the principal, or to any person on his behalf, on
account of the carriage of all passengers, livestock or goods
shipped at that port since the last arrival of the ship
thereat.

(2) On receipt of the return. the Income-tax Officer shall
assess the amount referred to in sub-section (1), and for
this purpose may call for such accounts or documents as
he may require, and one-twentieth of the amount so
assessed shall be deemed to be the amount of the profits
and gains accruing to the principal on account of the car-

190; Inserted by the Income-tax (Further Amendment) Act. 1093 (XXVIT of
£923). ‘
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iage of the passengers, Iive-stock and goods shipped at
he port.

(8) When the profits and gains have been assessed as
foresaid, the Income-tax Officer shall determine the sum
ayable as tax thereon at the rate for the time being appli-
able to the total income of a company, and such sum shall
e payable by the master of the ship, and a port-clearance
hall not be granted to the ship until the Customs-collector,
r other officer duly authorised to grant the same, is satis-
ed that the tax has been duly paid.

44-C. Nothing in this Chapter shall be deemed to pre-
vent a principal from claiming, in any
rear foﬁowmg that in which any pay-
nent has been mage on his behalf under this Chapter, that
n assessment be made of Ius total income in the previous
ear, and that the tax payable on the basis thereof be deter-
nined in accordance with the other provisions of this Act,
nd, if he so claims, any such payment as aforesaid shall
e treated as a payment in n(ﬁ‘ance of the tax and the
lifference between the sum so paid, and the amount of tax
ound payable by him shall be paid by him or refunded to
im, as the case may be.

Adjustment

CHAPTER VI.

RECOVERY OF TAX AND PENALTIES.

45. Any amount specified as payable 1 a notice of P, 91,
demand *under sub-section (4) of section
23-4 or under section 29 or an order
nder section 31 or section 32 or section 33, shall be paid
vithin the time, at the place and to the person mentioned
n the notice or order, or if a time is not so mentioned, then
n or before the first day of the second month following the
ate of the service of the notice or order, and any assessee
ailing so to pay shall be deemed to be in default, provided
hat, when an assessee has presented an appeal under sec-
ion 30 *or under section 33-4, the Income-tax Officer may
n his discretion treat the ascessee as not being in default as
ong as such appeal is undisposed of.

Fax when poyble

* Inserted by the Indian Income-tax (Amendment) Act, 1930 (XXI ef 1030).
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46. (1) When an assessee is in default in making a pay-
Mode and time of ment of income-tax, the Income-tax
recovery. Officer may in his discretion direct that,
in addition to the amount of the arrears, a sum not exceed-
ing that amount shall be recovered from the assessee by way
of penalty.

*#(1-4) For the purposes of sub-section () the Income-
tax Officer may direct the recovery of any sum less than the
amount of the arrears and may enhance the sum so directed
to be recovered from time to time in the case of a continuing
default, so however that the total sum so directed to be

recovered shall not exceed the amount of the arrears pay-
able.

(2) The Income-tax Officer may forward to the Collector
a certificate under his signature specifying the amount of
arrears due from an assessee, and the Collector, on receipt
of such certificate, shall proceeed to recover from such
assessee the amount specified therein as if it were an arrear
of land-revenue.

(8) In any area, with respect to which the Commissioner
has directed that any arrears may be recovered by any pro-
cess enforceable for the recovery of an arrear of any muni-
cipal tax or local rate imposed under any enactment for the
time being in force in any part of the province, the Income-
tax Officer may proceed to recover the amount due by such
process.

(4) The Commissioner may direct by what authority any
powers or duties incident under any such enactment as
aforesaid to the enforcement of any process for the recovery
of a municipal tax or local rate shall be exercised or per-
formed when that process is employed under sub-section

(3).

(6) If any assessee is in receipt of any income charge-
able under the head ‘‘ Salaries,’’ the Income-tax Officer
may require any person paying the same to deduct from any
payment subsequent to the date of such requisition any
arrears due from such assessee, and such person shall com-
ply with any such requisition ‘and shall pay the sums so
deducted to the credit of the Government of India, or as
the Central Board of Revenue directs.

* Tnserted by the Income-tax (Amendment) Act, 1928 (IIT of 1928).
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* (6) The Local Government may direct with respect to
any specifiéd area, that income-tax shall be recovered there-
in, with, and as an addition to, any municipal tax or local
rate by the same person and in the same manper as the
municipal tax or local rate is recovered

(7) Save in accordance with the provisions of sub-section P. 91.
(7) of section 42, no proceedings for the recovery of any sum
pavable under this Act shall be commenced after the expir-
ation of one year from the last day of the year in which any
demand is made under this Act

47. Any sum imposed by way of penalty under the pro- P. 81,
visions of sub-section (2) of section 25,
section 28 or sub-section (1) of section 48,

shall be recoverable in the manner provided in this Chapter

for the recovery of arrear of tax

Recovery of penalties

CHAPTER VII

RErFuNDs.

48. (1) If a shareholder in a company who has received P. 11, 63,
any dividend therefrom satisfies the 92.
Tncome-tax Officer *or other authority
appointed by the Governor General in Council in this
bekalf that the rate of income-tax applicable to the profits

or gains of 'the company. at the time of the declaration of
such dividend is greater than the rate applicable to his
total income of the year in which such dividend was
declared, he shall, on production of the certificate received

by him under the provisions of section 20, be entitled to a
refund on the amount of such dividend (including the
amount of the tax thereon) calenlated at the difference
between those rates.

Refunds

(2 ~° oo . ot " Income- P, 10, 11,
tax Off = ' Sovernor 55, 72,
Genera . " income- 92.

tax applicable to his total income of the previous vear was
less than the rate at which income-tax has been levied on the
profits or gains of the firm of that year, he shall be entitled

* Inserted by the Indian Tncome-tax (Second Amendment) Act, 1930
(XXIT of 1930)




P. 11, 59,
61, 92.

P 92,

P. 92.

P. 93,
93-A,
94, -

38

to a refund on his share of those profits or gains calculatec
at the difference between those rates.

(3) If the owner of a security from the interest or
which, or any person from whose salary, income-tax has
been deducted in accordance with the provisions of sectior
18, satisfies the Income-tax Officer “or other /l:ltl]LO?‘Ztg,
appointed by the Governor General in Council in this behal
that the rate of income-tax applicable to his total income
of the previous vear was less than the rate at which income-
tax has been charged in making such deduction in that
year, he shall be entitled to a refund on the amount of
interest or salary from which such deduction has been made
calculated at the difference between those rates.

T(4) Tor the purposes of this section, ¢ total income ’ in-
cludes, in the case of any person not resident in British
India, all income, profits and gains wherever arising, accru-
ing or received, which, if arising, accruing or received in
British India, would be included in the ~omputation of
total income under section 16.

T(5) Nothing in this section shall entitle to any refund
any person not resident in British India who is neither a
British subject as defined in section 27 of the British
Nationality and Status of Aliens Act, 1914, nor a subject
of a State in India.

49. (7) If any person who has paid Indian income-tax
Refief in respect of 10T ANy year on any part of his income
United Kingdom in-  proves to the satisfaction of the Income-
come-tax. tax Officer that he has paid United
Kingdom income-tax for that vear in respect of the same
part of his income, and that the rate at which he was en-
titled to, and has ohtained, relief under the provisions of
section 27 of the Finance Act, 1920, is less than the Indian
rate of tax charged in respect of that part of his income,
he shall be entitled to a refund of a sum calculated on that
part of his income at a rate equal to the difference hetween
the Indian rate of tax and the rate at which he was entitled
to, and obtained, relief under that section :

Provided that the rate at which the refund is to be given
shall not exceed one-half of the Indian rate of tax.,

* Inserted by the Tndi come-ts g
CXXIT of 1030, ndian Tncome-tax (Second Amendment) Act, 1930

1 Inserted by the Tncome-tax (Amendment) Act, 1022 (TIT of 192%),
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" (#) In sub-section (1)—
(a) the expression ‘‘ Indian income-tax *’ means in-
. come-tax and super-tax charged in accordance
with the provisions of this Act;

(b) the expressiop “ Indian rate of tax ”’ means the
amount of the Indian income-tax divided by
the income on which it was charged;

(cy the expression ‘“ Umted Kingdom income-tax ’*
means income-tax and super-tax chargeable in
accordance with the provisions of the Income-
tax Acts.

50. No claim to any refund of income-tax under this P. 95, B,

Lamutation of chims  Chapter shall be allowed, unless it 1s
for refand. made within one year from the last day
of the year in which the tax was recovered *or before the
last day of the financial year commencing after the expiry
of the * previous year *° as defined in elause (11) of section
21in which the income arose on which the tax was recovered,
whickever period may expire later - Provided that a clavm
to refund under section 49 may be admitted after the period
of Limitation herein prescribed, when the applicant satisfies
the C' issioner, or an A ssi: C issi of Income-
taz specially empowered in this bekalf by the Central Board
of Revenue, that ke kad sufficient cause for not making the
claim within such period.

CHAPTER VIII.

OFFENCES AND PENALTIES.

51. If a person fails without reasonable cause or p, 59, 71.

Folure to make EXCUSE—
payments or deliver

returns or statements
or allow inspection.

(a) to deduct and pay any tax as required by section
18 or under sub-section (5) of section 46;
(%) to furnish a certificate required by sub-section
(g) of section 18 or by section 20 to be
furnished;
® Tnserted by the Indtan Income-tax (Recond Amendment) Act, 1930
(XXII of 1930).
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P, 64, 65, (¢) to furnish in due time any of the returns mentioned .
86, 67, in section19-4%*, section 21, section 22, or sec-
69. tion 38;

(d) to produce, or cause to be produced, on or before

/ the date mentioned in any notice under sub-sec-

: tion (4) of section 22, such accounts and docu-
ments as are referred to in the notice;

. (¢) to grant inspection or allow copies to be taken in
accordance with the provisions of section 39,

he shall, on conviction before a Magistrate, be punishable
with fine which may extend to ten rupees for every day
during which the default continues.

P.68,78. 52, If a person makes a statement in a verification men-

False statement in tioned in *section 19-A, or section 22,
declaration. Tor sub-section (2) of section 26-4., or
sub-section (3) of section 30 or sub-section (2) of section 32
tor sub-section (2) of section 33-A, which is false, and
which he either knows or believes to be false, or does not
believe to be true, he shall be deemed to have committed the
offence described in Section 177 of the Indian Penal Code. xLv of

1860,
P.63,96.  53. (1) A person shall not be proceeded against for an
Prosecution to be at OD€NCe under section 51 or section 52

instance _of Assistant except at the instance of the Assistant
Commissioner. Commissioner.

(2) The Assistant Commissioner may stay any such pro-
ceeding or compound any such offence.

P. 9, 97. 54, (1) All particulars contained in any statement
Disclosure of in. Made, return furnished or accounts or
formation by a public documents produced under the pro-
servant. visions of this Act, or in any evidence
given, or affidavit or deposition made, in the course of any
proceedings under this Act other than proceedings under
this Chapter, or in any record of any assessment proceed-
ing, or any proceeding, relating to the recovery of a de-
mand, prepared for the purposes of this Act, shall be
treated as confidential, and, notwithstanding anything con-
tained in the Indian Evidence Act, 1872, no Court shall, Tof

192;)Inserted by the Indian Income-tax (Amendment) Act, 1926 (XXIV of

193(1)-)Inserted by the Indian Income-tax (Amendment) Act, 1930 (XXI of
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save as provided in this Act, be entitled to require any
public servant to produce before it any such return,
accounts, documents or record or any part of any such
record, or to give evidence before it in respect thereof.

_(2) If a public servant discloses any particulars con-
tained in any such statement, return, accounts, documents,
evidence, affidavit, deposition or record, he shall be punish-
able with imprisonment which may extend to six months,
and shall alse be liable to fine -

Provided that nothing in this section shall apply to the
disclosure—

(a) of any such particulars for the purposes of a pro-
secution under * . . the Indian Penal Code
in respect of any such statement, return,
accounts, documents, evidence, affidavit or
deposition, or for the purposes of a prosecution
under this Act, or

(5) of any such particulars to any person acting in
the execution of this Act where it is necessary
to disclose the same to him for the purposes of
this Act, or

(c) of any such particulars occasioned by the lawful
employment under this Act of any process for
the service of any notice or the recovery of any
demand, or

(d) of such facts to an authorised officer of the United
Kingdom, as may be necessary to enable relief
to be given under section 27 of the Finance Act,
1920, or a refund to be given under section 49
of this Act:

tProvided, further, that nothing in this section shall
apply to the production by a public servant before a Court
of any document, declaration or affidavit filed, or the record
of any statement or deposition made in a proceeding under
section 26-A, or to the giving of evidence by a public servant
in respect thereof.

'Am;n{isea%)by the Indian Income-tax (Second Amendment) Act, 1930

(XXII of
mag)]merhd by the Indian Income-tax (Amendment) Ach, 1930 (XXTI of
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Provided, further, that no prosecution shall be insti-
tuted under this section except with the previous sanction
of the Commissioner.

CHAPTER IX.

SUPER-TAX.

55. In addition to the income-tax charged for any year,
there shall be charged, levied and paid
Charge of supertax. g0y that year in respect of the total in-
come of the previous year of any *individual, Hindu un-
divided family, company, unregistered firm or other asso-
ciation of individuals, not being a registered firm,t an
additional duty of income-tax (in this Act referred to as
super-tax) at the rate or rates laid down for that year by
Act of the Indian Legislature.

Provided that, where the profits and gains of an un-
registered firm have been assessed to super-tax, super-tax
shall not be payable by an individual having a share in the
firm in respect of the amount of such profits and gains
which is proportionate to his share.

56. Subject to the provisions of this Chapter, the total

Total income for iDcome of any ¥*individual, Hindu un-
purposes of supertax.  divided family, company, unregistered
firm or other association of individuals, shall, for the pur-
poses of super-tax be the total income as assessed for the
purposes of income-tax, and where an assessment of total
income has become final and conclusive for the purposes of
income-tax for any year, the assessment shall also be final
and conclusive for the purposes of super-tax for the same

year.
1% % * % * %

87. (1) In the case of anyl person residing out of
Non-resident part- British India who is a member of a regis-
ners and sharcholders.  fered firm, and whose share of the profits
from such firm is liable to super-tax, the remaining mem-
bers of such firm who are resident in British India shall

* Amended by the Income-tax (Amendment) Act, 1924 (XI of 1924).

+ Nore.—See note to Section 3.

1* Inserted by Income-tax (Amendment) Act, 1925 (V of 1925) and re-
pealed by Income-tax (Amendment) Act, 1928 (ITI of 1928).

1 Amended by Income-tax (Amendment) Act, 1926 (XXIV of 1926).
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be jointly and severally liable to pay the super-tax due
from the non-resident member in respect of such share.

*(2) Where the Income-tax Officer has reason to believe
that any person, who is a shareholder i a company, 1s
resident out of British India and that the total 1ncome of
such person will in any year exceed the maximum amount

e o o + ader the law for the

i writing require

ot ., deduct at the time

of payment of any dividend from the company to the share-

holder in that year super-tax at such rate as the Income-

tax Officer may determine as being the rate applicable in
respect of the income of the sharehiolder 1n that year

*(8) If in any year the amount of any dividend or the
aggregate amount of any dividends paid to any share-
holder by a company (together with the amount of any
income-tax payable by the company in respect thereof)
exceeds the maximum amount of the total income of a
person which is not chargeable to super-tax under the law
for the time being in force, and the Erincipal officer of the
company has not reason to believe that the shareholder is
resident in British India, and no order under sub-section
(2) has been received in respect of such shareholder by the
principal officer from the Income-tax Officer, the principal
officer shall at the time of payment deduct super-tax on the
amount of such excess at the rate which would be apph-
cable under the law for the time being in force if the
amount of such dividend or dividends {together with the
amount of such income-tax as aforesaid) constituted the
whole total income of the shareholder,

(4) Where any person pays any tax under the provi-
sions of this section on account of tanother person who is

o Tt T Y credit shall be given therefor

* the tax to be payable by any
erson under the provisions of

68, (2) All the provisions of this Act, except section 3, P, 92, 98,
Apphestion of Aet the proviso to sub-section (I) of section
to super-tax 7, the provisos to section 8, sub-section
{2) of section 14, and sections 15, 17, 18, 19, 20, 21 and

* Amended by Income-tax (Amendment) Act, 1926 (XXIV of 1926)
t Tuserted by the Income-tax (Amendment) Act, 1926 (XXTV of 1998).
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48 shall apply, so far as may be, to the charge, assessment,
collection and recovery of super-tax.

*Provided that sub-sections (4) to (9) of section 18 shall
apply, so far as may be, to the assessment, collection and
recovery of super-tax under sub-section (2) or sub-section
(3) of section 57 and under section 58-H.T

(2) Save as provided in section 57 and section 58-H,T
super-tax shall be payable by the assessee direct.

TCHAPTER IX-A.

SPECIAL PROVISIONS RELATING TO CERTAIN CLASSES O
ProviDENT FUNDS. .

P.20-A.  58-A. In this Chapter, unless there is anything repug-
Definitions. nant in the subject or context,—

(@) a “ recognised provident fund ’’ means a provi-
dent fund which has been and continues to
be recognised by the Commissioner, in accord-
ance with the provisions of this Chapter;

(6) an *‘ employer *’ means—
(¢) a Hindu undivided family, company, firm or

other association of individuals or persoms,
or

() an individual engaged in a business, profes-
sion or vocation whereof the profits and gains
are assessable to income-tax under section 10
or section 11, maintaining a prdvident fund
for the benefit of his or its employees;

“employee >’ means an employee participat-
ing in a provident fund, but does not include
a personal or domestic servant;

(d) a “ contribution >’ means any sum credited by
or on behalf of any employee out of his salary,
or by an employer out of his own monies, to
the individual account of an employee, but does-
not include any sum credited as interest;

(¢) an

* Inserted by the Income-tax (Amendment) Act, 1926 (XXIV of 1926).
+ Inserted by the Indian Income.tex (Provident Funds Relief) Act,.
1929 (XIT of 1929).
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{e) the ** balance to the credit  of an employee means
the total amount to the credit of his individual
account in a provident fund at any time;

(f) the ** annual accretion '’ to the balance to the cre-
dit of an employee means the increase to such
balance in any year, arising from contributions
and interest;

{g) the ** accumulated balance due ’’ to an employee
means the balance to his credit, or such portion
thereof as may be claimable by him under the
regulations of the fund, on the day he ceases
to be an employee of the employer maintaimng
the fund, and

(k) the “ regulations of a fund > means the special

v of regulations governing the constitution
and admimstration of a particular provident
fund.

58-B. (z) The Commissioner of Income-tax may ac-
The according asa COFd Tecognition to any provident fund
withdrawsl of recogm-  which, in his opinion, satisfies the con-
tom ditions prescribed in section 58-C and
the rules made thereunder, and may, at any time, withdraw
such recognition if, in his opinion, the provident fund con-
travenes any of those conditions

(2) The Governor General in Council may, at his dis-
cretion, direct the Commissioner of Income-tax to refuse
to accord recognition to any provident fund, or may, at
any time, withdraw recognition from any recognised pro-
vident fund.

3) An order according recognition shall take effect on
such date as the Commissioner may fix in accordance with
any rules the Central Board of Revenue may make 1n this
behalf, such date not being later than the Jast day of the
financial year in which the order is made .

(4) An order withdrawing recognition shall take effect
from the day on which it is made.

. () An employer objecting to an order of the Commus-
sioner refusing to recognise a_provident fund may appeal,
within sixty days of such order, to the Central Board of
Revenue,

The appeal shall be in the form and shall be verified in
‘the manner prescribed by the Central Board of Revenue.

P. 20.B,
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P. 20C, 58-C. (1) In order that a provident fund may receive

e

20-D.  oauions to be aRd retain recognition, it shall satisfy
salished by a recoz.  the conditions set out helow and any
nised provident fund.  other conditions which the Governor

General in Council may, by rule, prescribe—

(@) All employees shall be employed in India, or shall
be employed by an employer whose principal
place of business is in British India.

(b) The contributions of an employee in any year shall
be a definite proportion of his salary for that
vear, and shall be deducted by the employer
from the employee’s salary in that proportion,
at each periodical payment of such salary in
that year, and credited to the employee’s indi-
vidual account in the fund.

{c) Subject to the provisions of section §8-D, the con-
tributions of an employer to the individual
account of an employee in any year shall not
exceed the amount of the contributions of the
employee in that year, and shall be credited
to the employee’s individual acconnt at inter-
vals not exceeding one year.

(d) The fund shall consist of contributions as above:
specified, of accumulations thereof, and of in-
terest (simple and compound), credited in
respect of such contributions and accumula-
tions, and of securities purchased therewith,
and of no other sums.

(¢) The fund shall be vested in two or more trustees*
or in the Official Trustee, under a trust which
shall not be revocable save with the consent of
all the beneficiaries.

(f) The employer shall not be entitled to recover any
sum whatsoever from the fund, save in cases
where the employee is dismissed for miscon-
duct or voluntarily leaves his employment
otherwise than on account of ill-health or
other unavoidable cause before the expiration
of the term of service specified in this behalf
in the regulations of the fund,

* Insorted by the Tncome-tax (Amendment) Act, 1031 (IV of 1931).



‘ 47

In such cases the recoveries made by the employer
shall be limited to the contributions made by
him to the individual account of the employee,
and to nterest (simple and compound) credited
in respect of such contributions and accumula-
tions thereof, in accordance with the regula-
tions of the fund.

(g) The accumulated balance due to an employee shall
be payable on the day he ceases to be an em-
ployee of the employer maintaining the fund.

(%) Save as provided 1n clause (g), or in accordance
with such conditions and restrictions as the
Governor General 1n Council may, by rules,
prescribe, no portion of the balance to the
credit of an employee shall be payable to him.

(2) Where there is a repugnance between any regula-
tion of a recognised provident fund and any provision of
this Chapter or of the rules made thereunder, the regula-
tion shall, to the extent of the repugnance, be of no effect.

The Commissioner may, at any time, require that such
repugnance shall be removed from the regulations of the
fund.

58-D. Subject to any rules which the Governor General P, 20.0,
Power to relax re-  in Council may make in this behalf, the
Sovisimtions - enr,  Commissi may, in respect of any
tamn casen. particular fund, relax the provisions of

condition {¢) of sub-section (7) of section 58-C—

(a) so as to permit the payment of larger contributions
by an employer to the indimdual accounts of
employees whose salary does not exceed five
hundred rupees per mensem; and

(b) so as to permit the crediting by employers to the
individual accounts of employees of periodical
bonuses or other contributions of a contingent
nature, where the calculation and payment of
such bonuses or other contributions is provided
for on definite principles by the regulations of
the fund.
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58-E. The annual accretion in any year to the balance
Aooul  ncoretion AU the credit of an employee participat-
deemed to be income  ing in a recognised provident fund shall
veceived. be deemed to have been received by him
in that year and shall be included in his total income for
that year, and, subject to the exemptions specified in sec-
tion 58-F, shall be liable to income-tax and super-tax:

Provided that, for the purpose of sub-section (3) of
section 15, out of such annual accretion only the employee’s
own contributions shall be_included in his_total income.
" B8-F. (1) An employee shall not be liable to pay in-

Exemption of annuat COMC-{AX 0N contributions to his indivi-
accretion from income dnal account in a recognised provident
tax. fund. in so far as the aggregate of such
contributions in any vear does not exceed one-sixth of his
salary in that year,

(2) In the accounts of a recognised provident fund, the
contributions exempted from income-tax under sub-scction
(1) and accumulations thereof shall be shown separately,
and interest thercon shall be calculated and shown sepa-
rately. Such interest shall be exempt from payvment of
income-tax, in so far as it is allowed at a rate not exceed-
ing such rate as the Governor General in Council may, by
notification in the Gazette of Tndia, fix in this behalf.

58-G. Where an employee participating in a recognised

Exemption of ac- provident fund has rendered continuous
comulated onanee sepvice with his emplover for a period
super-tax, of not less than five vears, and the accu-
mulated balance due to him becomes payable, such accu-
mulated balance shall be exempt from payment of income-
tax and super-tax, and shall be excluded from the compu-
tation of his total income:

Provided that the Commissioner of Income-tax may
allow such exemption and exclusion where the employee
has rendered continuous service with the employer for a
period of less than five years, if, in his opinion, the ser-
vice has been terminated by reason of the employee’s ill-
health, or by the contraction or discontinuance of the em-
ployer’s business. or other cause beyond the control of the
employee.

(2) Where exemption from payment of income-tax is
not allowed under the provisions of sub-section (7), the In-
come-tax Officer shall calculate the total of the various
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sums of income-tax from the payment of which the contri-
butions and interest credited to the employee's individual
account have been exempted under the provisions of sub-
sections (7} and (2) of section 58-F, and such total shall
be payable by the employee, in addition to any other in-
come-tax for which he may be liable for the year in which
the accumulated balance due to him becomes payable

58-H. The trustees of a recognized provident fund, or

Deduction at source  Other person authorised by the regula-

of moome-tax pavable  tions of the fund to make payment of
ces due. accumulated balances due to employees,
shall, at the time an_accumulated balance due to_an__
employee 1s paid, deduct tF -7 TTo o o dew -
“ableunder sub-séction (2) o =
tax and super-tax_payable .
as determined under sub-section (3) of section 58-J, and
sub-sections (4) to (9) of section 18 shall apply as if the
sum to be deducted were income-tax payable under the
head ** Salaries ™’

58-I. (1) The accounts of a recognised provident fund P, 20.G.

Accounts of recog  SH2ll be maintained by the trustees of

nised provident funds  the fund and shall be in such form and
for such periods, and shall contain such particulars as the
Central Board of Revenue may prescribe

(2) The accounts shall be open to inspection at all rea-
sonable times by Income-tax authorities, and the trustees
shall furnish to the Income-tax Officer such abstracts there-
of ag the Central Board of Revenue may prescribe

58-J. (1) Where recognition is accorded to a provident P. 20.G.
Trestment of balay. 10N With existing balances, an account

ces n newly recog- shall be made of the fund up to the day
msed provident funds  before the day on which the recognition
takes effect, showing the balance to the credit of each em-
ployee on such day, and containing such further particulars
as the Central Board of Revenue may prescribe

{2) The account shall also show in respect of the balance
to the credit of each employee the amount thereof which
is to be transferred to that employee’s account in the recog-
nised provident fund, and such amonnt (hereinafter called
his transferred balance) shall be shown as the balance to
his credit in the recognised provident fund on the date on
which the recognition of the fund takes effect, and sub-
sections (3) and (4) shall apply thereto
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Any portion of the balance to the credit of an employee
in the existing fund which is not transferred to the recog-
nised fund shall be excluded from the accounts of the
recognised fund and shall be liable to income-tax and super-
tax in accordance with the provisions of this Act other
than this Chapter.

(5) Subject to snch rules as the Central Board of
Revenue may make in this behalf. the Tneome-tax Officer
shall make a calenlation of the aggregate of all sums com-
prised in a transferred halance which would have been
liable to income-tax if this Chapter had been in force
from the date of the institution of the fund, without re-
gard to any tax which may have heen paid on any such
sum, and such aggregate (if any) shall be deemed to be
income received hyv the emplovee in the vear in which the
recognition of the fund takes efiect. and shall be included
in the employee’s total income for that vear; and, for the
purposes of assessment. the remainder of the transferred
balance shall be disregarded, but no other exemption or
relief, by way of refund or otherwise, shall be granted in
respect of any sum comprised in such transferred bhalance:

Provided that, in cases of serious acconnting difficulty.
the Commissioner shall have power subject to the said rules,
to make a summary caleulation of such aggregate.

(4) Notwithstanding anvthing contained in condition
() of sub-section (1) of section 53-C. an employee, in order
to enable him to pay the amount of tax assessed on his
total income as determined under sub-section (8). shall be
entitled to withdraw from the balance to his credit in the
recognised provident fund a sum not exceeding the differ-
ence between such amount and the amount to which he
would have been assessed if the transferred bhalance had
not been included in his total income.

(5) Nothing in this section shall aflect the rights of the
persons administering an unrecognised provident fund or

. dealing with it, or with the balance to the credit of any-

individual employee, before recognition is accorded, in
any manner which may be law{ful.

58-K. (7) Where an employer who maintains a provi-

Treatment of funa 4eNt fund (whether recognised or mnot)

t;:u;fjfet;x::it by employ.  for the benefit of his employees and has

 trustee not transferred the fund or any portion

of it, transfers such fund or portion to trustees in trust
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for the employees participating in the fund, the amount
so transferred shall be deemed to be of the nature of capital
expenditure.

{2) When an employee participating 1n such fund 1s
paid the accumulated balance due to lnm therefrom, any
portion of such balance as represents his share in the
amount so transferred to the trustee (without addition of
interest, and exclusive of the employee’s contributions and
interest thereon) shall be deemed to be an expenditure by
the employer within the meaning of clause (iz) of sub-
section (2) of section 10, menrred 1n the year in which the
accumulated balance due to the employee is paid

58-L. (1) All rules made under this Chapter shall be
Promaons relating  SUbject to the provisions of sub-sections
to rules (4) and (5) of section 59.

(2) In addition to any power conferred by this Chapter,
the Governor General in Council may make rules—

(a) prescribing the statements and other inform-
ation to be submitted with an apphcation for
recognition;

(b) limiting the contributions to a recognised pro-
vident fund by employecs of a company who
are shareholders in the company,

(¢) providing for the assessment by way of penalty
of any consideration received by an employee
for an nssi%nmenb of, or creation of a charge
upon, his beneficial interest in a recognised
provident fund;

(d) determining the extent to and the manner in
which exemption from payment of income-
tax and super-tax may be granted in respect
of contributions and interest credited to the
individual accounts of employees in a provi-
dent fund from which recognition has been
withdrawn; and

(¢) generally, to carry out the purposes of this
Chapter and to secure such further control
over the recognition of provident funds and
the administration of recognised provident
funds as he may deem requisite
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58-M. This Chapter shall not apply to any provident
Application of thin Tund to which the Provident Tunds Act, &I% ol1926.

CLapter. 1925, applies.

CHAPTER X.

MISCELLANEOUS.

B. 101. 59. (1) The Central Board of Revenue may, subject to
Paser 1o make rales the control of the Governor General in
- * Council, make rnles for carrying out the
purposes of this Act and for the ascertainment and deter-
mination of any class of income. Such rules may be made
for the whole of British Tndia or for such part thereof as

may be specified.

2) Without prejudice to the generality of the fore-
going power, such rules may—

(@) prescribe the manner in which, and the proce-
dure by which, the income, profits and gains

_‘ ’IR 03.24 shall be arrived at in the case of—
P 10,..' . (7) incomes derived in part from agriculture and
R. 95 _:'32’ in part from business;
35. (77) insurance companies;
% gg:zg (17) persons residing out of British India;

(b) prescribe the procedure to be followed on appli-
cations for refunds;

(¢) provide for such arrangements with His
Majesty’s Government as may be necessary
to enable the appropriate relief to be granted
under section 27 of the Finance Act, 1920, or ;54 1,

under section 49 of this Act; G;a. v.
ch, I8,

(d) prescribe the year which, for the purpose of
relief under scction 49, is to be taken as cor-
responding to the year of assessment for the 0% 11
purposes of section 27 of the TFinance Act. s
1920; and

(¢) provide for any matter which by this Act is to
be prescribed.
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*(8) In cases coming under clause (a) of sub-section
(2), where the income, profits and gains liable to tax cannot
be definitely ascertained, or can be ascertained only with
an amount of trouble and expense to the assessee which, in
the opinion of the Central Board of Revenue, is unreason-
able, the rules made under that sub-section may—

(a) prescribe methods by which an estimate of such
income, profits and gamns may be made, and
(b) in cases coming under sub-clause ({) of clause
(a) of sub-section (2), prescribe the propor-
tion of the income which shall be deemed to
be income, profits and gains liable to tax,
and an assessment based on such estimate or proportion
shall be deemed to be duly made in accordance with the pro-
visions of this Act.

(4) The power to make rules conferred by this section P. 101,

shall, except on the first occasion of the exercise thereof,
be subject to the condition of previous publication.

(5) Rules made under this section shall be published in
the Gazette of India, and shall thereupon have effect as if
enacted in this Act

60. (1) The Governor-General in Council may, by noti- P, 17,

fication 1n the Gazette of India, make an
,;‘;;g"‘:,:“"" e exemption, reduction in rate or other

modificatton, in respect of income-tax 1n
favour of any class of income, or in regard to the whole or
any part of the income of any class of persons.

t(2) Where, by reason of any portion of an assessee’s
salary being paid in arrears or in advance, his income is
assessed at a rate higher than that at which 1t would other-
wise have been assessed, the Governor General in Council
may grant such relief as he may think fit.

17.4,
34-A.

61. Any assessee, who is entitled or required to attend P, 71,

Appearance vy Defore any Income-tax authonty in con-
anthorized represeni- Tection with any proceedings, under this
atve Act, may attend either in person or by
-any person authorised by him in writing 1n this behalf.

62. A receipt shall be given for any money paid or re-
Receipts to be given covered under this Act.

* Ynserted by the Income-iax (Amendment) Act, 1927 (XXVIII of 1927)
1931; Inserted by the Indian Income-tax (Amendment) Act, 1930 (XXII of
) |
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63. (1) A notice or requisition under this Act may be
served on the person therein-named
either by post or, as if it were a summons
issued by a Court, under the Code of Civil Procedure, 1908.

(2) Any such notice or requisition may, in the case of a
firm or a Hindu undivided family, be addressed to any
member of the firm or to the manager, or any adult male
member of the family *and, in the case of any other asso-
ciation of individuals, be addressed to the principal officer
thereof.

64. (7) Where an assessee carries on business at any
place, he shall be assessed by the Income-
tax Officer of the area in which that
place is situate or, where the business is carried on in more
places than one, by the Income-tax Officer of the area in
which his principal place of business is situate.

(2) Inall other cases an assessee shall be assessed by the
Income-tax Officer of the area in which he resides.

(8) Where any question arises under this section as to
the place of assessment, such question shall be determined
by the Commissioner, or, where the question is between
places in more provinces than one, by the Commissioners
concerned, or, if they are not in agreement, by the Central
Board of Revenue:

Provided that, before any such question is determined
the assessee shall have had an opportunity of representing
his views.

Service of notices.

Place of assessment.

P. 24, 64, . (4) Notwithstanding anything contained in this sec-

P. 106.

tion, every Income-tax Officer shall have all the powers con-
ferred by or under this Act on an Income-tax Officer in re-
spect of any income, profits or gains accruing, or arising or
received within the area for which he is appointed.

65, Every person deducting, retaining or paying any
tax in pursuance of this Act in respect
: __ of income belonging to another person is
hereby indemnified for the deduction, retention or payment
thereof.

66. (1) If, in the course of any assessment under this

Statement of case ‘xCt O any proceeding in connection
by  Commissioner ~ to therewith other than a proceeding under
igh Lourt. Chapter VIII, a question of law arises,

* Amended by the Income-tax (Amendment) Act, 1924 (XI of 1924).

Indemnity.

V.of
1908,
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the Commissioner may, either on his own motion or on
reference from any Income-tax authority subordinate to
him, draw up a statement of the case and refer it with his
own opinion thereon to the High Court

(2) *Within sizty days of the date on which ke is served
with notice of an order under section 81 or section 32 tor of
a decision by a Board of Referees under section 33-A, the
assessee in respect of whom the order tor decision was
Eassed may, by application accompanied by a fee of one

undred rupees or such lesser sum as may be prescribed,
require the Commissioner to refer to the High Court any

uestion of law arising out of such order tor decision, and
the Commussioner shall, within *sizty days of the receipt
of such application, draw up a statement of the case and
refer it with his own opinion thereon to the High Court :

Provided that 1f 1n _exercise of his power of revision}
under section 33, the Commissioner decides the question,
the assessee may withdraw hs application, and if he does
80, the fee paid shall be refunded.

(3) If on any application being made under sub-section
(), the Commussioner refuses to state the case on the ground
that no question of law arises, the assessee may apply
§within siz months from the date on which he is served
with notice of the refusal to the High Court, and the High
Court if it is not satisfied of the correctness of the Com-
missioner’s decision, may require the Commuissioner to
state the case and to refer it. and, on receipt of any such
requisition, the Commissioner shall state and refer the case
accordingly.

(4) If the High Court is not satisfied that the state-
ments in a case referred under this section are sufficient to
enable it to determine the question raised thereby, the Court
may refer the case back to the Commissioner by whom it
was stated to make such additions thereto or alterations
therein as the Court may direct in that behalf.

(5) The High Court upon the hearing of any such case
shall decide the questions of law raised thereby, and shall
deliver its judgment thereon containing the grounds on

» Amended by the Indian Tncome-tax (Second Amendment) Act, 1930
(XXIT of 1930).

t Tnserted by the Indian Income-tax (Amendment) Act, 1930 (XXI of
1930

1 Amended by the Income-tax (Amendment) Act, 1928 (IIT of 1923)
§ Amended by the Income-tax (Amendment) Act, 1924 (XI of 1924)
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which such decision is founded, and shall send to the Com-
missioner by whom the case was stated a copy of such judg-
ment under the seal of the Court and the signature of the
Registrar, and the Commissioner shall dispose of the case
accordingly, or, if the case arose on a reference from any
Income-tax authority subordinate to him, shall forward a
copy of such judgment to such anthority who shall dispose

.of the case conformably to such judgment.

(6) Where a reference is made to the High Court on the
application of an assessee, the costs shall be in the dis-
cretion of the Court.

(7) Notwithstanding that a reference has been made
under this section to the High Court, income-tax shall be
payable in accordance with the assessment made in the
case :

Provided that, if the amount of an assessment is re-
duced as a result of such reference, the amount overpaid
shall be refunded with such interest as the Commissioner
may allow.

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

(@) in relation to the North-West Frontier Province
and British Baluchistan, the High Court of
Judicature at Lahore;

() in relation to the province of Ajmer-Merwara,
t:he;1 High Court of Judicature at Allahabad;
an

(¢) in relation to the province of Coorg, the High
Court of Judicature at Madras.

*66-A. (1) When any case has been referred to the High
Reference o be CoOUrt under section 66, it shall be heard
heard by Benches of by a Bench of not less than two Judges
S iie of the High Court, and in respect of
cases to Privy Coun- such case the provisions of section 98 of
oil. the Code of Civil Procedure, 1908, shall,
so far as may be, apply notwithstanding anything con-
tained in the Letters Patent of any High Court established
?y Letters Patent or in any other Jaw for the time being in
orce.
(2) An appeal shall lie to His Majesty in Council from
any judgment of the High Court delivered on a reference

¥ Inserted by the Income-tax (Amendment) Act, 1926 (XXIV of 1926).

Vof
1908.
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made under section 66 in any case which the Hagh Court
certifies to be a fit one for appeal to s Majesty in’ Council.

(3) The provisions of the Code of Civil Progedure,
1808, relating to appeals to His Majesty in Council shall,
so far as may be, apply 1n the case of appeals under this
section in like manner as they apply in the case of appeals
from decrees of a High Court .

Provided that nothing in this sub-section shall be
deemed to affect the provysions of sub-section (5) o1 sub-
section (7) of section 66:

Provided, further that the High Court may, on peti-
tion made for the execution of the order of His Majesty in
Council in respect of any costs awarded thereby, transmit
the order for execution to any Court subordinate to the
High Court

{4) Where the judgment of the High Court 1s varied or
reversed in appeal under this section, effect shall be given
to the order of His Majesty in Council in the manner pro-
vided in sub-sections (5) and (7} of section 66 in the case of
a judgment of the High Court.

(5) Nothing in this section shall be deemed—

(a) to bar the full and unqualified exercise of Ihs
Majesty’s pleasure in receiving or rejecting
appeals to His Majesty in Council, or other-
wise howsoever. or

{b) to interfere with any rules made by the Judicial
Committee of the Privy Council, and for the
time being in force, for the presentation of
appeals to His Majesty in Council, or their
conduct before the said Judicial Commuttee

67. No suit shall be brought in any Civil Court to set

aside or modify any assessment made
coar of smtsin Cml  ynder this Act, and 1o prosecntion, suit

or other proceeding shall lie against any
Government officer for anything in good faith done or
intended to be done under this Act

*67-A. In computing the period of Iimfation pre- P, 106.A
scribed for an appeal under this Act or
for an application under section 66, the
day on which the order complained of

Compatation of
periods of hmitation.

® Inserted by the Indian Income-tax (Second Amendment) Act, 1930
(XXIT of 1930).
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was made, and the time requisite for obtaining a copy of

such order, shall be excluded.
#68. [Repealed.]

tExtract from the Indian Finance Act, 1931.

1. () This Act may be called the Tndian Finance Act,

7. (1) Income-tax for the year beginning on the first
day of April, 1931, shall be charged at the rates specified
in Part I of the fourth Schedule.

(2) The rates of super-tax for the year beginning on the
first day of April, 1931, shall, for the purposes of section
55 of the Indian Income-tax Act, 1922, be those specified
in Part IT of the fourth Schedule.

(8) For the purposes of the fonrth Schedule ‘‘ total in-

come *’ means total income as determined, for the purposes

, of income-tax or super-tax as the case may be, in accord-
}#’ ig‘gg with the provisions of the Indian Income-tax Act,

SCHEDULE IV.
[ See section 7.]

Part 1.

Rates of Income-taz.

A. In the case of every individual, Hindu
undivided family, unregistered firm and
other association of individuals not be-
ing a registered firm or a company—
Rate.
(1) When the total income is less than Nil.
Rs, 2,000

(2) When the total income is Rs. 2,000 BSix pies in the rupee.
or upwards, but is less than Rs. 5,000,
(3) When the total income is Rs. 5,000 or
upwards, but is less than Rs. 10,000.
(4) When the total income is Rs. 10,000 One anna in the rupee.
or wupwards, but is less than
Rs. 15,000, :
(5) When the total income is Rs. 15,000 or
upwards, but is less than Rs. 20,000.

Nine pies in the rupee.

One anna and four pies in
the rupee.
* Repealed by the Repealing Act, 1927 (XIT of 1927).

t Amended by the Indian Finance (Supplementary and Extending) Act,
1931 (page 60 of the manual).
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(6) When the total income is Rs, 20,000
T ups ov&t;rdu but 13 less than

) When the total ncomo is Rs. 30,000
zpma rds, but 13 less than
o 4 0,000.

(8) When the total 1ncome 13 Rs. 40,000
g8 ppvards, but w less than

9 When tho total 1acome s Rs. 1,00,000
or upwards.
B Ta the case e of every company and regis-

ered firm, whatever its total meome.

Part IL.
Rates of Super-t

In respect of the excess over thirty thousand
rupees of total income—

(1) 1m the case of every company—
(a) 1n respect of the first twenty
housand rupees of such excess
®) for svery rupeo of the remainder
of suc X
@) @ the case of every Hindu un-
dinided fam;
o1 Xespect of the first forty-
ve thousand rupees of such

@ for every rupes of tho mest
twenty_five thousand rupees of
such excess.

® 30 the case of every individual,

unregistered firm

e T vadusls’ ek

baing x_rexs tered firm or @

compan;

(@) for avery rupes of the first

): nty thousand rupees of
such axcess,

fi9 for every rupeo of the mext

thousand  rupees  of

d extons

(c)1n the case of every individual,

Hindu _undivided family, unre’
gistered firm and other associa-
tion of indwiduals not bemng &
registered firm or 8 company—
@ for every rupeo of the next
thousand rupees of

o exoens

Rate.
One anna and teven pies in
the rupee.

One anna and eleven pies 1n
the rupee.

Two annas and one Pie in the
rupee.

Two anmas and two pies 1n
the rupee.

Two supas and two pies 1
the rupee.

Rate
Nil.

One anna in the rupes
Nil.

One anna and thres pies in
the rupee

Nize pies m the rupee.

One anna and thres pies 1n
the rupee,

Orne anna and nmne pies 1n
the rupee.

@) for every rupse of the mext Two aunss and three pies 10
fty

thousand  rupees  of
T exoemn
) for every rupe of the next
ousand  rupees  of
o e

the rupee.

Two nnnas and nine pies i
the rup:
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Rawn.

(iv) for overy rupea of tho next  Three annas and threo pies in
fifty  thousand  rupcees  of tha rupen,
such oxcess, ] o
(v) far every rupee of the next Three nnnan and nine pies in
fifty  thowsand  rupees  of the rapee.
such excess, o
(¥i) for cvery rupee of the next  Four annus and three pies in
filty thonsand  rupees  of the rupeo,
SICh exeess,

(xif) for every rupee of the next  Four nnnas and nine pies in
fifty  tlousand  rupeet  of the rupee,
such oxcess,

(viif) for overy rupee of the next Tive annae and three piea in
fifty  thowsand  rupees  of the rupro,
sueht exeoss,

(iz) for overy rupee of the next  Five annne and nine pies in
ity thousand  rupees of the rupes,
guch oxeess.

(z) for ovory rupee of the re-  Six annas and three pie in
mninder of such exeess, the rupen,

Batracts from the Indian Finance ( Supplementary and
Eatending)y Act, 1081,

1. This Act may be ealled the Tndian Finance (Supple-
mentary and Extending) Act, 1931,

2. The operation of section 2 of the Indian Finance
Act. 1931, fixing the rate of salt duty for the vear begin-
ning on the Ist April. 1931, of section 5 of the said Act
and the Third Schedule thereto ag amended by seetion 6 of
this Act. fixing inland postace rates for the said year, and
of section 7 of the said Act and the Fourth Schedale thereto
as amended by sections 7. 8 and 9 of this Act, fixing rates
of income-tax and super-tax for the caid year, is herehy
extended to the 31st dav of March, 1933,

L4

$ = *

7. (7) To Part T of Schedule IV to the Tndian Finance
Act, 1931, for the item—

‘““When tho total income i< less than Nil "
Re, 2,000,

the following shall be substituted, namely :—

“ When the total income is Re. 1,000 Four pies in the rupeo.”’ :
or upwards but s Jess  than

Rs. 2,000.

Provided that for the year beginning on the 1st day of
April, 1931, the rate chargeable on any such total income
shall be two pies in the rupee only.
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serve on the assessee a notice of demand 1 a form to be
prescribed by the Central Board of Revenue; and such
notice shall be deemed to be a notice of demand under sec-
tion 29 of that Act.

2. Any assessee in respect of whom such summary
assessment has been made may, within thirty days of re-
ceipt of the notice of demand, make an application to the
Income-tax Officer for, the cancellation or revision of the
assessment, and the Tncome-tax Officer shall, after examin-
ing any accounts and documents and hearing any evidence
which the assessee may produce, and such other evidence
as the Tncome-tax Officer may require, determine, by order
in writing, the amount of the tax, if any, payable by the
assessee, and such determination shall be final*

Provided that, if any assessee making such application
files therewith a return of his income under sub-section (2)
of section 22 of the Indian Income-tax Act, 1922, the appli-
cation shall be deemed to be a return under that sub-section
and shall be dealt with accordingly

3. A copy of an order under paragraph 2 shall be serv-
ed on the assessee to whom 1t relates and shall be deemed
to be a notice of demand under section 29 of the Indian
Income-tax Act, 1922.

4. The above procedure shall apply also to the assess-
ment and collection during the financial year 1932-33 of
incomes of Rs. 1,000 and upward ard less than Rs 2,000
which have escaped assessment in the financial year
1931-32

Part 11

(See section 8 )
Adits 1

Adaptations for the t and collection o,
income-tazr and super-tax in the current financial year
1. For the purposes of the proviso to sub-section (2) of
section 18 of the Indian Income-tax Act, 1922, any person
responsible for paying any income chargeable under the
head ** Salaries > shall be deemed to have made a deficient
deduction in respect of the additional income-tax imposed
by section 8 of this Act at the time of making all payments
made before the commencement of this Act, an such
person may make the adjustments permitted by that
proviso. ¢ !
INCOME-TAX bl
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fied in Schedule IV to the Indian Finance Act, 1931, ex-
cluding the rate imposed by section 7, shall be increased by
one-fourth of its amount.

SCHEDULE I1.
Adaptations of the Indian Income-taz Act, 1922.

Part 1.
(See section 7.)

Adaptations for the assessment and collection of income-
tax in the current financial year on total incomes of
Rs. 1,000 and wpward and less than Rs. 2,000.

1. For the purposes of the proviso to sub-section (2) of
section 18 of the Indian Income-tax Act, 1922, any person
responsible for paying any income less than Rs. 2,000
chargeable under the head ‘‘ Salaries’’ shall be deemed to
have failed to deduct income-tax at the time of making all
payments made before the commencement of this Act, and
such person may make the adjustments permitted by that
proviso.

2. Notwithstanding that the Income-tax Officer has
assessed the total income of an assessee under section 23 of
the Indian Income-tax Act, 1922, and has found that
nothing is payable thereon, he may proceed to determine
the sum payable by such assessee by virtue of section 7 of
this Act, and such sum shall, for the purposes of the
Indian Income-tax Act, 1922, be deemed to be a sum deter-
mined under section 23 of that Act.

*¢ Parr I-A.

(See section 7.)

Adaptations to provide for the summary assessment of such
mncomes.

1. The Income-tax Officer may, save where he has serv-
ed a notice under sub-section (2) of section 22 of the Indian
‘Income-tax Act, 1922, make a summary assessment of the
income of an assessee to the best of his judgment, and shall

* Inserted by the Indian TFinance (Supplementary and Extendi Amend-
ment Act, 1932 (IV of 1932). P i .x ending) Amen
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serve on the assessee a notice of demand in a form to be
pregcmbedh* the Central Board of Revenue; and such
notice shall be deemed to be a notice of demand under sec-
tion 29 of that Act.

2. Any assescec in respect of whom such summary
assessment has been made may, within thirty days of re-
ceipt of the notice of demand, make an application to the
Income-tax Officer for. the cancellation or revision of the
assessment, and the Income-tax Officer shall, after examin-
ing any accounts and documents and hearnng any evidence
which the assessee may produce, and such other evidence
as the Income-tax Officer may require, determine, by order
in writing, the amount of the tax, if any, pnyable by the
nssessee, and such determination shall be final-

Provided thaf, if any assessee making such application
files therewith a return of his income under sub-section {2)

Tt e R Y e e “1x Act, 1922, the appli-
under that sub-section

8, A copy of an order under paragraph 2 shall be sery-
ed on the assessee to whom it relates and shall be deemed
to be a notice of demand under section 29 of the Indian
Income-tax Act, 1922,

4. The above procedure shall apply also to the assess-
ment and collection during the financial year 1932-33 of
incomes of Rs. 1,000 and upward and less than Rs_ 2,000
which have escaped assessment in the financial year
1931.32."

Part II.
(See section 8 )
Adaptations for the t and collection of edditional
income-tax and super-tax in the current financial year

1, For the purposes of the proviso to sub-section (2) of
section 18 of the Indian Income-tax Act, 1922, any person
responsible for paying aay imcome chargeable under the
head * Salaries * shall be deemed to have made 2 deficient
deduction in respect of the additional income-tax imposed
by section 8 of this Act at the time of makin all payments
made before the commencement of this Act, am such
person may make the adjustments permitted by Ithat

proviso.
INCOME-TAX R
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2. Notwithstanding that the Income-tax Officer has
assessed the total income of an assessee and has determined
the sum payable thercon under scetion 23 of the Indian
Income-tax Act, 1922, he may proceed to determine the
further sn payable by such assessee by virtue of section 8
of this Act, and such further sum shall, for the purposes
of the Tndian Income-tax Act, 1922, be deemed to he a sum
determined under section 23 of that Act.

ACT ITT OF 1926.

AN ACT TO DETERMINE THE LIABILITY OF CERTAIN (FOVERN-
MENTS TO TANATION I1¥ BRITIsu INDIA 1IN RESPECT OF
TRADING OPERATIONS.

Whereas it is expedient to determine the lability to
taxation for the time being in force in British Tndia of the
Government of any part of His Majestv's Dominions,
exclusive of British India. in respect of any trade or busi-

ness carried on by or on behalf of snch Government; It is
hereby enacted as follows 1 —

1. (1) This Act may be called the Government Trading

Short title and com- Taxation ACL, 1026G.
mepcement

(2) It shall come into force on such date® as the Gover-

nor Geuneral in Council may. by notification in the Gazetie
of India, appoint.

2. (1) Where a trade or business of any kind is cavried
plishility of cortan 0D by or on behalf of the Government of
tion in reupect of g, A0V part of His Majesty’s Dominions,
ing operatione. exclusive of British India, that Govern-
ment shall, in respect of the trade or business and of all
operations connected therewith, all property occupied in
British India and all goads owned in Britich India for the

purposes thereof. and all income arising in connection
therewith, be liable—

(@) to taxatiqn under the Indian Income-tax Act, XXot
1922. in the same manner and to the same %

extent as in the like case a company would be
liable;

* The Act came into force with effect from the 1st April 1928.
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(B) to all other taxation for the time being in force in
British India in the same manper as in the
like case any other person would be liable.

(2} For the purposes of the levy and collection of
income-tax under the Indian Income-tax Act, 1922, 1n ac-
cordance with the provisions of sub-section (2), any Govern-
ment to which that sub-section applies shall be deemed to
be a_company within the meaning of that Act, and the
provisions of that Act shall apply accordingly

(3} In this section the expression ‘‘ His Majesty’s
Dominions ™ includes any territory which is under His
Majesty’s protection or in respect of which a mandate is
being exercised by the Government of any part of His
Majesty’s Dominions.

2
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BOARD OF INLAND REVENUE

Notification No. 8-1. T., dated the 1st April 1922 as subse-
quently amended.

In exercise of the powers conferred by section 59 of the
[ndian Income-tax Act, 1922 (XTI of 1922), the Board of
[nland Revenue has made the following rules, namely *—

1. These rules may be called the Indian Income-tax
Rules, 1922.

2. Any firm constituted under an instrument of part- P. 10,
nershif specifying the individual shares of the partners
may, for the purposes of clause (14) of section 2 of the
Indian Income-tax Act, 1922 (hereinafter in these rules
referred to as the Act), register with the Income-tax Officer
the particulars contained in the said instrument on appli-
cl::tion in this behalf made by the partners or by any of
them,

Such application shall be made—

(a) before the income of the firm is assessed for any
year under section 23 or

(b) if no part of the income of the firm has been
assessed for any year under section 23, before
the income of the firm is assessed under section

(¢) with the permission of the Assistant Commis-
sioner hearing an appeal under section 30,
before the assessment 1s confirmed, reduced,
enhanced or annulled, or, if the Assistant
Commissioner sets aside the assessment and
directs the Income-tax Officer to make a fresh
assessment, before such fresh assessment is
made

3. The application referred to in rule 2 shall be made

in the form annexed to this rule and shall be accompanied
by the original instrument of partnership under which the
firm is constituted together with a copy thereof; provided
that if the Income-tax Officer is satisfied that for some
sufficient reason the original instrument canmot conve-

niently be t o tified in
writing by and in
such a ca:. . . d by a

duplicate copy.
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FORM 1.

Form of application for registration of a’firm under section '
2 (14) of the Indian Income-tax Act, 1922.

To
Tre IncoME-TAX OFFICER,
Dated 19
I/we beg to apply for the regis-

tration of my/our firm under section 2 (14) of the Indian
Income-tax Act, 1922.

2. The original/A certified copy of the instrument of
partnership under which the firm is constituted specifying
the individual shares of the partners together with a copy/
duplicate copy is enclosed. The prescribed particulars
are given below.

3. I/we do hereby certify that the profits of the current
year will be actually divided or credited in accordance
with the shares shown in this partnership deed.

Signature
Address

Date, if any, on which

Names of the Date on which the instrument of

Neame saq partners in the firm

address A instrument of partnerstip was last
of the W’?a:geigh&‘rs of partnership was registered in the Remarks.
firm, business. executed. Income-tax Officer’s

office.
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I/we do hereby certify that the infor-
ation given above is correct.

Signature(s)

1. (1{ On the production of the original instrument of
artnership or on the acceptance by the Income-tax Officer
f a certified copy thereof, the Income-tax Officer shall
nter in writing at the foot of the mstrument or copy, as
1e case may be, the following certificate, namely . —

*“ This instrument of partnership (or this certified
copy of an instrument of partnership) has this
day been registered with me, the Income-tax
Officer, for in the province of

under clause (24) of section 2 of
the Indian Income-tax Act, 1922 This cer-
tificate of registration has effect from the
day of April 19 up to the 31st day

of March 19 ”

(2) The certificate shall be signed and dated by the
ncome-tax Officer who shall thereupon return to the appl-
ant the instrument of partnership or the certified copy
hereof, as the case may be, and shall retain the copy or
luplicate copy thereof.

5. The certificate of registration granted under rule 4
hall have effect from the date of registration

6. A certificate of registration granted under rule 4
hall have effect up to the end of the finaneial year in which
t 1s granted but shall be renewed by the Income-tax
Officer from year to year T N T
hat behalf and accompanie '
f the partners of the firm
s specified in the instrument of partnership remains
nnaltered. Such application shall be made within the
ime and subject to the conditions, if any, which are speci-
ied in clause (@), clause (b), or clause (¢), as the case may
be, of rule 2,

7. Under section 9 (1) (vi) of the Act, the sum to be p, 34,
llowed in respect of collection charges shall not exceed
6 per cent. of the annual value of the property.
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P. 46.

8. An allowance under section 10 (2) (vi) of the Act in

respect of depreciation of buildings, machinery, plant or
furniture shall be made in accordance with the following

statement :(—

Class of buildings, machinery, plant or furniture.| Rate. Remarks.
Percent-
age on
prime
cost.
1. Building*—
1 Firgst class substantial buildings of 21} | #Double theso rates
selected materials. . may be allowed for
(2) Buildings of less substantial construction . i3 buildings used in
(3) Purely temporary erections such as 10 industries which
wooden structures. cause special de-
terioration, such as
chemical works, soap
and candle works,
paper mills, and
tanneries.
2. Machinery, Plant or Furnituret—
General rate . . . . 5 + The special rates for
electrical machinery
given below may be .
adopted, at firm’s
option for  that
portion of  their
machinery.
Rates sanctioned for special industries—
Flour Mills, Rice Mills, Bone Mills, Sugar 61
Works, Distilleries, Ico Factories, Aerating
Gas Factories, Match Factories.
Paper Mills, Ship Bwlding and Engineering 7%
‘Works, Iron and Brass Foundries, Alumi-
nium Factories, Electrical Engineering
Works, Motor Car Repairing Works, Gal-
vanizing Works, Patent Stone Works, Oil
Extraction Factories, Chemical Works,
Soap and Candle Works, Lime Works, Saw
Mills, Dyeing and Bleaching Works, Furni- '
ture and Plant in hotels and boarding
houses, Cement Works using rotary kilns.
Plant used in connection with brick manufac. 10
ture, tilemaking machinery, optical machi-
nery, glass factories, Telephone Companies,
Mines and Quarries, Tubewell boring plant,
concrete pile driving machines.
Sewing machines for canvas or leather . . 12}
Mptoz_' cars used solely for the purpose of 15
business.
Indigenous sugarcane crushers (Kohlus or 15
Belans).
Motor taxis, motor lorries and motor buses . 20
! ‘Ropeway ropes and trestle sheaves and con- 25
nected parts.
Ropeway structures—
(1) Trestle and station steel work . 5
(2) Driving and tension gearing 73
{3) Carriers e

10
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Remarks,

Class of bmldings, machinery, plant or furmturs | Rate.
Percent.
age on
prme
coat.
Salt Works—
(1) Machinery, plant, locomotives, wsgons | 10
and rolling stocl
@ Tilgs, barges, motor Jaanches and floating 7
ant.
{3) General plant and machinery used 1n engs- 7%
Reering thopy
3 Electnical Machinery—
ia) Batteries 15
7 Ratterier PR T
. 8
o 2%
4 Hydro-Electric concerns—
Tiydracho works, pipo ines, dluice, uad i %
otlier items not otherwise provided for i
this statement
5. Electnic Tramways—
ermanent way—
(o] Not‘oxorediag 50,000 cur mles per o1
mile of treck per annam
&) Excee-img 0,000 and not exceeding 7
500 e miles per mile of tracl
© Exceedmg 75,000 and not exceeding 83
1,25,000 car miles per mie of track
per annum
Cars—car lucha, car bodies, electncal equipment 1
and moto
General plant, machinery and tools . 5
6 Mumeral Ol concerns—
efiner
{1) Boilers 10
(2) Prime movers 5
(3) Process plant b1
B Field operations—
(1} I Tolers . 10
(2) Prime mavers . 5
(3) Process plant . . 7
Except for the” following tems—
& B eluw  ground—All to be charged to
(2) Above -
(2) Portnbla “bolers, drilliog tools, | ag

ead tank, Figs, ete
(8) Storage. tanke
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Class of buildings, machinery, plant or furniture.|] Rate.
Percent-
age on
prime

cost.

6. Mineral OQil concerns—contd.

Except for the following items—contd.
(c) Pipe lines—
(1) Fizxed boilers . . 10
{71} Prime movers .. . 7%
(iii} Pipe line . . . . 10
7. Ships—
(1) Ocean—
(o) Steam . . . . .. 5
() Sail or tug . . . .. 4
(2) Inland—
(2) Steamers (over 120 ft. in length) 5
(0) Steamers including cargo Taunches 6
{120 ft. in length and under)
{c}) Tng boats . - 7%
(d) Iron or steel flats fnr cargo, etc . 5
(¢) Wooden cargo hoats up to 50 tons 10
capacity.
(f) Wooden cargo boats over 50 tons 73
capacit,
(g) Motor {aunches . . - 10
(&) Speed boats* . . . . . 15

8. Mines and Quarries—

(1) Railway sidingt (excludmg rmls) . . 5

(2) Shafts . .. 5

(3) Inclinest . . . 5

(4) Tramways on the surface+ (excluding 10
rails).

9, Aeroplanes—

(1) Aircraft e e s e e e 25
(2) Aero-engines . . . 331
(3) Aerial photographlc apparatus e 20

. Remarks.

% ¢ Speed Boats”
means & motor-
driven boat with a
high speed internal
combustion engine
capable of propell-
ing the boat at a
speed exceeding 16
miles per hour in
still water and so
designed that when
running at speed it
will plane—i.e,, its
bow will rise from
the water.

T Depreciation on rails
used for tramways
and sidings, andin
inclines where the
rails are the proper-
ty of the assessee, is
allowed at 10 per
cent. under item 2
above (plant used
in conneotion with
Mines and Quarries)
in addition to any
depreciation allow-
ance on the cost of
construoting the
tramways sidings or
inclines.
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9. For the purpose of obtaining an allowance for de- P, 46,
preciation under proviso () to section 10 () (vi) of the Act,

the assessee shall furnish particulars to the Income-tax
Officer in the following form :—

Partienlars

engmal cost,
dnpreciation
b aliowed and
ate from| valus roslsed
Desonption of Osgltal expenditare | shich” | by salo of sctup
‘buildengs, aring the year |y 0 for [value) of obsoleto
machunery, | Odslnst ‘“_'x;g;"‘:;:' the | machiery, plant | Remarks,
lant o 1t
Frostare, Imprommente s | FOITER O LS e
extensions, business, | dunng the year,

bronght into use
and sold or
duscarded.

3 4

declare that to the best of my infor-
mation and belief the buildings, machinery, plant and fur-
niture described in column 1 of the above statement were
the property of during the year ended

and that the particulars entered in the
statement are correct and complete.

Place Signature
Date Designation

10. All sums deducted 1n accordance with the provi- P. §9.
stons of section 18 of the Act shall be paid by the person
making the deduction to the credit of the Government of
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India on the same day as the deduction is made in the case
of deduction by or on behalf of Government, and within

one week from the date of such deduction in all other
Cases :

Provided that the Income-tax Officer may, in special
cases, and with the approval of the Assistant Commis-
sioner, .permit a local authority, company, public body or
association, or a private employer to pay the income-tax
deducted from salaries quarterly on June 15th, September
15th, December 15th, and March 15th.

11. In the case of income chargeable under the head
¢ Salaries,” where deduction is not made by or on behalf of
Government, the person paying the salary shall pay to the
credit of the Government of India by remitting the amount
to the Income-tax Officer concerned or to such officer as he
may direct and shall send therewith a statement showing
the name of the employé from whose salary the tax has been
deducted, the period for which the salary has been paid,
the gross amount of the salary, the deduction for a provi-

dent fund or insurance premia, and the amount of tax
deducted.

11-A. The prescribed rate of exchange_ for the calcula-
tion of the value in rupees of any income chargeable under
the head ¢ Salaries ’ which is payable to the assessee out
of India by or on behalf of Government shall be the rate
notified by the Controller of the Currency in respect of the
recovery of contributions to the Indian Civil Service Fund
for the month in which such income is payable.

12. In the case of income chargeable under the head
‘ Interest on securities,” where the deduction is not made
by or on behalf of Government, the person responsible for
paying the interest shall pay to the credit of the Govern-
ment of India by remitting the amount to the Income-tax
Officer concerned or to such officer as he may dirvect with a
statement showing the following particulars :—

(¢) Description of securities.
(27) Numbers of securities.
(273) Dates of securities.
(7v) Amounts of securities.
(v) Period for which interest is drawn,
(i) Amount of interest, and
i) Amount of tax.



13. The certificate to be furnished under section 18 (9) P. 61.
f the Act by any person paying interest chargeable to
ncome-tax on any security of the Government of India or
f a local Government shall be in the following form :—

raft No. (1) b also

Certified that Rs. being income- sppesrsia,
ax at the rate of  pies per rupee has been deducted by cages o the
raft of this date from Rs. being the bock of the
mount of interest for Rs 5 Nome
n (%) for Rs. standing in the of Seunty.
1ame of for Rs.

198

Superintendent or Principal Officer.

To be signed by claimant.

1 hereby declare that the securities on which interest
1s above specified has been received were my own property
ind were in the possession of

at the time when income-tax was deducted.
Signature

Date
(N.B —~The securities to be produced when required 1 support of &ny
clsim )
13-A. The certificate (*) to be furnished under section P. 61.
18 (9) of the Act by the person paying any interest on
debentures or other securities for money issued by or on
behalf of a local authority or a company shall be in the
following form :—
Name of Local Authority/Company.
Address.

)

Name and address of payee (°)

EXEEN R

3 4 e- 2ogie . -der gechon 18

- - he name and
; the nterest
; 'en here. In
are to be gven o3

W ' o . N
the ¢ase of bearer or bonds, these
declared by the payee concerned

() To be completed only i the cass of bearer debentures or bonds
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I/We hereby certify that Hs. being income-tax
at the rate of pies per rupee has been deducted from
Rs. being the amount of interest at the rate of per
cent. per annum due (*) on debentures Nos.
of Rs. each of the (%) and that it has been or

will, within the prescribed period, be paid by me/us to the
Government of India at

Superintendent, Public Debt Office,
or Principal Officer or Managing Agents.

193

(To be signed by claimant.)

I hereby declare that the securities on which interest as
above specified has been received, were my own property
and were in the possession of at the time
when income-tax was deducted.

Signature

Date

) ‘(N.)B.——The securities to be produced when required in support of any
claim.

14. The certificate to be furnished by the principal

officer of a company under section 20 shall be in the follow-
ing form :—

(Name of Company)
(Address of Company)

Date.

Warrant for Rs. (in words and figures or, if the certi-
ficate is crossed by an entry in words stating that the
amount of dividend is under the next multiple of Rs. 50

T

(*) The date on which interest is payable.
(") Here enter the name of the local authority or the company.
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above that amount, in figures only) , being
dividend (') at the rate of Rs. (in words and figures)
per share for the (%) /the period from

to  during the year ending on the
day of 9,0

on {*) shares in this Company,
registered during the said period/on (Date) in the
name of . This dividend was declared
at the () meeting held on the (%)

193 . -

I/We hereby certify that income-tax on the entire/such
part as is lable to be charged to Indian Income-tax of the
profits and gains of the Company, of which this dividend
forms a part, has been, or will be duly pawd by me/us to
the Government of India

Signature
Office

(To be signed by the claimant )

T hereby certafy that the dividend above mentioned
relates to shares which were my own property at the time
when the dinidend was declared/during the period from

to Jon (Date) and were in the posses-
sion of

Signature

Date

15. The returns for Government officers under section p_ g4,
21 of the Act shall be prepared and submitted to the
Income-tax Officer by :—

(a) Civil Audit Officers tor all gazetted officers and
others who draw their pay from audit offices

%) Or dividend and bonus

) Year or hali-year, as the case may be

(%) Here enter whether free of mcome-tax or not
(9 Here enter number and description of shares
() Here apecify number and uature of meeting,
() Here enter date.
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on separate bills; and also for all pensioners
who draw their pensions from audit offices.

(b) Treasury officers for all gazetted officers and others

“who draw their pay from trcasuries on separate

bills without countersignature; and also for all

pensioners who draw their pensions from
treasuries.

{c) Heads of Civil or Military offices for all non-
gazetted officers whose pay is drawn on estab-
lishment bills ‘or on hills countersigned by the
head of office.

P

(d) Forest disbursing officers and Public Works
Department disbursing officers in cases where
direct payment from treasuries is not made,
for themselves and their establishments.

{e) Head postmasters for (7) themselves, their gazetted
subordinates and the establishments of which
the establishment pay bills are prepared by
them and (iZ) gazetted supervising and control-
ling officers of whose headquarters post office
they are in charge; Head Record Clerks,
Railway Mail Service, for themselves and all
the staff whose pay is drawn in their estab-
lishment pay bills; the Disbursing Officers in
the case of the Administrative and the Audit
offices.

J
A (f) Controllers of Military Accounts (including
Divisional Military Supply, Marine, Field
and War Controllers) for all gazetted military
officers under their audit.

(g) Disbursing officers in the Military Works Depart-
ment for themselves and their establishments.

(%) Chief Examiners of Accounts or Chief Auditors
of Railways concerned for all railway em-
ployés under their audit. )

P. 64;[ 16. The.minin;um income under the head ‘“ Salaries *
I referred to in section 21 (@), shall be Rs. 1,000 per annum.
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17. The return to be delivered to the Income-tax Officer P. 84.
}mder section 21 of the Act shall be in the following
orm :—

vy le 2 |s T
152 1E e §:§
ARt If|s P

doE|E s 1 {5 .| [ei
£ lse |2 ERIN Sl e

FlE1EE [ g | o |Bita|E 5|5 0 e
1 (o2, 2 e lEE|EC|EIEF]5 |55

515 s 283 = 5-332553:,,

HEHIRREHE ISR RN T

AR RRRE - IEN tEl 2 le el el s(Eeal .

HHERRRE o5 $E) s |3z |gE|elE|E | E|mRield

3 & |35 |82 S EREA N E e B

HHEA IR AR R ER K o

1! 2 3 4 s s 7 8 8A |9 10t f1z| 124 J13

I certify that the above statement contains a complete
list of the total amounts paid by to all
persons who were receiving income on the 31st day of
March 19 at the rate of Rs, 1,000 per annum, or have
received during the year ended on that day not less than
Rs. 1,000 in respect of salary, wages, annuity, pension,
gratuity, fees, commission, perquisites, or profits in lieu
of or in addition to salary or wages, and that all the parti-
“culars stated are correct

Signature of person by whom
the return is delivered

Date
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18. (1) The return of total income of companies re-
quired under section 22 (7) shall be in the following form
and shall be accompanied by a copy of the profit and loss
account referred to therein :—-

Total income of the company.
Incame, profits, or gains nx per profit and loss nccount for the year

ended 19 . . . . . .
Add—Any nmount debited in the necounts in revpect of—
1. Resorve for bad debts | . . . . . .
2, Sums carrind to reserve for providert or other funds | .
3. Expenditure of the nature of charity or prosents . . .
4. Lxpenditure of the nnture of capital . . . . .
b, Tncome-tax or SBuper-tax . . . . . .
6. Rental valuo of property owned and occupied . . .
7. Cost of additions to, or alteration, extensions, improvementa
of, any of the as<ots of the business . . . .
S. Interest on reserve or ather funds . . . . T
9. Losces sustained in former yoars . . . . .
10. Losses recoverable under sn  inzurance or contract of
indemnity . . . . . . . . . .
11. Depreciation of any of the anssets of the company . .
12. Expences not aneurred solely for the purpe-e of earning
the profits . . . . . . . . . .

Torat Rs. .

Dreduct—Any  profits  or inconte aneluded dn thee accoante o
account of—
(@) Intorest (net amount) on securities taxed nt source

(1) Interest on securittes tax-free . . . . .
(¢) Dividends (not amount) from compapies taxed in British

Indin . . . . . . . . . . .
*(d) Other itews already tnxed at rource (speeify details) . .

——

Barasce Rs. .

If the company owns any property not occupied for the
purposes of the business a statement in the form prescribed
in Schedule A to rule 19 should be attached with particu-
lars of the credit and debit on account of such property
entered in the accounts.

Declaration.
I. the [Secretary;
ete., (sce section 2 (72) of the Act)] of the
(name of Company) declare that the
information against each head in this return is correctly
given as shown in the hooks of the Company as also in the

* Notp.—If any other deduction is to be claimed, plense give particulars
thereof in a soparate letter to be forwarded with the retura.
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accounts which have been duly audited by the auditors of
the Company and which have been adopted by the share-
holders of the Company.

(Signature)
(Designation)

Dateé 9 .

(2) The company shall also attach to the return a state-
ment showing the sums charged in the accounts under the
provisions of section 58-K (2)

19. The return of total income for individuals, firms, P. 66.
Hindu undivided families and other associations of indi-
viduals not being companies required under section 22 (2)
shall be 1n the following form —

Statement of total income during the previous year.

1 2 3
. Amount of
profits or
e er | Tuxolready
Soprcesaf  ome. Lacime dunog | CDuTERd on
N o romeng | the moome
yoar
RBs Rs.

1. Sslaries  (meloding  wages,

auomty, penson  gratmty,

fees,  commussion,  allow-

ances, perqumsites, includ

ing rent-free  quarters), or

profits received 1n hen of, or

n addition to salary or wages . [Sea note (1)
1-A The contnbutions made by

an employer to the account 1m

5 recogmised prowdent fund

of the person making the

return e
1-B The interest accrmng to the

account mentioned in 1-A

which 13 not exempt from

income-tax [section 55F (2)].
2 Interest on securities (ncluding

debentores) already taxed . » (2)
. Interest on tecarites of the

Government of Indua or of local

Goveraments declared to be

wmcome-tax free . . . [See note {3)]
4 Property as zhown m detail in

Schedule A . no 4
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Statement of total income during the previous year—contd.

} 2 ’
Amount of
profits or Tax already

gains or
income during
the previous
year.

Sourees of Income. charged on

the income.

Ras. Ras.
5. Business, trade, _commerce,
manufacture, or dealings in
property, shares or securities

(details as in note 5) . . [See note (6)]
6. Profession . . . ' (6)
7. Dividends from Companies

(net) . . ' (7)

8. Interest on mortgages, loans,
fixed deposits, current ac-
counts, ets., mnot bearing
income frem business

9. Ground vent . . .

10. Any source other than those
mentioned above including any
income earned in partnership
with others . . M (8}

Total
Deductions claimed—

(a) on account of insurance premia .

{h) on account of centributions to a provident
fund to which the Provident Funds
Act applies . .

(¢} on account of contributions to a recognised
provident fund [section 58-A (a)]

(d) others . . . . .

I declare that to the best of my knowledge and helief
the information given in the above statement is correct
and complete, that the amounts of income shown are
truly stated and relate to the year ended and that
no other income accrued or arose or was received by me/
the firm/the family/the association during the said year

and that I/the firm/the family/the association had during
the said year no other sources of income.

Signature
Dalte ;

N.B.—(a) Income accruing to you outside British India received in
British India is lable to taxation, and must be entered by you in the form.
() All income from whatever source derived must be entered in the form,
including income received by you as a partner of a firm,

Nore 1.—In colnmn 2 should be shown the gross amount of salary and

not the net amount after deduction on account of income-tax, provident
funds, ete.



ou

Note 2. Taterest on securities * means the interest on promissory notes
or bouds 1ssued by the Government of India or n local Government, or the
anterest on debentures or other securities for money 1ssued by or on behalf
of o local authonty or company  Where tncome-tax has been deducted from
the interest, or where the interest has been paid income-tas free, the amount
S YA TS PR LT Sy

tof

! est
der
auing .
The interest on securities of the Government of India or of local
G declared to ba i tax {ree should be shown under head 3.
Those which are not declared to be inecme tax free should be incduded
under this hea
Entries under this head must be supported by the certificate saued by
the person or Company pasing the interest under section 18 (9) of the Act.
Nore 3—(a) The income-tax payable on the interest recervable om a
secursty of n Local Government issued income-tax free i3 payable by the
local Government and not by the holder of the secunity
(%) Only the mterest on securities of the Government of India or of &
locn] Government declared fo be income-tax free should be entered against
this head. Such interest will not be charged to income-tax, but 1t must
be included in the statement of total income n order to ascertain the
rate of icome-tax ehargeable on other income It 1s chargeable to super-
oz

{6) Particulars of any interest on securities 1ssued by other authonties
and stated to be free of imrome-tax shovld be entered agmmnst head 2, as
income-tax on such interest is actually paid by these authorities on behalt
of the recipients.

Note 4 —The tax 18 pasable under this head 1 respect of the bong fide
annual vatue of any buildings or lands appurtenant thereto of which you
are the owner, other than such portions of suck builhings and lands as you
may oceapy for the purpose of your busines

SCHEDULE A.
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NorE 5.—(g) Where you keep your accounts on the mercantile ,account-
ancy or book profits system, you must file return in the following form:—

Income, profits or gains from business, trade, commerce.

Rs.
Income, profits or gains as per Profit and Loss Account for the
year ended 19 .

Add.—Any amount debited in the accounts in respect of—

1. Reserve for bad debts . . . . . . . .
2. Sums carried to reserve for provident or other funds .
3. Expenditure of the nature of charity or presents . .
) 4. Expenditure of the nature of capital . . . . .
§. Income-tax or Super-tax . . . . . . .
6. Drawings or salary of proprietor or partners . . .
7. Rental value of property owned and occupied . . .
8. Cost of additions to, or alterations, extensions, improve-
ments of any of the assets of the business . . .

9. Interest on the proprietor’s or partner’s capital includ-~
ing interest on reserve, or other funds . . . .

10. Losses sustained in former years . . . . . .
11. Losses recoverable under an insurance or contract of
indemnity . . . . . . . . . .

12. Depreciation of any of the assets of the business . .

13

Private or personal expenses and expenses not incurred
solely for the purpose of earning the profits . . .
'{ ; Toran .

Deduct.—Any profits included in the account already charged to
Indian income-tax and the interest on securities of the
Government of India or of loecal Governments declared
to be income-tax free . . . . . . . .

BALANCE .

Signature of the person making the return.

Date 19 .

{(b) Where you do not keep your accounts in such a form, you must file a
statement showing how you arrive at the taxable profits, i.c., showing details.
of the gross receipts and of the expenditure you propose to set against those
receipts. No deductions are permissible on account of—

(i) Property owned and occupied by the owner of a business for the
purposes of a business;

(ii) Additions to or alterations, extensions, or improvements of any of
the assets of the business;

t3ii) Interest on the capital of the proprietors or partners of the
business;

(iv) Bad debts not actually written-off in the accounts;
(v) Losses sustained in previous years;
(vi) Reserves of any kind;
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{(111) Sumy paid on account of the incomestax or super-tax or any tax
levied by o lacal authority other than local rates or munieipal
taxes in respect of the portion of the premises used for the pur-
poss of the business,

{vni) Any expenditure of the nature of chamty or a present,
(iz) Any expenditure of the nature of capital,
(z) Any loss recoverable under an insurance or & contract of indem-
mity;
{z1) Depreciation of any Lind other than that speeified 1n the Ack
(z1) Drawings or salaries of the proprietors or the partmers;
(z1i) Private or personal expenses of the nssesseo,
{ziv} Any expenditure of any kind which 1s not incurred solely for the
purposo of earming the profits

If you have included any such sums in your expenditure in your books,
you must exclude them from the expenditure permissible for the purpose of
arnving ab your toxable profits.

(c) You sre slso required to attach o statement showing the sums
<harged in your accounts under the provisions of section 58K (2)

Nore 6 —The 1ncome, profits or gains shall be computed after making
allowance for any expenditure (mot being 1m the mature of capital expendi-
ture) 1ncurred solely for the purpose of such profession or vocation, provided
that no sllowsnce 1s made on sccount of any of your personal expenses Pro-
fessional fees recerved by you in any part of India (whether within British
India or not) must bo incladed by you 1 your receipts

Note 7.—Income-tax chargeable on the profits of compsnses 13 paid by the

ies, 80 that the d ds received by st ders represent the net
amount remaining after any income-tax due by the company has been paid.

Thia amount should be entered in column 2 of the statement The propor-

tionate tax will be added 1n the Income-tnx Office.

1f the rate of tax applicable to your total 1ucome 15 less than the rate of
tax applicsble to the profits or gains of the company at the time of the
declaration of such divtdends, you may, by attaching the company’s certifi-
eate recarved with the divadends, bave the excess eollected on your dividends
from the company set against the tax payable by you on your other income
instead of having to apply separately for a refund

Note B.—Agncultural income from land not paying }and revenue or local
rates to an authority in British India should be mcluded under this head
or under income from busimess sccording to circumstances

Note 9 —Deductions from total income ¢an only be made for insurance
premia 1 Tespect of 1nsurance on your own life or on the life of your wife,
or 10 respect of a contract for a deferred annuity on your own life or on the
life of your wife. No deduction 13 permisuble 11 the case of any other form
of insurance except m the case of Hindu undivided families where dedue-
tions are permussible on account of premia paid in respect of Insurance on
the life of any male member of the famly or of his wife The orginal
receipt_or the certificate of the imsurance company to which the premwum
was paid must be attached to the return,

20. The Notice of Demand under section 29 shall be n P, 77.
the following form :— .

NOTICE OF DEMAND UNDER SECTION 29 OF THE
INCOME-TAX ACT, 1922

To
1. You have been assessed for the year  to income-
tax amounting to Rs [in addition to which a



88

penalty of Rs. has been imposed], as shown in
the copy of the assessment form sent herewith.

2. You have also been assessed to super-tax amounting
to Rs.

3. You are required to pay the amount of Rs.
on or before the to ~at
when you will be granted a receipt.

4. If you do not pay the tax on or hefore the date
specified above, you will be liable to a penalty which may
be as great as the tax due from you.

5. If you are dissatisfied with your asséssment you may
present an appeal under sub-section (1) of section 30 of the
Indian Income-tax Act, 1922, to the Assistant Commis-
sioner of Income-tax at

within 30 days from the receipt of this notice, on a peti-
tion duly stamped in the form prescribed under sub-sec-
tion (3) of section 30 and verified as laid down in that form.

Or

The assessment has been made under sub-section (4) of
section 23 of the Indian Income-tax Act, 1922, hecause you
failed to make a return of your income under section 22/
to comply with a notice under sub-section (4) of section 22/
to comply with a notice under sub-section (2) of section 23,
and no appeal lies. But if you were prevented by suffi-
cient cause from making the return or did not receive the
notice(s) aforesaid, or had not a reasonable opportunity
to comply, or were prevented by sufficient cause from
complying, with the terms of the notice(s), you may apply
to me within one month from the receipt of this notice
under section 27, to cancel the assessment and proceed
to make a fresh assessment.

6. The appropriate chalan should be sent along with
the amount paid. Should you lose the chalans attached
to this notice of demand, it will be necessary for you to
apply to the Income-tax Officer for copies of fresh chalans.
Dated 19

Income-taz Officer.
7 Place

Nore.—The superfluous words in paragraph 5 should he deleled.

[ N —



ASSESSMENT FORM.
AssESSMENT FOR 193 -103 uxpER SkcTIoN

oF 1922,

District or Areq.
Number in General Index

Name of assessee

, Acr X1

1) Deduction under section 7 (i) or on accoont of
provideat fund, to which the Prowident Fund

Act, 1897, apphes.

() Peduction on accomnt of mcvgmacd provadeut
nde

{a) Contributions .
(b} Exempted interest

{t0) Deduction on sucouat of insurance premia

{v} Deduct sume recerved as dividends_or from a firm
the profits »f which have been charged to imcome-|

{wi) Deduct amount of mterest from tax-fres
ties of the Government of India or of 8 local

Qovernment,

{vi1) Tncome now to be sutjected to meome-tax

{t¥1i) Rate applicalle. ... .. ... pies per rupee

(1) Amount of moome-tax .

secun-

Address Number of miscellaneous record
Seriad Amountof |  Tox deducted
U Detailed sources of inccme. | AmOUIt o3 dolucte Remarks
Rs Rs. a
1 |Sulary (inchdimg employes's
provident fund  ecntribu
tions).
13 Annusl sceretion {leas em.
ployee’s  provident  fand
contnbution) mader sectinn
83ALS)
2 | Taterest on secunties
3 |Property . . .
4 |Bustoess . . . L
s {Profesaon . . .
6 ] Other sources . . .
Rs |a) B la
G) Totslincoms . . . . .
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(z) Deduction under acction 17 . . . .

{zi) Amount of deductiona at source from ealary or
fntereat on sccuritira for which crrdit s piven
under ecotion 18 (5).
(=7} Abatement on account of dividends (atiwniianen
ples per rupee). .
{ziit) Abatement on account of fncome {rom o regiatered
firm (At,.cevieesnne. piea per rupee),

(zir) Net nmount of income.tax {(or refund) . . .
{xr) Amount of super-tax . . . . . .
(xvi) Penalty under eection U8 or section 25 {2} . .

(zrii) Total sum payable (er to be refunded}—in ficures
ns well 62 in wornds),

SN L ie wvesvrvreeraees

Ra,

A, Ha. A

Dated 128 .

Classification of demand.

Income-tax Officer.

Serial N
o B :
T, Texifieation,
No Ccl mn

Amnunt of tax,

1 | Salarien—

{a) Paid by Govermnment . . . .
®) . a lneal nutharity | . . .
(¢) " compruivs, ather badiea and aroeia
4 . private emplayers . . .
2 | *Interest on recutitios e
(8) on s~curities of the Government of Indin
by 0 . Yol Governments . .
(c) on debentures and other secoritios of a loca !
authority or company.
3 | Income derived from proparty ~ . . .
4 " o v {:u!ineu . . . .
5 | Professionnl carnines . . . . . .
6 | Income derived from other rources . . .

Deduction en receunt of scetion 7 (1), 15 or 65F
Deduction on account of soction 17

below, o
Penalty under srction 25 (2) .
. " " 25 . . . .
Net demand (or refund)

. . . .

Total

-

Total of refunds and rebates as in the (.'Iau‘f;c.':iior.x mgv

t~na

.

Fox, A.

® Where the result of an ascersment is an nbatement the sum allowed
as a refund or rebote should be entered in the classifiention cage below,
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*Classification of refunds and rebates.

Boures of income. Rata of refund or rebate, Amount of refond
or Tebate.

* Ttems (zii) and (ziii) on pre-page sud sbatement regsrding socurities.

Record of cask refunds.

Date of lame of
rotics of demsnd.

Nomber of Youcher .+
Dato of voucher . .
Amount of refnd . .

Reason for refund . .

t Accounts,

Ne=Not submitted
A=8ubmitted and accepted.

. 1 Retorn.
N=Not submitted,
A=Subm1ﬁad and wecepted
R d, bub t not

based on it.

+ Norz —For the purp:
I T. Os should i 4 atrike out the

t not

based on them.

ose of compiling Annnnl Retum Ne VIL,
blo entries.
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STATEMENT OF FACTS.

Form of verification.

s , the petitioner, named in the
above petition, do declare that what 1s stated therein and in
ghe above statement of facts 1s true to the best of my
information and belief.

Signed

Forn B

Form of appeal against assessment to Income-taz.

o
The Assistant Commissioner of
The day of 19

The petition of of post office,
Dustrict sheweth as follows —

1. Under the Indian Income-tax Act, 1922, your peti-
tioner has been assessed on the sum of Rs. for
the year commencing the 1st day of April 19 . The
notice of demand attached hereto was served upon him
on .
2. Your petitioner’s 1ncome accruing or arising or re-
ceived or deemed under the provisions of the Act to accrue
or arise or to be recerved in British India for the year
ending the day of 19 amounted to Rs.

3. Such income and profits actually accrued or arose or
were receiveddduring the period of months and

ays.

4. During the said year your petitioner had no other
income or profits. .

5 Your petitioner has made a return of his income to
the Income-tax Officer under section 22,
sub-section (2) of the Act and has comphed with all the
terms of the notice served on him by the Income-tax Officer
under section 23 (2), and/or [section 22 (4)]

Your petitioner therefore prays that he may be assessed
accordingly (or that he may be declared not to be charge-
able under the Act).

Signed
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GROUNDS OF APPEAL,

Form of rerification.

I. , the petitioner, named in the
above petition, do declare that what is stated therein is
true to the hest of my information and helief.

Signed

Fory C.

Form of appeal against an order under scetion 25 (2).

To
The Assistant Commissioner of Income-tax.
The day of 19 .
The petition of of post office,

District sheweth as follows :—

1. Under section 25 (2) of the Indian Income-tax Act,
1922, a penalty of Rs. has been imposed on your
petitioner. The notice of demand attached hereto was
gerved upon him on .

2. Your petitioner was prevented by suflicient cause as
more particularly explained below from giving notice
within the time prescribed by section 25 (2) to the Income-
tax Officer of the discontinuance of his business, profession
or vocation.

3. Your petitioner therefore requests that the order of
the Income-tax Officer imposing a penalty of Rs.
upon your petitioner may be set aside.

Signed
STATEMENT OF FACTS.

Form of verification.

L , the petitioner, named in the
above petition, do declare that what is stated therein and
in the above statement of facts is true to the best of my
information and bhelief.

Signed
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Forn D.

Form of appeal against an order under section 28.
To

The Commissioner of Income-tax/The Assistant
Commissioner of Income-tax,

The R day of 19 .

_ The petition of of post office,

District, sheweth as follows —

1. Under section 28 of the Indian Income-tax Act,
1922, a penalty of Rs. has been 1mposed on your
petitioner by the Income-tax Officer/Assistant Commis-
sioner. The notice of demand attached hereto was served
upon him on

2. Your petitioner did not conceal the particulars of
his income or deliberately furnish inaccurate particulars
thereof but as will be seen from the statement of facts
attached returned it at its real amount to the best of hus
knowledge and belief.

3. Your petitioper therefore mt}uests that the order of
the Income-tax Officer/Assi b imposing
2 penalty of Rs. upon your petitioner may be set aside.

Signed

STATEMENT OF FACTS.

Form of verification.

1, ' , the petitioner, named in the
above petition, do declare that what is stated therein is
true to the best of my information and belief.

Signed

22, An appeal under section 32 (2) shall 1n the case of P, 80,
an appeal against an order of an Assistant Commissioner
under section 28 be in Form D attached to Rule 21 and in
«other cases in Form E.

INCOME-TAX E
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Forn E.

'To

The Commissioner of Income-tax,

The day of 19

The petition of . sheweth as follows :—

1. Under section 31 (5) of the Indian Income-tax Act,
1922, the Assistant Commissioner of has
increased the tax payable by your petitioner from Rs.

to Rs. .

2. Your petitioner prays that the enhancement may be

set aside or reduced to Rs. for the reasons stated

beloyr.
Signed

GROUNDS OF APPEAL.

Form of verification.
I, , the petitioner, named in the
above petition, do declare that what is stated therein is
true to the hest of my information and belief.

Signed
22-A. An appeal to the Commissioner for a reference
to a Board of Referees shall, in cases falling under sub-

section (2) of section 23-A, be in Form T, and, 1n cases fall-
ing under sub-section (2) of section 23-A, be in Form G.

Fora F.

To
The Commissioner of Income-tax,
The day of 19
The petition of sheweth as follows:—
1. The Income-tax Officer of , with

the previous approval of the Assistant Commissioner of
has passed an order dated

of which a copy is attached under sub-section (1) of section

23-A of the Indian Income-tax Act. 1922, that the sum

payable as income-tax by the firm/association known as
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shall not be determined and that the share of your peta-
ioner in the profits and gawns of the sud firm/assoctation
shall be included in his total mmcome for the purpose of
issessment ; and a notice of the said order has been served
1pon your petitioner on the day of

2 Your petitioner, being aggrieved, for the reasons
stated below, by the order of the Income-tax Officer, prays
that the said order may be set aside.

Signed
GROUNDS OF APPEAL

Form of rerification
1, i , the petitioner, named 1 the
above petition, do declare that what 1s stated theremn 1s
true to the best of my information and belief

Signed
Forym G.
To
The Commissioner of Income-tax,
The day of 19
The petition of sheweth as follows - —
1. The Income-tax Officer of , with the

previous approval of the Assistant Commissioner of
has passed an order dated

of which a copy is attached under sub-section () of sec-
tion 23-A of the Indian Income-tax Act, 1922, that the
sum payable as income-tax by the company known as the

shall not be determned and that the
proportionate shard of your petittoner 1n the profits and
cains of the said company shall be included m his total
Tncome for the purpose of assessment, and a notice of the
said order has been served mpon your petitioner on the

day of .

2 Your petitioner, being aggrieved, for the reasons set
out below, by the order of the Income-tax Officer, prays
that the smid order may be set aside.

Signed

©2
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(GROUNDS OF APPEAL.

Form of verification.

1, ", the petitioner, named in the:
above petition, 'do declare that what is stated therein is
true to the best of my information and belief.

Signed

23. (1) In the case of income derived in part from
agriculture and in part from business an assessee shall be
entitled to deduct from such income the market value of
any agricultural produce raised by him or received by him
as rent in kind which he has utilized as raw material for
the purposes of his business or the sale receipts of which
are included in the accounts of his business. The balance-
of such income shall be deemed to be income derived from
the business and no further deduction shall be made there-
from in resnect of any expenditure incurred by the assessee
as a enltivator or receiver of rent in kind. '

(2) For the purposes of sub-rule (7) *‘ market value *”
shall be deemed to be:—

(@) where agricultural produce is originally sold in the-
market in its raw state, or after application
to it of any process ordinarily employed by a
cultivator or receiver of rent in kind to render
it fit to be taken to market, the value calenlated
according to the average price at which it has
been so sold during the vear previous to that
in which the assessment is made.

‘b) where agricultural produce is not ordinarily sold
in the market in its raw state, the aggregate
of—

(1) the expenses of cultivation:

(2) the land revenue or rent paid for the area in
which it was grown; and

(3) such amount as the Income-tax officer finds,
having regard to all the circumstances in each
case, to represent a reasonable rate of profit
on the sale of the produce in question as agri-
cultural produce.
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Income derived from the sale of tea grown and
actured by the seller 1n British India shall be compu-
if it were income derived from business, and 40
it. of such income shall be deemed to be income, pro-
1 gains liable to tax,
In the case of Life Assurance Compantes ncor- p, 107,
1in British India whose profits are periodically as-~
ed by actuarial valuation, the 1ncome, profits and
»f the Life Assurance Business shall be the average
net profits disclosed by the last preceding valuation,
ed that any deductions made from the gross income
ving at the actuaral valuation which are not admis-
or the purpose of income-tax assessment, and any
. income-tax deducted from or paid on 1income
1 from investments before such income is received,
¢ added to the net profits disclosed by the valnation
Rule 25 shall apply also to the determination of the P, 107,
;, profits and gains derived from the annwity and
| redemption business of life assurance companies,
ofits of which can be ascertained from the results of
zarial valuation.
If the Indian income-tax deducted from interest P, 107,
investments of n company exceeds the tax on the
;, profits and gains thus caleulated, a refund may be
ted of the amount by which the deduction from
it on investments exceeds the tax payable on such
3, profits and gains
In the case of other classes of insurance business P 107.
narine, motor car, burglary, ete ) of a company 1n-
ated in British India, the income. profits or gains
se determined in accordance with the provisions of
:t, subject to the allowance specified in the rule next
ing.
. If in the ordinary accounts of any insurance busi- P. 107,
ther than Life Assurance, Annuity, or Capital Re-
ion Business carried on by an Insurance Company
mount is actually charged against the receipts for
le purpose of forming a reserve to meet ontstanding
ties or unexpired risk in respect of policies which
seen issned (including risk of exceptional losses) and
. used for any other purpose such amount may be
d as expenditure incurred solely for the purpose of
1g the profits of the business.

eyt e TN e rmn a s
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30. Any amount either written-off in the accounts or
through the Actuarial Valuation Balance Sheet to meet
depreciation of, or loss on. securities or other assets, or
which is carried to a reserve fund formed for that sole pur-
pose and not used for any other purpose, may be treated as
expenditure incurred solely for the purpose of earning the
profits of the business. Any sums taken credit for in the
accounts or Actuarial Valuation Balance Sheet on account
of appreciation of or gains on the securities or other assets
shall be deemed to be income chargeable to tax, subject
always to deduction of such portion thereof as has been
otherwise taken into account in calculating the income,
profits or gains.

31. The income, profits and gains of companies carry-
ing on Dividing Society or Assessment business shall be
taken at 15 per cent. of the premium income in the previous
year and, in the case of non-resident companies, at 15 per
cent. of the Indian premium income in the previous year.

32. Notwithstanding anything contained in rules 25 to

31, the total income, however, of an insurance company
carrying on more than one class of business shall be deter-
mined by its aggregate income from all classes of busi-
nesses.

33. In any case in which the Income-tax Officer is of
opinion that the actual amount of the income, profits or
gains accruing or arising to any person residing out of
British India whether directly or indirectly through or
from any business connection in British India cannot be
ascertained, the amount of such income, profits or gains
for the purposes of assessment to income-tax may be cal-
culated on such percentage of the turnover so accruing or

arising as the Income-tax Officer may consider to be rea-.

sonable, or on an amount which bears the same proportion
to the total profits of the business of such person (such
profits being computed in accordance with the provisions
of the Indian Income-tax Act) as the receipts so accruing
or arising bear to the total receipts of the business, or in
such other manner as the Income-tax Officer may deem
suitable.

34. The profits derived from any business carried on
in the manner referred to in section 42 (2) of the Act may
be determined for the purposes of assessment to income-tax
according to the preceding rule,
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85. The total income of the Indian branches of non- P, 87,
resident insurance companies (Life, Marme, Fire, Acci- 107,
dent, Burglary, Fidelity Guarantee, etc.), in the absence
of more reliable data, may be deemed to be the proportion
of the total income, profits or gains, of the companies, cor-
responding to the propoition which their Indian premium
wcome bears to their total premium income.

36. In the case of a person resident in British India, P. 92.
an application for a refund of income-tax under section 48
of the Act shall be made in the following form —

Application for refund of income-tax

I, of
do hereby state that my total income computed n accord-
ance with section 16 of the Indian Income-tax Act, XTI of
1922, aceruing or arising or received in British India, or
deemed under the Act to accrue or arse or to be received
in British India, during the year ending on the 31st March

19 , amounted to Rs only.
I therefore pray for a refund of
Rs. under * Salaries @t gortion
Rs. under * Securities . ehould bo
Rs. under * Dividends from com- "™ ™"
panies ",
L under ** Share of profits of the
registered firm ** known as of swhich

Iam a partner.
Signature

I hereby declare that T am resident in British India,
and that what is stated in this application is correct.

Dated 19 .
Signature

36-A. In the case of a person not resident in British p, 92. -
India, an applicatioh for 2 refund of income-tax under <o [aly
section 48 of the Act shall be made in the following form :—

Application for refund of income-taz.
S of
residing at in  (country)
do hereby state that my total income computed in accord-
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{The portion
qot required
should be
soored out.)
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ance with section 48 (4) of the Indian Income-tax Act, 1922,
during the year ending on the 31st March 19 , amounted

to Rs. only, as per return enclosed.
I therefore pray for a refund of

Rs. under “ Salaries .

Rs. under ‘¢ Securities .

Rs. under Dividends from com-

panies *’.

Rs. under ¢ Share of profits of the

registered firm *’ known as of which

I am a partner.

Signature

I hereby declare that I am a British subject. (See
note 2)/subject of State being a State in India.. I

also declare that what is stated in this application is cor-
rect.

Dated 19
Stgnature
Sworn before me (Name)
Designation Signature at on

—

Sens,

Note 1.—The sbove declaration shall be sworn (a) before a Justice of
the Pence, a Notary Public or Commissioner of Qaths if the applicant for
refund resides in any part of His Majesty’s Dominions outside British India,
{b) before a Magistrate or other official of the State or a Political Officer

if he resides in a State in India, (¢) before a British Consul if he resides
elsewhere. :

Notg 2.—* British subject '’ means a person who is a natural-born British
subject, or a person to whom a certificate of naturalization has been granted.
(b) An application for such a refund from a person not
resident in British India who has made a similar applica-
tion as a non-resident in the preceding year shall, unless
the Income-tax Officer directs in any particular case that
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application be made in the form prescribed in sub-rule
be made in the following form :—

dApplication for refund of income-taz

I, of residing at

. (country) do hereby state that my total
ime computed in accordance with section 48 (4) of the
ian Income-tax Act, 1922, during the year ending on
31st March 19 , amounted to Rs. : only, as per
irn enclosed.

[ therefore pray for a refund of

under ‘‘ Salaries ' The portions
Rs. under * Securities *’. oo
Rs under ‘' Dividends from  com- *™ ™
panies ”’
Rs. | under * Share of profits of the
registered firm *’ known as of which

T am a partner.

Signature

I hercby declare that I am a DBritish subject (see
2)/subject of State being a State in Indla. I
ydeclare that what is stated in this application is cor-
; and that I duly applied for a similar refund as a non-
dent last year.

‘ed 19
Signature

‘OTE.—** British subject ” means & person who js o matural-born Britush

ct, or & person to whom a cerhificate of naturahzation has been gram

87. The application under rule 36 shall be accompanied p, gg,
, return of total income in the form prescribed under

ion 22 unless the applicant has already made such a

irn to the Income-tax Officer.

37-A. The application under Rule 36-A shall be accom-

ied by a return of total income in the following form
details of Part I of which but not the total may be
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omitted if the person has already submitted a return under
section 22 (2) for the same year:—

ParT I.

Statement of total income accruing or arising or received
in British India, or deemed under the Act to accrue or
arise or to be recetved in British India, during the
previous year.

1 2 3
Amount of Tax
profits or gains| already
Sources of iacome. or income charged

during the on the
previous year. | income.

Rs. 4, | Rs. Al
1. Salaries (including wages, annuity,
pension, gratuity, fees, com-
mission, allowances, perqui-
sites, including rent-free quar-
ters) or profits received in lien
of, or in addition to, salary or
wages . . . . .
1-A. The contributions made by an
employer to the account in a
recognised provident fund of
the person making the return
1-B. The interest accruing to the
account mentioned in 1-A which
is not exempt from income-tax
[Scction 88-F (2)] . .
Interest on securities (including
debentures) already taxed . (See Note 2)

. Interest on securities of the Gov-

ernment of India or of local

Governments declared to be in-

(See Note 1)

o

come-tax free . . . . (See Note 3)
4. Property as shown in detail in
B Schedule A . . (See Note 4)

5. Business, trade, commerce, manu-
facture, or dealings in property,
shares or securities (details as

in note 5) . . . . . {See Note 5)
6. Profession . . . . . (See Note 6)
7‘. Dividends from companies |, (See Note 7)
3

. Interest on mortgages, loans, fixed
deposits, current accounts, cte.,
not being income from business

9. Ground rent . . . .
10. Any source other than those men-
tioned above including any in-
come earned in parbtnership

with others (See Note 8)

Total
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Part I,

Statement of total income, profits and gains in the previous

year, arising, accruing ‘or received out of British
India, which, if arising, accruing or recerved in
Britisk India, would be weluded in the computation
of total income under section 16,

Kuma of

Amonnt of
profits o
Comntry. Bources of income ot iceme
during the
Previons year
. Ds.
i Sahﬂ‘cq . -« . (See Note 10)
2 Bcutitien . LT (Seo Noto 1)
3. Pmpc‘n_ym ST (See Note 12)
4. Business . . . . . (See Nots 19)
5
8 Profeysien . . .. L (Seo Note 14)
6. Dividends from companics © (Seo Note 15}
7 Interest’ on securities other than
in item 2 alove, mortgages,
lowns, fixed deposits, current
accounts, ete, not bemng .
income from business . . (Ses Note 16)
8 Ground remt | Tt
9 Any sourco other fhan those
mentioned abore including any
income earned in partnership
with others N . . « {See Nete 17)
Total .
Tatalasper Part L.« .+ -
Total na per Part I . . . .
Grand total . .+ . -

*The figures for each country should b separatelv shown,
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Verification.

I declare that to the best of my knowledge and belief
the information given in the ahove statement 1s correct and
complete, that the amounts of income shown are truly stated
and relate to the year ended and that no other
income accrued or arose or was received by me/the firm
during the said year and that I/the firm have no other
sources of income.

Signature

Dated 19 .

N.B.—(a) Income accrning to yvou outside British India received in British
Tndia, should be entered in Pari T and not in Part TI.

by All income from whatever source derived must be entered in the form
including income received by you ns a partner of a firm.

(¢) ““ Previous year’’ means the twelve months ending on the 31st day
of March next preceding the year for which the assessment is to be made,
or. if the accounts of the nwessee have been made up to a date within the
said 12 menths in respect of a year ending on any date other than the
said 31st day of March, then at the option of the assessce the year ending
on the day to which his accounts have so been made up.

Note 1.—In column 2 should be shown the gross amonnt of salary and
not the net amount after deductions on account of income-tax, provident
funds, ete.

Nore 2.—* Interest on securities ’’ means the interest on promissory notes
or bonds issued by the Government of India or a local Government, or the
interest on debentures or other securities for money issued by or on behalf of
a local authority or company. Where income-tax has been deducted from the
interest, or where the interest has been paid income-tax free, the amount of
tax so deducted or paid should he added to the amount of interest actually
received, and the gross amount so arrived at should he entered in column 2
of the statement. The term * interdst on securities !’ does not include interest
on fixed doposits or mortgages or other loans, which have to be shown under
hieading 8.

The interest on securities of the Government of India or of local Govern-
ments declared to be income-tax free should be shown under head 3. Those
;vhi(cih are not declared to he income-tax free should be included under this
head. '

Entries under this head must be supported by the certificate issued by
the person or company paying the interest under section 18 (9) of the Act.

Nortr: 3.—(a) The income-tax parable on the interest receivable on a
secarity of a local Government issued income-tax free is payahle hy the local
Government and not by the holder of the security. .

(1) Only the interest on securities of the Government of India or of a lseal
Government declared to he income-tax free shonld be entered acainst this
head. Such interest will not be charged to income-tax but it must be in-
cluded in the statement of total income in order to ascertain the rate of
income-tax chargeable on other income. It is chargeable to super-taz.

(¢) Particulars of any interest on securities issned by other authorities and
stated to be free of income-tax should be entered against head 2. as income-
tax on such interest is actually paid by these authorities on behalf of the

Tecipients. .
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Norw 5.—(a) Where you Leep your accounts on the mercantile accountancy
or book profits system, you must file a return mn tha following form.—

Income, profits 01 gnins from busness, trade, commerce,

] A
Income, profits or paims as per Profit and Loss Account for the
year ended 19

Add—Any amount debited in ths accounts m respect of—
1. Resetve for bad debts . . . .

2 Bums rarried to reserve for provident or other funds

3. Expenditure of the nsture of chanty or presents .
4. Expenditure of the nature of capital . -
§. Income-tax or Super-tax e e

6 Drawings or salary of proprietor or partmers .

7. Renta) value of property owned and occupied .

2. Cost of additions to, or_alterations, extensions, 1m-
provements of, any of the assets of the business
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Income, profits or gains from business, trade, commerce—contd.

Rs. 4.
Add—Any amount debited in the accounts in respect of—

9. Interest on the proprietor’s or partner’s capital; in-
cluding interest on reserve or other funds.

10. Losses sustained in former vears

11. Losses recoverable under an insurance or contrach of
indemnity.

12. Depreciation of any of the assets of the business

13. Private or personal expenses and expenses not in-
curred solely for the purpose of earning the profits.

Toraw .
Deduct—Any profits included in the account already charged to
Indian Income-tax and the interest on securities of
the Government of India or of local Governments
declared to be Income-tax free,

Balance

(Signature of the person making the return.)

Dated 193

(b) Where you do not keep your accounts in such a form, you must file a
statement showing how you arrive at the taxable profits, i.c., shomng details
of the gross recelpts and of the expenditure you propose to set against those
receipts, No deductions are permissible on account of—

(i) Property owned and occupied by the owner of a business for the
purposes of a business;

(#i) Additions to, or alterations, extensions, or improvements of, any
of the assets of the business;

(#11) Interest on the capital of the proprietors or partners of the
business;

(iv) Bad debts not actually written off in the accounts;
(v) Losses sustained in previous vears;
(vi) Reserves of any kind;
(vii) Sums paid on account of the income.tax or super-tax or any tax
levied by a Jocal authority other than local rates or munieipal

taxes in respect of the portion of the premises used for the pur-
pose of the business;

(viii) Any expenditure of the nature of charity or a present;
(ir) Any expenditure of the nature of capital;
(z) Any loss recoverable under an insurance or a contract of
indemnity ;
(xi) Depreciation of any kind other than that specified in the Act:
(zii) Drawings or salaries of the proprictors or the partmers;
(ziii) Private or personal expenses of the assessee:

(zit) Any expenditure of any kind which is not incurred solely for
the purpose of earning the profits,

If vou have included any such sums in your expenditure in your books.
you mu=f esclude them from the espenditure permissible for the purpose of’
arriving at your taxable profits.
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. ¢} Yon are also required to attach 2 statement showing the sums charged
in your accounts under the provinions of section 53K (2)

Nore 6 —Tho income, profits or gains shall be computed after making
allonance for any expenditure (not bewng 1w the nature of ramtal ezpend-
ture) uncurred solely for the purpose of such profession or vocation, provded
that no allowance is made on account of sny of your personal expenses.
Professionn] fees recewed by you in any part of Indin (whether wathin
Bratish India or not) must be included by you in your receipts

Nore 7.—Tacome *-v 1 - --**
compantes, so that

amount remawmung ¢

This amount should .
tionate tas will be added in the Income-tax ofice

If the rate of t~= -~ o N -
income-tax applic.
the declaration of
feate recerved wit
from the company fet against the tax payable by you on your other ncome
wstead of having to apply separately for o refund

Where a company derives a part of its profits in British India and part
outside Rritish India, such portion of its dividend as 19 payable out of profits
taxable 1n British India should be shown m Part I uoder item 7 and the
balance in Part II under item 6

Note § —Agricultural_income_from land not paying land revenue or local
rates to an authonty in British India should be included under this head or
under income from business according to cirreumstances

Nore 9 —Rebates 1n respect of insurance premia or of a contract for
annuity cannot bo allowed 1n connection with a clum for refund  They can
enly be allowed in the conrse of an ssessment

Nore 10 —The gross amount of salary and ot the met amount after
deductions on account of income.-tax, should be shown

prmempal place of business 1s stuite n Britwh India or not, which the
Central Board of Revenue may, by general or special order, declare to be a
company for the purposes of this Act . Interest on all other securibies
should bo shown under stem 7—see Note 16 Interest should be shown
gross af foreign tax 13 deducted therefrom after the assesses receives the
interest, af the tax 1s deducted at source, the net interest Teceived should
be shown
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Norr 12.—8eco instructions in Note 4.

Nort 13.—The details should be given as explained in Note 5, but there
will be no ‘“ deduct’ entry on account of profits included in the amount
already charged to Indinn incomne-tax and the interest on securities of the
Government of Indin or a local Government in India declared to be income-
tax free.

Nore 14.—This should show professionnl fees received outside British
India.

Note 15.—The figure to be shown here is the amount actually received by
tho sharcholder irrespective of whether the dividends nre declared free of tux
or not.

Where a company derives n part of its profits in British Indin and part
outside British India, such portinn of its dividend as is payable out of profits
taxable in British Tndia should be <hown in Part I under item 7 and the
balance in Part IT under item 6.

Notr 16.—This head will include infer alin interest on all securities other
than those entered in item 2. sce Note 11. Interest should be shown gross if
foreign tax is deducted therefrom after the assescec receives the interest; if
the tax is deducted at source, the net interest reeeived should he shown.

Norr 17.—Agricultural income from land not included in Part I should
be shown under this head.

P. 92, 38. Where the application under rule 36 or rule 36-A
is made in respect of interest on securities or dividends
from companies, the application shall be accompanied by
the certificate prescribed under section 18 (9) or section 20,
as the case may be.

P, 92. 39. The application under rule 36 or rule 36-A shall be
made as follows :—

(@) If the applicant is resident in British India, to
the Tncome-tax Officer of the District in w hich
the applicant is chargeable directly to income-
tax, or if he is not chargeable dlrectlv to the
Income-tax Officer of the district in which he
ordinarily resides:

» » (b) If the applicant is resident outside British India,
“ ; » to the Income-tax Officer appointed by the
e v,~‘\'o'-.»‘f Central Roard of Revenue.
‘J"” (O .
\,\.‘J
- (r’“’"‘



111

40. An aﬁplimtion for refund of income-tax under P. 83..
ction 49 of the Act shall be made 1n the following form :—

pplication for relief from double income-taz under section
49 of the Indian Income-tax Act, 1922.

1, of , do hereby state
xat I have paid United Kingdom income-tax and super-
1x amounting to £ for the year ending 19
1 an income of £ and that Indian income-tax/in-
yme-tax and super-tax of Rs. has also heen pamad
2 the same income/income from the same source amounting
> Rs. . I have obtained relief under the provi-
ons of section 27 of the English Finance Act, 1920, at the
ite of see attached certificate from the
nspector of Taxes I now pray for a further relief at
1e rate of amounting to Rs under
ction 49 of the Indian Income-tax Act, 1922, to which T
m entitled. My mncome from all sources to which this
«ct applies during the ‘‘ previous year  ending on the

amounted to Rs.
aly—see Return of income attached/already submit‘ed.

Signature

T hereby declare that what is stated herein is correct.

Signature

lated 19

41. The application under rule 36 or rule 40 may be
resented by the applicant in person or through a duly
uthorized agent or may be sent by post.

492. A return shall be furnished by the principal officer
f a Company under section 19-A in respect of a dividend
r aggregate dividends if the amount thereof exceeds
" 1 offi f a C ny

43, The return by the principal officer of a Compa
nde::" sectiermel‘a-A s}}:,all beI;n thepfollowing form and shall
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be delivered to the Income-tax Officer who assesses the
company :—

Return under section 19-A of the Indian Income-tax Act,
1922, for the year 1st April 19 -31st March 19

Name of Company
Address of Company

(1) Resident Shareholders/Non-Resident Shareholders.

(2) Amount of
dividends.
Serial Address Date of
eréa Name of shareholder. of declaration
number. shareholder. jof dividends. | o | Gross.
1 2 3 4 5 G
Rs Rs.
I the principal officer of the

Company, hereby certify that the above statement contains

a complete list of the resident/non-resident shareholders of
the Company to whom a dividend or aggregate dividends
exceeding Rs. 5,000 was or were distributed in the period
from the 1st April 19  to the 31st March 19

Dated 19

Signature
Nore 1.—Separate forms should be used for resident and non-resident
shareholders.

Nore 2.—Where dividends are issued *‘free of income-tax ’, the figure
to be entered in column 5 is the sum actually paid, and the figure to be
entered in column 6 is the agpregate of the sum so paid and the amount of
income-tax payable by the Company in respect of the dividends.

44, All sums deducted in accordance with sub-sections
(2) and (8) of section 57 shall be paid by the person making
the deduction to the credit of the Government of India
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within one week from the date of such deduction by remit-
tmng the amount to the Income-tax Officer concerned or to
suc Gpvcrnmcnt Treasury or branch,of the Imperial Bank
of India as he may direct’ The person making the deduc—
tion shall send at the same time to the Income-tax Officer
a statement showing the name of the non-resident person
on whose behalf the tax has been deducted, the amount of
the tax deducted, the gross amount of dividend in respect
of which the deduction has been made and the period for
which the dividend has been paid

FINANCE DEPARTMENT (CENTRAL REVENUES).

Notification No. 9, dated the 15th March, 1980

In exercise of the powers conferred by Chapter IXA
‘of the Indian Income-tax Act, 1922 (XT of 1922), the
Governor General in Council 15 pleased to make the follow-
ing rules, the same having been previously published as
required by sub-section (Z) of section 58-L read with sub-
section (4) of section 59 of the said Act —

1. These tules may be called the Indian Income-tax
{Provident Funds Relief) Rules,

2. In these rules, *‘section * means a section of the
Indian Income-tax Act, 1922 (XT of 1922).

3. The contributions made by employees after the date
of recogrition of a provident fund and the interest on the
accumulated balances of such contributions shall be wholly
invested in securities of the nature specified 1 clause (2),
(8), (), (d) ot (¢} of section 20 of the Indian Trusts Act,
1822, and payable both in respect of capital and of iterest
in British India.

4, {1) Withdrawals by employees shall not be allowed

bv the trustees except on special grounds in the following
circumstances or circumstances of a similar nature—

X s incurred in connection with the
@ ?lilli}e:sx Iinefn S: subscriber or a member of his
family;
(5) to pay for the passage over the sea of a subseriber
or any member of his family;
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{¢) to pay expenses in connection with marriages,
funerals or ceremonies which by the religion of
the subscriber it is incumbent upon him to per-
form and in connection with which it is obliga-
tory that expenditure should be incurred;

{d) to meet the expenditure on building or purchasing
a house or a site for a house provided that such
house or site is assigned to the trustees of the

fund;

(¢) to pay premia on policies of insurance on the life
of the subscriber or of his wife provided that the
policy is assigned to the trustees of the fund and
that the receipts granted by the insurance com-
pany for the premia are from time to time
handed over to the trustees for inspection by the
Income-tax Officer.

(2) For the purposes of sub-rule () ‘ Family ’’ means
any of the following persons who reside with and are wholly
dependent on the employee, namely :—the employee’s wife,
legitimate children, step children, parents, sisters and
minor brothers. :

(8) No such withdrawal shall exceed (1) the pay of the
employee for three months, or, in the case of a withdrawal
for the purpose specified in clause (@) of sub-rule (1), six
months at the time when the advance is granted, or (2) the
total of the accumulation of exempted contributions and
exempted interest contained in the balance to the credit of
the employee whichever is less.

(4) A second withdrawal shall not be permitted until
the sum first withdrawn has been fully repaid.

5. (1) Where a withdrawal is allowed for a purpose
specified in clause (d) or clause (¢) of sub-rule (1) of rule 4
the amount withdrawn need not be repaid.

(2) Where a withdrawal is allowed for any other pur-
pose the amount withdrawn shall be repaid in not more
than twenty-four equal monthly instalments and shall bear
interest in accordance with rule 6 and no further with-
drawal shall be permitted until repayment has been effected
in full.

6. In respect of withdrawals which are repaid in not
amore than 12 monthly instalments, an additional instal-
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ment of 4 per cent. of the amount withdrawn shall be paid
on account qf interest; and in respect of withdrawals which
are repaid in more than 12 monthly instalments two such
instalments of 4 per cent. of the amount withdrawn shall
be paid on account of interest ;

Provided, however, that at the discretion of the Trus-
tees of the Fund, interest may be recovered on the amount
withdrawn or the balance thercof outstanding from time
to time at 1 per cent above the rate which 1s payable for
the time being on the balance 1n the fund at the credit of
the member,

7. The employer shall deduct such instalments from the
employee’s salary, and pay them to the Trustees. The
deductions shall commence from the second monthly pay-
ment made after the withdrawal or in the case of an em-
ployee on leave without pay from the second monthly pay-
ment made after his return to duty

8. In case of default of repayment of instalments under
rules 6 and 7, the Commssioner of Tucome-tax may at his
discretion order that the amount of the withdrawal or the
amount outstanding shall be added to the total income of
the employee for the year in which the default occurs and
the Income-tax Officer shall assess the employee accordingly.

9. Notwithstanding anything contained in rules 4 to 8,
it shall be open to the trustees of a recogmsed provident
fund to permit the withdrawal of ninety per cent of the
amount standing at the credit of an employee if the em-
ployee takes leave preparatory to retirement, provided
that if he rejoins duty on the expiry of his leave he shall
refund the amount drawn together with interest at the rate
allowed by the fund.

9-A. Where the accounts of a recognised provident fund
are kept outside British India, certified copies of the ac-
counts shall be supplied not later than the 15th June in
each year to a local representative of the employer in British
India:

Provided that the Income-tax Officer may 1n any year
appoint a date later than the 15th June as the date by
which the certified copies shall be supplied :

10. (1) An application for recognition shall be made
by the fm?ployer K;x[l‘aintuinir\g the fund for which recogni-
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tion is sought and shall be accompanied by the following
documents :—
(a) the trust deed if any in original with one copy
thereof, the latter to be retained by the Commis-
sioner, and

(b) the rules of the fund:

Provided that if the original of the trust deed cannot
conveniently be produced, it shall be open to the Commis-
sioner of Income-tax to accept in lieu of the original a copy
certified either by a Magistrate or in any manner specified
in rule 7 of the Indian Companies Rules, 1914, in which
case an additional copy shall be furnished for retention
by the Commissioner.

(2) The application shall be submitted through the
Income-tax Officer of the area in which the accounts of the
funds are kept, or, if the accounts are kept outside India,
through the Income-tax Officer of the area in which the
local headquarters of the employer are situate.

(8) The application shall contain the following
information : —

(@) Name of employer and address, his business, pro-
fession, etc., also his principal place of busi-
ness.

(b) Number of employees subscribing to the fund—

(¢) in British India;
(7) in Indian States;
(i1) outside India.

(¢) Place where the accounts of the fund are or will
be maintained.

(d) If the fund is already in existence—

(?) a copy of the last balance sheet of the fund,
where such is maintained,
(i7) details of investments of the fund.

(4) A verification in the following form shall he
annexed to the application.
Form of Verification.

We/I, the trustee(s) of the abovenamed fund, do declare
that what is stated in the above application is true to the
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best of our information and belief, and that. the documents
sent herewith are the origmals or true copies thereof.

11. Where an employee of a company owns shares in
the company with a voting power exceeding ten per cent.
of the whole of such power the sum of the exempted con-
tributions of the employee and employer to the recogmised
provident fund maintained by the company shall not exceed
Rs. 250 in any month,

12, If an employee assigns or ereates a charge upon
his beneficial interest in a recognised provident fund, the
Income-tax Officer shall, on the fact of the assignment or
charge coming to his knowledge, give notice to the em-
ployee that if he does not secure the cancellation of the
assignment or charge within two months of the date of
receipt of the notice the consideration received for such
assignment or charge shall be decmed to be 1ncome receved
by him in the year 1 wlich the fact bedame known to the
Income-tax Officer and shall be assessed accordingly.

13. If the Commssioner withdraws recognition from a
recognised provident fund, the balance to the credit of
each employee at the end of the financial year prior to the
date of the withdrawal of recognition shall be paid to him
free of income-tax and super-tax at the time when such
employee receives the accumulated balance due to him.
The remainder of the accumulated balance due to him
shall be liable to income-tax and super-tax as if the fund
had never been recognised.

14. Before withdrawing recognition, the Commissioner
of Income-tax shall give an opportumty to the employer
and the trustees of the fund to show cause why recognition
should not be withdrawn

FINANCE DEPARTMENT (CENTRAL REVENUES).

Notifieation No. 10, dated the 15th March, 1950

In pursuance of sub-section (2) of section 58-F of the
Indian Income-tax Act, 1922 (XI of 1'922), the Governor
General in Council is pleased to fix six per cent as the
rate referred to in the said sub-section.
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CENTRAL BOARD OT REVENUE.

Notification No. 12, dated the 15th March, 1930.

In exercise of the powers conferred by Chapter IX-A
and by section 59 of the Indian Income-tax Act, 1922 (XI
of 1922), the Central Board of Revenue is pleased to make
the following rules, the same having heen previously pub-
lished as required by sub-section (Z) of section 58-L read
with sub-section (4) of section 59 of the said Act:—

1. These rules may be called the Indian Income-tax
(Provident TFunds Relief) (Central Board of Revenue)
Rules.

2. In these rules ‘‘ section’’ means a section of the
Indian Income-tax Act, 1922 (XI of 1922).

3. An order according recognition to a provident fund
shall take effect—*

(@) in cases where the application for recognition has
been received by the Commissioner of Income-tax
hefore the 31st May 1930-—on 31st March 1930;

(b) in other cases—-on the last day of the month in
which the order is made, or, at the request of
the employer, on the last day of any later month
in the same financial year.

4. An appeal under sub-section (5) of section 58-B shall
be in the following form and shall be verified in the manner-
indicated therein :—

Form of appeal against non-recognition of a Provident
Irund by a Commissioner of Income-taz.
To
The Central Board of Revenue.

The petition of employer(s)
carrying on bus_lness, profession or at

Your petitioner(s) applied to the Commissioner of
Income-tax under section 58-B of the Indian Income-tax
Act, 1922, for the recognition of the provident fund main-
tained by them (him) for the benefit of their (his) employees.
The Commissioner of Income-tax has refused recognition
for the reasons stated in his order dated of’
which a copy is attached.
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For the reasons set out below your petitioner(s) submit(s)
that the fund should be recognised, and pray(s) that the
Central Board of Revenue may be pleased to accord recogni-
tion.

Grounds of appeal.

We/l the petitioner(s) named in
the above petition do declare that what is stated therein 1s
true to the best of our/my information and belief.

Signature
Address of Appellant.

Date

5. The accounts of a recognised provident fund shall be
prepared at intervals of not more than twelve months,

6. An account shall be maintained for each subscriber
to the fund in the following form '—




120

a0 —;u—ﬂdae oJugivg

RN udwmiedoy

P R

QIUTApY _

PR R R

fmp
oung
Lvgy
ady
~=DPitulo} Um0 BouL

v a a8 e e
e ea e

LI

SINTIOJIV SIVAVUAILIA AUVEodINIL

1oL

s e s e 0w

. IV

. srende

* Awmp
*ooung
¢ A
Hady

R
o8 s s s e

EECER N

INN02IV SIVAVUANLIAN 1T VAVINENON
S SPANRAFEA AT (UL 2 e 0 s UUR]0,) JO SIUN U HUUSO Bif) v 3Us  9a00 St} OJUY PAMITI o [HM TL PUY TT JUu g puk & ‘g put g *p PUB § suwnjo) Jo +V0} OUL— "N

*pIsopd JUNONY

M Dosrpuetr ) Qe L M g puvg Fpuv g _
(e e amey — A S A —_l— - R AV
! ' ; ) i ! . f P (810, “(31 puv g1 "SI
A i m : i | ; “ ‘I sWUN{o)) e F[U
' ! + 1 ! _ ! ; -MUIP s opedtiel-uot
§ ! w ; i : J0 3UNUIIT UL uomN [Py
; ! i ! ! ] ! | i (*4u0 51
; | f | . ! . ; ! | PUY 1T UWN()) JunodIu
—_— . - y ] spLauIpyia Arwzodu)
! M ! . } | ! i ! [+ 1L 0 UNOOIY U0 JuImIshIpY
. b i 1 ' ' i
w ' — , ., _ . . . . :P—cuw B
| ~ | _ ; W N .
“ i . . . . AvIr
! ! N | ; ' .. . -y
! . ! ‘ I HONVIVE
) .
- - 1- ——— - e 1 — - ) .-
. |
ot St ¥t I ol 184 I 6 A i s " R 4 o w 1
. =~ a = . — ol [ e} i
g ~2 | gf | g8 | 2E {g58i g¥ oF . 2 =z 85 0 gE 1 er w8
g =] =9 =Ea o & LRE I 2 L Ea e g5 1 =2 | s w o
=1 == 1 [l “ =9 1] =3 57 0 = o o1
g ig EE | EZ ] TE 1 ¥el ey | BE IEE g4 [ &5 1 &' F
-3 o] =5 Aas s o g 5 <8 g~ gE3T il Hn o ° =
: S —e s | 1§ 1"g=; % D=1 = T8 o 53 B 3 |
e 83 £8 2e g, 8 8 "5 SKEW I g s ! 8 i
o T Ew = Mlm ¢ @ nnu.. m LAY -4 g. =3 muv- M | B
& £ MJ B W 28 -t g1 = .m.w o o g Ly g *favjeg (U0 PUT AT
= SlEl 2| B & F £ ges Bl | 21 8 |
- =] =X [ =R - @ .u.l..".. e m H
: £ Z s2 B 20 5 fHE s| 2| B 7| ~
= & < " H e =] — O Vet =] -
5 — ) — “ 1 B ! = !
: . 2 .
= “Wwmoxo 305 Wwry g , & ‘ *3§9297U] DUV SUOL U [U0] ' |
r80idwa”Lq 104000y
puny 03 30 Jaso{dud 04 poxdcy
02L01dwd 03 pvg
35P Jupmol jo ey



12)

7. An abstract for the financial year or other appli-
cable accounting period of the indxvi%iual account, of pel:)xch
employee participating 1n n recogmsed provident fund shall
be furmshed by the trustees to the Income-tax Officer of
the area in which the cmployer conducts his business, pro-
fession or vocation, or to such other Income.tax Officer as
the Commissioner may, m each case, direct, not later than
the fifteenth day of June 1n each year It shall be in
the form prescribed in rule 6, but shall show only the totals
of the varions columns theteof for the financial year or
other accounting period It shall also give an account of
any temporary withdrawals by the employee during the year
and of the repayment thereof

8. The account to be made under the provisions of sub-
section (I) of section 58-J shall show i respect of each
employee (i) the total salary paid to the employee during
the period of his participation 1n the provident fund, (22
the total contributions, (121) the total interest which has
accrued thereon, and (10} so far as may be, the percentage
of the employee's salary 1n accordance with which contri-
butions have been made by the employer and employee

CENTRAL BOARD OF REVENUE

Notification No. 35, dated the 12th July 1930

In exercise of the powers conferred by sub-section (7) of
section 33-A of the Indian Income-tax Act, 1922 (XI of
1922), the Central Board of Revenue makes the following
roles -—

Rules

(2) The Commissioner of Income-tax on rece1pt of an
appeal under scction 33-A of the Indian Yncome-tax Act,
1092, shall, unless, in pursuance of the g;ovlsn to sub-s::c-
tion hat section, the appeal is wathdrawn, appoint a
ton @) ?{‘t R “'"=°"“"Pr'pf not less than three and not

- + him, suhject to the provi-
N ction, from a panel consti-

tuted and maintained by the Uentral Board of Revelm;e
i i i on,

(2) Appointments to, and resignations or removals from,
the pz)melp?hnll be pub]iehcd mn tﬁe Gazette of India
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(3) The names of the members chosen by the Commis-
sioner shall be communicated to the appellant within one-
week of receipt of the appeal in the Commissioner’s office or
of the decision of the Commissioner under section 33, as.
the case may be.

(4) Within a period of 15 days from the receipt of the-
communication, the appellant may object, without giving:
any reasons, to the inclusion of any name or names in the-
Board, and submit the names of not less than five members.
of the panel to whom he will not object.

(5) In the event of an objection to any name, the Com--
missioner shall substitute a fresh name therefor, but shall
not be bound to accept a name submitted by the appellant,.
and shall communicate it forthwith to the appellant.

(6) The appellant may not subsequently object to the-
inclusion in the Board of any name submitted by himself.

(7) The appellant shall be allowed one further period of
fifteen days in which to object to names not originally in-
cluded by the Commissioner nor submitted by himself.

(8) If the appellant has twice objected to the constitu-
tion of the Board proposed by the Commissioner, the
Central Board of Revenue shall settle the composition of
the Board and the decision of the Central Board of Revenue:
shall be final.

(9) The time and place of the first meeting of the Board
shall be fixed by the Commissioner after consulting the-
members. The time and place of subsequent meetings shall
be fixed by the Board and announced to the appellant and
the Commissioner.

(10) The members of the Board shall elect their own
Chairman.

(17) The decision of the Board shall be the decision of
the majority of members present. All the members present
shall sign the report, and any member who differs from the
others may record a dissenting minute. Should there be:
an equality of votes, the Chairman shall have a casting'
vote. No decision of the Board which is signed by less than
half the members shall be valid. The proceedings of the
Board shall not be invalidated merely by reason of the
absence of a member or his failure to sign the report of
the Board.
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CENTRAL BOARD OF REVENUE

Notification ‘A'o. 24, Income-tar, dated the 7th May
32 —In exercise of the powers conferred by section 50
 the Indian Income-tax Act, 1922 (X1 of 1922), read with
aragraph 1 of Part T-A of Schedule II to the Indian
inance (Supplementary and Extending) Act, 1981, the
entral Board of Revenue hereby makes the following rule.
e same having been previously published as required by
ib-section (4) of the said section, namely —

Rule
The notice of demand referred to 1n_paragraph 1 of
art I-A of Schedule IT to the Indian Finance (Supple-
entary and Extending) Act, 1931, shall be served in the
pllowing form :—

otice of Demand under paragraph 1 of Part I-A of the
Schedule to the Indian Finance (Supplementary and
Extending) Act. 1931

0

1. You have been summarily assessed for the year
to income-tax amounting to Rs X
hown in the copy of the assessment form sent herewith

2. Tf you are dissatisfied with this assessment, you may
pply to me within 30 days of the receipt of this notice for
he cancellation or revision of the assessment. My orders
n such application will be final, and will specify the time
vithin which payment should then be made

3 You may, however, also submit m.th such applica-
ion a return of your income under section 22 (2) of the
ndian Tneome-takx Act in the form attached for the pur-
hose.  If you do so, the demand now made will be can-
elled and the assessment will be made under section 23 of
he Act, and, subject to section 30 of the Act. an appeal
vill lic to the Assistant Commissioner )

4 If you do not present such an application (with or
without a return) within the time specified in parm.:;?;;}‘x‘

2, yo t pay the amount of Rs
beiyorlLi ?}ngs pay to the officer m charge of the
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Government Treasury or Sub-Treasury/the Agent, Im-
perial Bank of India, at
For failure to do so, you will be liable to a penalty not
exceeding the amount of tax.

5. Chalans to be presented with the amount at the time
of payment are attached. Should you lose them, you
should apply to the Income-tax Officer for fresh ones.

6. On payment you will be granted a receipt.

Income-tax_Officer.
Circle.
Dated 193
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PART III

NOTES AND INSTRUGTIONS
REGARDING THE INCOME-
TAX LAW AND RULES.
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NOTES AND INSTRUCTIONS REGARDING THE INCOME
TAX LAW AND RULES.

1. Extent of the Act. [Section 1 (£) ]—This sub-section
governs the whole of the Act and defines the areas to whick the Act
applies  Section 7 (2) on the other hand governs merely the taxa-
H10n of particular classes of mcome

The words “ and to all other servants of His Majyesty 1n those
dominions ** were added 1n the Act of 1918 as it was conndered
sdvisable to abandon the previous limitation, 1 the case of persons
serving outside British India, of hability to British subjects, since
it not 1nfrequently happens that subjects of Indan States are taken
into Government employment and sent to serve in places outside
Bntish India

The words *“ including Bratish Baluchistan * were mserted m
the Act of 1922. Prior to the passing of that Act, the Income-tax
Act was applied to British Baluchistan by notification 1n a restrie-
ted form, income-tax heing, under the notification, leviable only
upon salaries received by persons i the service of, and paid by or
on behalf of, Government or of a local authority established 1n the
-exercise of the powers of the Governor-General m Council The
Act now applies mn full force to the whole of British Baluchistan

The whele of the Act, with the exception of section 7 (2) and
64, has been applied to the Cival and Military Station, Bangalore,
and the Distriet of Abu, wh’ - o :

7 () has been applied. On

to the Cantonment of Bar

Central India and the Brit

way lands) in the Bombay

and cellection of income-fa:

of local authorities established m the exercise of the powers of the
Governor General 1n Council

The Civil and Military Station of Bangalore, Berar and the
District of Abu are distinet from Brihsg India and, strictly
speahung, all profits accruing or arsing or recerved n British India
or deemed o accrue or arse or to be received in British India are
lieble to tax even 1f they have already been taxed m those areas.
Similarly, all profits sccrumng or arsing or recewved m_any of
those areas or deemed to accrue or arise or to be recerved in those
greas are liable to tax even if they have already been talxerd:in
LS - - N P oemoatoTaal

the’ Crvil and Military Stsbon if the headquarters of the firm or
company, etc, gre in British India, and a similar refund or deduc~
tion 18 g1ven at Bangalore if the headquarters of the firm or company
are at Bangalore. The whole of the Act has also been applied to
INCOME-TAX ¥
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- Angul, but under a notification issued under section 60 of the Act,
the income of persons in that District other than persons in the
service of Government has been esempted from liability to the
tax—see paragraph 17 (38).

Under the sub-section—

(a) the Act applies in Indian States to all persons in the service
of Government, whatever their natlonality. It applies in Indian
States to persons in the service of a local authority established in
the exercise of the powers of the Governor General in Council, only
if they are British subjects or servants of Government lent to the
local authority.

(b) the salaries of Government officers serving outside Indie
are not liable to income-tax unless they are drawn or otherwise
received in India.

(c) Frontier Agency tracts and ceded areas are included in the
term ‘‘ dominions of Princes and Chiefs in India in alliance with
His Majesty .

2. Definition of ‘* agricultural income . [Section & (I1).]—
Agricultural income is exempted from tax under the provisions of
section 4 (8) (vii7) of the Act and any income to be exempted must
fall within the words of this definition. The definition was amend-
ed in the Act of 1922 in order to make it clear that rent or revenue
derived from land used for agricultural purposes [clause (a)] is
exempt from tax only in cases where the land is assessed to land
revenue by an authority in British India or is subject to a local
rate assessed and collected by an authority in British India, and
that the exemption does not apply to cases where the land pays
revenues or local rate to authorities outside British India. Clauses
(b) and (¢) were also amended at the same time in order to make
it clear that the limitations in clause (a) apply also to the incomes
specified in clauses (b) and (c), so that income derived from agri-
culture will only be exempt if the agriculture is in respect of land

(Im dm.'hich land revenue or local rate is paid to an authority in British
ndia.

A further amendment was also made by the Act of 1922 in clause:
() (¢¢t). TUnder the previous Acts profits from the sale by a culti-
vator or receiver of rent-in-kind of the produce raised or received by
him were included under ‘¢ agricultural income ’’ only in cases
where the cultivator or receiver of rent-in-kind did not keep a shop:
or stall for the sale of such produce. TUnder the present Act profits
derived by a cultivator from the sale of the produce raised by him
are included in the term ‘‘ agricultural income *’ where the produce
is sold in its raw state, that is, if no process has been performed in
respect of the produce other than a process of the nature described'
in sub-clause (4). The tax therefore is now not leviable on the
profits derived by a cultivator or receiver of rent-in-kind from the
sale of the raw produce raised or received by him even if he keeps
a shop for the retail vend of such raw produce
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If a land-owner grows on his own land which 15 assessed to land
revepue forests or trees and derives income therefrom, he 13 not
lable to mcome-tax on such income. Iersons, honever, who take
contracts m forests for the cutting down and selling of timber are
liable to tax on the profits from such transactions
. Assignment of land revenue to a Jagirdar 1s not assessable to
dncome-tax in the hands of the Jagirdar.

Interest on arrears of rent of land used for agricultural puiposes
is part of the rent derived from the land and 1s therefore not liable
to tax, subject to the ption that 1f the arrears are secured
by a bond and are therefore recoverable by eivil suit such interest
is taxable.

Rule 23 prescribes the manner 1n which profits and gains shall
‘be arrived at in the case of mcomes derived 1 part trom agriculture
and 1 part from business, and provides for the separation of
industria{ from agricultural profits in cases where the agricultural
raw produce is worked up for the market, Assessing authortres
should determine what portion of profits derived n part from 1n-
ustry and in part from agriculture should be regarded as derived
from 1ndustry and agriculiure respectively taking nto account the
circumstances of each case

In the case of tea, where the person growing, manufacturing
and selling tea has separate purely agricultural income (e g, from
Tent or cultivation of land on which tea is not grownf 10 account
shall be taken of such income m caleulating the profits Liable to tax.
Some concerns again are engaged in the growmng of tea seed
TWhera the tea seed is produced for the use of the assessee, 1t must,
of course, be included 1n the profits. No tax should, however, be
levied on the profits derived from the growmg of tea seed m cases
where the tea seed js sold to a third party and where separate
accounts are maintained for the expenditure and receipts for the
growing of the seed Although under section 10 (2) (7} of the
Act the only expenditure that can be allowed to be set agamst profits
is expenditure incurred solely for the purpose of earmng the profits
or gains taxable in anv year, it will onlv be fair in the case of tea
concerns to allow as a charge against profits the whole of the cost of
the upkeep (¢ g., weeding and draining) of extensions of the estate
which are not 1n bearmng No allowance can be made on account
of any capital expenditure 1n connection with such extensions, such
-as the acquisition, clearing and draiming of the land, the making
of roads or the ercction of buildings before the cultivation begins,
‘but when once the cultivation has begun with the completion of the
planting, the annual cost of the upkeep of such extensions should
‘be allowed as 2 business extension even slthough the expense is
not in bearing

The following principle should be adopted in calculating the net
dividends and regulating refunds on dividends, paid from profits
+that are only parily taxed in the hands of the company, ¢.g.. com-
panies a part of whose income arises or accrues outside British

F2
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India and is not received in British India or part of whose income-
is derived from tax-free securities:—

If x per cent. of the profits pay tax in the hands of the com-
pany, the total income of the shareholder for the purpose of
refunds is x per cent. of the net dividend multiplied by 32/29
taking the maximum rate of income-tax as 2 annas and 8
pies. That part of the profits of the company which is not
taxed in its hands will, of course, be taxable in the hands of
the share-holder under Section 14 (2) (a) if the income is liable
to tax under Section 4 (1) and is not exempt under Section 4
(3) or under one of the notifications issued under Section 60.
But no addition on account of income-tax should be made to
the part of the dividends not taxed in the hands of the com-
pany in computing the shareholder’s total income.

Illegal abwabs are taxable since they do not come within the
definition of ‘‘ agricultural income ’’. So also are the following
items, viz. :—(a) fees received from land used for storing purchase
of crops (Paiali), (b) punyaha nazar or nazar paid by tenants of
agricultural holdings at the beginning of the zemindari year, (c)
nazar for petitions presented to the zemindars dealing with ques-
tions of successions, settlement and partition (Raja Probhat Chandra
Barua versus King Emperor, High Court of Bengal Reference No. 1
of 1926 (II, Srinivasan Tax Cases, page 392) and Privy Council
Appeal in the same case). On the other hand, the ruling in the
Bengal High Court Case No. 40 of 1920, Birendra Kishor Manikya
versus Secretary of State for India (I, Srinivasan Tax Cases, page
67), in which 1t was held that though the premium paid for the
settlement of waste lands or abandoned holdings might reasonably
be regarded as ‘‘ rent or revenue ”’ derived from land, as used in
this definition, the same considerations did not apply to the salami
or premium paid to a land-holder for recognition of a transfer of a
holding from one tenant to another, has been overruled, in respect
of the salami in question, by a Full Bench of the High Court of
Bengal in Reference No. 1 of 1925, Nawabzadi BMehar Bano
Khanum versus Commissioner of Income-tax, Bengal (II, Sriniva-
san Tax Cases, page 99); this Full Bench decision was followed
by the Patna High Court in Case No. 47 of 1926, Maharajadhiraj
of Darbanga wversus Commissioner of Income-tax, B. & 0., (ITI,
Srinivasan Tax Cases, page 158) and again maintained (by way of
obiter dictwm) in the High Court’s subsidiary decision in the
Reference case, already quoted, of Raja Probhat Chandra Barua.

The main judgment in the Reference (which was upheld by
the Privy Council) dealt, not with the question of what is exempt
under the Act as agricultural income but with the question whether
non-agricultural income from permanently settled land is exempt
under the Settlement, and answered that question in the negaiive.

Again in the Patna High Court Case No. 74 of 1919, in the
matter of Bhikanpur Sugar Concern (I, Srinivasan Tax Cases,
page 29) and in the Bengal High Court Case No. 83 of 1920,
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Kilng Valley Tea Company, Limited versus Secretary of State
for India (X, Srinivasan Tax Cases, page 54), it has veen held ihat
the profits of sugar factortes and profits derived from the manu-
facture of tea as a marketable commodity from the green leaves
aze Lable to assessment

8. Definition of ‘‘ assessee.’’ [Section 2 (2) ]—'“ Assessee "
is defined to mean a person by whom income-tax 1s payable
Income-tax 1ncludes super-tax which 1s defined in section 55 to be
‘“an additional duty of income-tax.”” Upder section 3 (39) of the
General Clauses Act, the word ‘‘ person ' meludes any company or
association or body of individuals whether incorporated or not.

The charging sections (sections 8 and 55) lay down who the
persons and assoctations are who are hable to income-tax and
super-tax. Income-tax 1s payable under section 3 by every indi-
vidual, Hindu undivided family, company, firm and other associa-
tron of 1ndividuals, and super-tax under section 65 1s payable by
every individual, Hindu undiided family, company, unregistered
firm or other assocration of mdividuals not being a registered firm.
While both income-tax and super-tax, therefore, are payable by
every wnd:vidual, Hmndu undivided family, company and other
association of mdividuals not being a firm, there 13 a distinction
in the case of irms  All firms whether registered or unregistered
(see paragraph 10} are liable to pay income-tax but while unregis-
tered firms are liable to pay super-tax, registered firms are not.
The 1income of registered firms 1s liable to super-tax in the hands
of the individual partners of the registered firm. Co-operative
Societies, Clubs (not bemg panies) and Chambers of C

are examples of ‘ association of individuals.”

Private provident funds of companies and firms should not be
assessed o income-tax as “ other associations of individuals,”’
otherwise than by deduction at the source upon their inceme from
investments and ‘should not be charged to super-tax at all They
are also eligible for refund of tax under Section 48 if they comply
with the provisions of that section

4. Definttion of “ company ”’. [Section 2 (6).]—This defini-
tion includes all companies constituted 1 the Dominions of the
Crown, while the latter part of the definition 13 confined to_such
foreign associations as the Central Board of Revenue may desire
to treat as companies for the purposes of the Act The ebject cf
this latter part 1s to mnclude associations such as the French Sociétés
Anonymes which, though incorporate bodies, have many charac-
teristics in common with the cumpanies recognised by our law, if
the Central Board of Revenue thinks that they should be treated
as companies for the purposes of the Act.

5. Trading operations of Indian States and Dominion Govern-
ments.—Any trade or business in British India carried on by the
Governments of Indian States or of any part of the British Empire,
other than the Government of India or a Local Government, and
the property occupied and goods owned in British India for the
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purpose of such business ave, under the provisions of the Govern-
ment Trading Taxation Act (III of 1926), liable to taxation under
the Indian Income-tax Act in the same manner and to the same
extent as in a like case a company would be. Before attempting
to assess the income of such (Government, the Income-tax Officer
should serve a notice under section 2 (12) (b) of the Indian Income-
tax Act upon some representative of the said Government in British
India declaring his intention of treating such representative as the
principal officer of such Government.

8. Definition of ** previous year.”’ [Section 2 (1I).]—Under
section 3 of the Act, assessable income is to be computed with re-
ference to a fixed period which is known as the ‘‘ previous year .
This fixed accounting period, the income, profits and gains of which
alone are taken into consideration in making an assessment, is
treated as isolated, without any consideration of what went before
or what came after. The definition of the phrase ‘ previous year ”’
in the Act of 1918 restricted the accounting period to a period of 12
calendar months. The period of 12 calendar months was the period
ending on the 31st day of March next preceding the year for which
the assessment was to be made, but the assessee was given an
option of adopting a vear of 12 calendar months ending on a
date other than the 31st of March if that was the date up to which
his accounts were made up. This gave rise to difficulties in the
case of certain communities, whose commercial year is not neces-
sarily a ealendar year. hut is a period which. expressed in calendar
months, varies from year to year, and in one year mav be slightly
over and in another slightly under 12 months. Again, under the
definition in the Act of 1918, any vear which was adopted in place
of the financial yvear had to terminate at some period within the
previous financial year, and as there are numerous cases where the
commercial year terminates in the month of April, the returns
and accounts on which the assessment was Dased in such cases
related to a period more than 12 months prior to the date of assess- -
ment. While the definition of the phrase in the Act of 1918 has
been repeated practically without alteration in clause (a) of this
sub-section, clause (b) is a new provision providing for the difficul-
ties referred to above. Under this clause the Central Board of
Revenue or the Commissioner of Income-tax in a province, if autho-
rised by the Central Board of Revenue. mav determine as the

" previous year’’ a commercial vear which may be slightly over
or _slightly under 12 months, and which may terminate on a date
subsequent to the end of the previous financial vear. The Central
Board of Revenue has authorised the Commissioner of Income-tax
in each province to determine as the previous year ”’ in the case -
of anv person. business or company, or class of persons, business or
company.

(@) a commercial year which may consist of more or less than
12 months. provided that no commercial vear which may
extend to less than 11 or more than 13 calendar months
in any one year shall be so determined; and
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() a commercial year terminating after the end of the previous
finaneial year, provided that ne commercial year ter-
minating later than one month after the end of the pre-
vious financial year, shall be so deternuned

‘Where the Commissioner desires that a ** previous year * should be
recogmised whick does not come within his powers of sanction as
stated above, he must obtain the orders of the Central Board of
Revenue,

Income-tax Officers are, therefore, debarred from treatmg as a
“‘ previous year '’ any period which does not come within the
definition in clause () unless such ** previous year ** has been sanc-
tioned either by the Income-tax Commissioner or the Central Board
of Revenue,

Under the proviso to clause (a) an assessee who has, after the
31st March 1922, once exercised the option of selecting as his
‘¢ previous year " a year termmating on a date other than the 31st
day of March withm the previous financial vear, may not agarn
exercise that option except with the consent of the Income-tax
Officer, and upon such conditions as he may think fit Income-tax
Officers in dealing with such cases, and Commissioners 1n dealing
with cases under sub-clause (b), should take steps to secure that
the changing over from one previeus vear to another shall not
result in any loss of revenue, for example, where the petiod inter-
vening between one accounting period and another exceeds one
year, by getting a loss in one part of the period set off against
income it another part The convenience of an assessee in this
matter must be studied so far as possible, as it 1s deswrable that
the accounting period for income-tax purposes should be the same
as the accounting period nccording to which an assessee makes up
his accounts for tEe purposes of s busmess, but 1 the actual
year of change conditions should be laid down sufficrent to secure
that the substitution of ene year for another shall not result 1
any profits of an assessee escaping assessment

If an assessee closes his accounts on different dates for drfferent
businesses or different sections of the same business, or different
sources of income, his income should be caleulated separately for
each business, section of busimess or source, according to the account-
ing year adopted for 1t and the aggregate of the imcomes thus
computed should be treated as the mcome of the previous year.
Each of the years of which the income is thus added together
must, of course, satisfy the definition of previous year ’ in sec-
tion 2 (71) of the Act with reference to the same year of assessment

TWhere an assessee is allowed to change his accounting period,
the following 1nstructions should be followed m assessing the 1n-
come of the period intervemmp between the end of the last period
of a year taken for assessment purposes in accordance with the
assessee’s previous accounting period, and the beginning of the
first. period of a year according to his new accounting period :—

If the intervening period between the last full year under the
old system and the first,full year under the new system 1s less than
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a year, the Income-tax Officer should stipulate, before agreeing
to "the change of the accounting period, that the assessec should
submit to an assessment being made on the income of the interven-
ing period and the income of the first year according to the new
accounting period taken together, and that the rate of tax to be
applied to the aggregate income of the first new year and the broken
period taken together should be the rate applicable to a total income

arrived at by applying the formula - 2__to the aggregate in-

124X
come mentioned, X being the number of months in the broken
period. If the inlervening period is more than one year, the
assessment will be made on similar principles, but without adding

the first year under the new system to the inlervening period: the
formula will then be}}%.

For example: a business has been assessed, for 1930-31, on a
previous year running from 1st July 1928 {o 30th June 1929; 1t
asks for permission to change its nccounting year to the calendar
year; the Income-tax Officer will allow this on the condition that
for 1931-32, the business shall he assessed on the total income of
the period Ist July 1929 to 31st December 1930, ai the rate appli-
cable (under the Finance Act in force in 1931-32) to an income

of i-:;, the total income of the period 1st July 1929 to 31st Decem-
ber 1930.

Assessment fo super-tax on the income of the intervening period
should he made as follows. In the first place, the formula already

2 -
—l_;g—i:-f or &, as the case may be) should be applied to

the income, On the resuliing income super-tax should be cal-
culated in the ordinary way allowing the usual rebate of Rs. 30,000
or Rs. 75,000, as the case may be. To the tax thus obtained, the

24X C .
formula -1:-';‘23*-— or :—;:2, as the case may be, should then be applied
and the result will be the tax leviable.

mentioned ¢

If an assessee for some special reason closes his accounts on a
particular occasion on a date different from—usually later than—
that which he usually adopts, ordinary proportionate profits of
12 months out of the (say) 14 or 15 months for which the accounts
are closed should be taken for the current assessment, and the
halance of profits for the remaining 2 or 3 months should be left
nver to be included in the next year’s assessment. In special cases,
when the Income-tax Officer has reason to believe that the tempo-
rary extension of the accounting period has been resorted to by the
assessee with some ulterior motive, he may use the discretion given
t» him by the proviso to section 13 of the Aect.

Where an Income-tax Officer grants permission to an assessee
to change his accounting period, he should record the fact clearly
in his assessment order, stating in detail the nature of the change
parmitted, and the conditions on which permission is granted.
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7. Definstion of ** Principal Officer”. [Section 2 (12).]—
Income-tax Officers should treat as the *‘ Principal Officer ”’ of a
loeal authonty or company or other public bedy or association in
the first instance the officaals speeified 1n clause (a); 1t 18 only
cases where the Income-tax Officer has mo anformation regardin
the persons who discharge the functions of the officers mentione
1 clause (a) or where such persons cannot be found, that he should
use the powers conferred by clause (b) of treating as the principal
ofticer any other person connected with the company, public body
or association,

8. Meaning of the term *‘ local authority ”’ —* Local autho-
ity ”’, a phrase used in sections 2 (12), 4 (3) (uz), 7 and 21, 18
defined in section 3 (2} of the General Clauses Act as
“ a_munictpal committee, district, board, body ‘of port commissioners or other
authority legally entitled to, or entrusted by the Government with the controk
or management of, a mumeipal or local fund *

9, Definstion of “ public servant ™. [Section 2 (13) J—This
definition is of importance for the purposes of section 54 of the
Act. The definttion of the phrase in the Indian Penal Code con-
tains the following:—

“The words ‘public servant’® denote a person falling under any of the
deseriptions heremnafter following, namely —

Nunth —Every officer whose dutv 1t 13, #s such officer, to take, receive,
keep, or expend any property on behalf of Government, or to make any suz.
vey, assesstuent or contract on behalf of Government, or to evecute sny
revenue.protess, or to investigate, or to report om say matter affecting the
pecuniary interests of Government or to make, authenticato or keep amy
document relating to the pecumiary imterests of Government, or to prevent
the infraction of any lw for the protection of the pecumary imterests of
Government, and every oficer i the service or pay of Goverument or

by fees or for the ‘of any public duty,

Tenth —Every officer whose duty it 15, as such officer, to take, recerve,
keep, or expend any property, to make any survey or assessment, or to levy
any rate or tax for anv secular common purpose of any village, tawn or
distriet, or to make, authenticate or keep eny document for the Bscertaming
of the rights of the people of any village, town or district

Ezplanation 1 —Persons faling under any of the above descriptions are
public servants, whether apponted by the Government or not

Esplanation 2. —Wherever the words * public servant’ oceur, they shall
bo understood of every person who is mn actual possession of the situatson of
& public servant, whatever legal defect there may be n lus night to hold that
situation.”

10. Requstered and Unregqistered Firms, [Sections 2 (I4) and
(16), 14 (2) (5) and 25-4.1—Tules 2 to 6 prescrabe the method of
registering a firm. A firm to be registered must be constituted
under an instrument of partnership which definitely specifies the
individual shares of the partners in the profits of the irm  The deed
of partnership fo be regstered both for purposes of assessment to 1n-
come-tax and super-tax is that in force mn the year m which the
assessment 13 made  An application for registration may be made
at any time before the assessment of the income of the firm is made
‘but it 13 desirable that the application should accompany the retury
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wnder section 22 (2) of the Act. If an application is made after
the assessment of the firm, it should be returned to the person
presenting it as out of {ime. Lven if such an application is ac-
cepted it can have no effect on the assessment for that ‘yem'(,oqm‘lc
decision in the Allahabad Iligh Court Case No. 223 of }5)2-;, in
the matter of Tallamal Hardeo Dass Cotlon Spinning Mill Com-
pany of Mathras (I, Srinivasan Tax Cases, page 26(‘.’)’.' The words
““ no part of the income of the firm has been assessed ' in rule 2 (D)
refor o eases in which the whole of the income of the person 1
question had escaped the attention of the Income-tax ])C]I{ll'l'll‘lcﬂt
altogether un{il proceedings were started under scction 34, They
do not apply fo n case in which proceedings have been taken under
section 23 in respect of the income of any person and owing fo that
person’s concealing part of his income he has been declared not
linble to tax. Here and wherever else in the Act or Rules there 18
nothing repugnant in the context the words *“ assess ”’ and ** assess-
ment ' evidently refer fo the process of determining the amount
of profit or loss made by a person in the previous year and not to
the process of levying tax or declaring that no tax is payable
sohich as section 23 shows is a process distinet from and subsequent
to assessinent although the word *f assessee ’ is defined in sub-
section 2 of section 2 as a person by whom tax is payable. The
distinetion between a registered and unregistered firm for the
purposes of this Act ig:—

(1} Income-tax is assessed upon the profits of a registered firm
at the maximum rate whatever the amount of the profits of the
registered firm may be (sce Finance Act); and a member of such a
registered firm, on satisfying the Income-tax Officer that such maxi-
mum rate is higher than the rate applicable to his * {olal income,”
may get a refund on his share of those profits ealculated at the
difference between the two rates [sce section 48 (2)], such share
of the profits being included in the ¢ total income ’” of such mem-
ber for the purpose of determining the rate applicable [see section
16 (Z)]. In the case of an wnregistered firm income-tar is levied
on the income of the firm at a raie graded according to the profits
of the firm as if it were an individual (sen Finance Act): a member
of such a firm is not entitled to any refund, but his share of the
profits of the firm is included in his ** {otal income *’ for the purpose

of determining the rate at which he shall pay income-tax on any
other income [see section 16 (1)].

The profits of a regisfered firm are liable to tax at the maximum
rate cven if thev are less than Rs. 1,000, while an waregistered
firm is not Hable to income-tax if itls profits in anv one vear are less
than Rs. 1,000, But where the profits of an unrtegistered firm are
not assessed to income-fax, they are liable to tax in the hands of
the individual members of the firm, that is, thev are included in

the assessable income of the individual member [see Finance Act
and section 14 (2} (b)7;

(2} A registered firm is not liable to super-taz, the share of in-
dividual members in the profits of such a firm being included in
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the incume of each individual member fo1 the purposes of super-tax,
An unregistered firm 1s, however, lLiable to super-tax (like an
ndividual) on that amount of the profits of the firm which 1s 1n
excess of Rs 50,000 (see Finance Act and section 53 of the In-
come-tax Act) Super-tax is not payalle by an individual having
a share in an unregistered firm 1n respect of the profits of the
unregistered firm, except, in cases where the profits of the unregs-
tered firm have not been assessed to super-tax (see section 35 proviso)

It has been held that under the Indian Contract Act, 1872 (IX
of 1872), a minor cannot become a partner 1n a firm Dut he
may be admitted to the benehts of partnership in a firm, with the
consent of all the partners for the time bemmg A minor who pur-
ports to be a partner 1n a firm should be treated exactly like a
minor who has been admitted to the benefits of partnership in a
firm. A minor who has been admutted to the benefits of a partner-
ship has a nght to such share 1n the pioperty and the profits of
the firm as may be agreed upon—not between him and the part-
ners, for he cannot be a party to a contract but between the partners,
and his share m the property of the firm 1s Liable for the acts of
the firm, but he 13 not personally hable Piovided that there are
at least two persons competent to contract amnng the members of
the firm, the fact that there 13 also a mimor who purports to be a
member of the firm, or who has been admitted to the benefits of
partnership in the firm does not justify the Income-tax Officer 1n
refusing to register the firm  In such cases the minor has an as~
certainable share 1n the property and the profits of the irm His
share cannat be ‘‘ ignored ™, or attributed to the other partners
The application to his share 1n the profits of the firm of the pro-
visions of sub-section (2) () of section 14, and sub-section (I) of
section 16 presents no difficulties, whether the firm 15 registered or
not. Since a minor cannot have the status of member of a regis-
tered firm for the purposes of sub-section (2) of section 48, no
claim can be made on his behalf to any refund under that section
1n respect of his share of the profits of a registered firm  Simularly,
no claim can be put forward on behalf of the minor to any set off
under sub-section (2) of section 24 in respect of his share in loss
sustained by a firm.

11. Definition of *total income . [Section 2 (15).]—The
phrase “* total income ”’ is used in sections 8, 15 (3), 16 (1), 17,
22 (1) end (2), 28 (1) and (3), 48, 55 and 56. The necessity for the
definition and for the use of the phrase is due to the fact that, as
stated in paragraph 3, tax is payable not only by indivzduals but
also by firms, companies, Hindu undivided families and other asso-
ciations of individuals; that iy the Act provides for taxation at the
source in certain cases and for taxation m the hands of the indivi-
dual recipient in others Whether, however, tax i3 deducted at the
source or in the hands of the individual reeipient, 1t is the total
income of the individual recinient from all sources to which the
Act applies that determines his liability to income-tax (that 1s,
whether his total income amounts to Re 1,000), and the rate at
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which he has to pay income-tax on the whole of his income. The
solitary exception is in the case of Hindu undivided families, income
from which [under section 14 (I) read with section 16 (Z) of the
Act] is not included in the total income of the individual recipient.
Again, there are certain classes or portions of income such as the
amounts deducted from salaries under the proviso to section 7 (f),
contributions to a recognised provident fund exempt under sevtion
8- (7), the sums paid on account of insurance premia under
section 15, securities issued income-tax free by the Government of

{ India or by local Governments under the provisos to section 8, on

* which income-tax is not payable, but all such sums are included

in the totnl income of the assessee for the purpose of determin-
ing his liability 1o income-tax and the appropriate rate at which
the tax shall be levied. There is, however, no taxation at the
source in the case of super-tax, nor are there any portions of income
(other than income derived from a Hindu undivided family by a
member or from an unregistered firm in the special case mentioned
in the proviso to section 55) which are exempted from payment of
super-tax and it is upon the total income that super-tax is charge-
able in the hands of the individual.

12. Graduvation of income-tar, (Section 3.)—The Income-tax
Act deals merely with the basis, the methods and the machinery of
assessment, and does not contain, as the previous Acts did, schedules
specifving the rates at which income-tax shall he charged. The<e
rates are determined by the TFinance Act which is passed annually
bv the Ceniral Legislature. The rates prescribed hy the current
Finance Aet will be found at the end of Pavt T of this Manual.
The same remarks apply to super-tax (see section 55 of the Act).

13. Definition of “ Imcome . (Sertion 3.)—Seciion 3 of the
Act of 1918 provided that the Act should apply to ‘ income ',
Difficulties were experienced in regard to the assessment of business
profits owing to a ITigh Court ruling that the word ¢ income *’ in
that section meant inceme actually or constructively received and
that the use of the word in that sense in the said section restricted
and limited any interpretation to be placed upon the following
scctions of the Act which specified the different classes of income
liable to the tax. This interpretation would, if strictlv followed.,
have eaused considerable inconvenience in assessine business profits
to those assessees who keep their accounts not on the basis of sums

actually received and sums actually paid out but on the principles’

of mercantile accountaney, by the preparation of a profit and lrss
account and the comparison of the value of the stock in hand at
the beginning and at end of each vear, since such assessees would
have been required to recast the whole of their accounts on o cash
basis for income-tax returns. There were other directions also in
which so strict an adherence to the interpretation placed on the
word ‘‘ income *’ would have caused difficulties. Tor this reason
the phraseology in section 3 and in other sections of the present
Act has been re-worded. The plan adopted has been not to attempt
2 general covering definition of *“ income ”’, but to prescribe that

—
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sthe tax shall be chargeable mot upon ** mcome * (whether ** in-
vcome ' be deemed to mean actual Teceipts and expenditure or any
-other general definition) but n respect of ““all income, profits or
.gans 7 as set out and defined in section 4 and sections § to 12 of the
Act. If there is any class of income that does not fall within the
words that impose the charge 1n those sections, that class of income
uis not within the scope of tﬁe tax.

For the method of accounting to be adopted 1 computimg
‘‘ 1ncome, profits or gains,” see paragraph 37.

14. Accounting period to be adopted for determimng assessadle
ancome, (Section 3.)—Under the Act of 1918 tax ai the rates
fixed for any year was levied on the income of that year, A provi-
sional assessment was first made on the income of the preceding
year and this assessment was subsequently adjusted and corrected
when the income of the year in which the provisional assessment
was made was ascertaized. This system bhas now been abolished
1n the present Act which provides for the tax at the rates sanctioned
for any year being assessed finally on the wcome, profits and gains
of the * previous year * (see paragraph 6) and for the abolition
-of the adjustment system except mn the cases specially provided
for in section 28, The exceptions to the general rule that assess-
-ments are made finally on the profits of the previous year are con-
tamned 1n this seetion Under the first two sub-sections of sec-
tion 25, in order to guard against a possible loss of revenue owing
to delay in mak:ing assessments on the profits of busiesses that close
down dunng the course of a financiasl or commercial year, 1t is
rovided that jn such cases, in addition to the assessment on the
income of the previous year, a further assessment may be made 1
the year 1n which a business, profession or vocation 1s closed down
on the meome of that year This 1s merely a discretionary and
not an obligatory method of assessment to be adopted 1n exceptional
cases where delay in making the assessment might lead to a loss of
Tevenue,

The other class of cases provided for 1n sub-section (3) of section

25 is confined to those particular businesses, professions or voeations
on which tax had been charged under the provisions of the Act
of 1918, Since the abolition of the adjustment system meant thal
“jn the case of those particular bummness the fax would, had no
-special provision been made, have to be paid on the profits of one
year more than under the system in force under the Act of 1918,
it is specially provided that in the year m which such businesses,
-professions ar vocations close down, the adjustment provided for
“in the Act of 1918 shall be made,

15. When income earned outnde Bmtish India is tazable
[Section 4 (7).]—~The Act applies to all income from whatever
source it is derived if it acerues or arises or 1s recerved m British
Tndia, or s, under the provisions of the Act, deemed to accrue or
atise or to ba recerved in British India The tax is, therefors,
\payable on all income arising or accruing in British India whether
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the recipient resides in British India or not [see Madras High Coury
Case No. 4 of 1921, Chief Commissioner of Income-lax, Madras,
versus Bhanjee Ramjee & Company (I, Srinivasan Tax Cases, page
147)]. The tax is also payable in respect of income received in
British India irrespective of whether it ncerued or arose within or
without British India. Tax is also payable in respect of income
which is ** deemed under the provisions of this Acl to acerue or
arise or to be received in British Tndia *’. The particular cases
where income is ‘“ deemed under the Act to acerue or arise or to.
be received in British India *’ are specified in section 4 (2), section
T (2), section 11 (3), and section 42.

Section 4 (2) was inserted in the present Act owing to the fax
having previously been evaded in the case of income accruing or
avising out of British Indie and veceived in British India by bring-
ing in the said income at intervals and elaiming that as such income
was not received in British Tndia in the year in which it arose or
accrued out of British India, it was, when brought into DBritish
India, not income but accumulated profits or savings or capital.
The sub-section is restricted ir its application to the case of business:
profits or gains and provides with respect to such profits or gains
that they shall be deemed to he profits and gains of the vear in
which they are received or brought mto British India notwith-
standing that they did not accrue or arise in that year, provided
that they ave so received or hrought in within three vears of the
end of the yvear in which thev accrued or arese. The provision
relates, of course. merely to income, profits or gains, and not {o-
the importation of capital: it provides for the inclusion in the
assessable income. profits or gains of {he vear in which it was
received or brought into Britigsh India, of business profits or gains
accruing or arising within the previous three yvears which would,
apart from the provisions of this sub-section, have been taxable:
had they been brought into British India in the year in which they
arose or accrued.

A person resident in British India carrying on and controlling-
a business abroad is not, therefore, liable to tax on the profits of
the business abroad unless and until such profits are received or
brought by him into British India, and when so brought or received-
he is only liable to tax on the profits of the last three years, but
the profits of those three years are included in his taxable income-
of the vear of receipt.

In the Madras High Court Case No. 4 of 1919, Board of"
Revenue, Madras, versus Ramanadhan Chetty (I, Srinivasan Tax
Cases, page 37), it has been held that profits derived from business.
carried on outside British India by persons resident in British
India are not liable to assesswment under the Act if the profits are:
not remitted to British India. The assessee in this case who
resided in British India was a proprietor of a money-lending busi.
ness carried on by his agents in various places outside British India,
The only part taken by the proprietor in the business was to
acquaint himself with the state of business abroad and occasion--
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ally to 1ssue general mstructions, and it was not disputed that none
of the income accruing abroad had ever been transmitted to um
in India.

In #hn Momondl Teal A-oot Qoo X7 F0 of 1021, Bengal Nagpur
Rarwna of State for Indis (I,
Sriniva en held that the Bengal
Nagpu . - pay tax on the mierest
guaranteed by the Secretary of State. This rubing should be
followed 1n the case of all Ratlway compantes where the iuterest
18 guaranteed by the Secretary of State and 1s paid i England
only. It does not apply to cases where the interest 13 gualanteed
})ydfm authority other thon the Secretary of State or 1s paid in

ndia.

For the special case of tax on mterest on sterling securihies see
paragraph 16

18. Is wnterest on the sterling securities of the Government of
India or on the sterling securities wsued by English companies
carrying on business in Britwsh India Ligble to Indian income-taz?
—Where such interest 1s received by the debenture or security
holder in British India, 1t 1s clearly liable to Indian income-tax
under section 4 {I); where, however, 1t is not recerved in Bnitish
Tndia, the tax will only be payable under the terms of the same
section if the interest can be held to accrue or arise there  ““ Accrue
or arise ”” as used 1n this connection are general words descriptive
of a right to receive, and 1n this view the relevant portion of
section 4 (Z) of the Act may be paraphrased by stating that the
income to which the Act applies 15 mcome received 1n Dritish
India or income which there 18 a mght to recerve 1n British India.
If this test is applied, interest on the sterling securities of the
Government of India, 1f not received 1n British India, will not be
chargeable with Indian income-tax; and similarly the interest on
sterling debentures issued by companies will not be chargeable 1f,
as is usually the case, there 18 a right to receive it 1n England,
TFor the purpose of the test 1t is 1mmaterial in what currency the
security or loan and 1ts interest 1s expressed, and consequently the
same prmeiple 18 also applicable 1n determining the hability to
TIndian income-tax of the interest on foreign (other than sterhing)
debentures. On the other hand, interest on promissory notes of the
Government of India enfaced for payment in Englard 1s Lable to
Tndian income-tax, since here the right to receive payment of
interest 18 a right to recetve 1t in India, and the concession by
which Government paper can be enfaced for paymen: of nterest
in London does not constitute any part of the actual contract
entered into by Government.

Y1, Ezemptions—Incomes excluded from *‘ total tncome > —In
addition to the exemptions mentioned m section 4 (3), the followmg
further exemptions have been made bv the Governor General i
Council ir exercise of the powers conferred by section 60 of the
Act.
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““ The following classes of income shall be exempt from the tax.
payable under the said Act and they shall not be taken into account
in determining the total income of an assessee for the purposes of.
the said Act:—

(1) The official allowance which an agent of a Prince or State-
in India, who has been duly accredited lo represent the Prince or
State for political purposes in any place within the limits of British:
India, receives as such agent in British India from the Prince or:
State; and the official salaries and fees which a Consul-General,
Consul, Vice-Consul or Consular Agent of a foreign State, whether-
“ de carriér * or not, and whether a British or a foreign subject, or
a represeniative or consular employeo of a foreign State, not being
& British subject, receives in India from such foreign State in his.
capacity of Consul-General, Cousul, Vice-Consul or Consular Agent,.
representative or consular employee.

(The latier portion of this exemption applies only to salaries-
and fees received from their Governments and not to any other
income, profits or gains, accruing or arising {o them or received
by them in British India.)

(1-A) Sums paid in pursuance of Article 3 of the agreement:
dated the 17th August 1825 between the British Government and
the King of Oudh.

(1-B) Income derived from the Bua tax defined in clause (¢) of*
section 2 of the Teri Dues Regulation, 1902,

(2) The salary and allowances paid by a State in India during-
the period of deputation to any person deputed by the State for
training in British India.

(3) Scholarships granted to meet the cost of education.

(4) Such portion of the income of a member of His Majesty’s-
Naval, Military or Air Forces, British or Indian, or of the Royal
Indian Marine as is compulsorily deducted from his salary by the-
orders, or with the approval of Government for payment to a mess,.
wine or band fund.

(6) The allowances attached to—

The Victoria Cross.

The Military Cross.

The Order of British India.
The Indian Order of Merit.
The King’s Police Medal.
The Indian Police Medal.

- (5-A) The interest on Government securities held by, or on be-
;v half of, Ruling Chiefs and Princes of Indian as their private-
~ ' property.
(6) ‘ Jangi Inams’ awarded to Indian officers, Indian other-
ranks and followers in respect of services in the Great War.

(7) The yield of Post Office cash certificates.
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{8} The 1nterest on deposits in the Post Office Savings Bank,

(9) The income of o Uriversity or other educational institu~
tion existing solely for educational purposes and mot for purposes
of profit

(10) The salary of His Majesty’s Trade Commussiopers
India.
éll) The salary of the Canadian Trade Commissioner 1n India
at Calcutta

(12) The salary of the Trade Commissioner in Inda of the
United States of America, and of any members of his staff who are
citizens of the U, 8 A and have been detailed for duty with the
said Trade Commisstoner by the Government of the said States

(13) The salaries of the correspondent of the TIaternational
Labour Office, New Delh1, and his staff,

(13-A) The salaries of the Organiser and Manager of the
Branch Office of the League of Nations, Bombay, and s staff.

(14) The gratuities which are granted to officers and others in
respect of wounds or injuries recerved either in action or 1n the
performance of duty otherwise than in action in His Majesty’s
Naval, Malitary or Air Forces, British or Indian, or in the Auxili-
ary Force, India, or 1 the Indian Territorial Force or in the
Royal Indian Marine.

(16) The gratuities which are granted to the widows, children
or other relatives of officers and others who are killed 1n action or
suffer violent death due directly or wholly to war service, or are
Ialled or die of mjuries sustzined on flying duty or while being
carrted on duty 1n s craft under proper authonty or die within
seven years from wounds or injuries so recerved.

{18) Retiring gratuities with increments thereto granted under
the rules framed by the Secretary of State in Council 1n pursuance
of the Royal Warrant, dated the 25th Aprl 1922

(17) Gratuities sanctioned under Army Instruction (India),
No. 223, dated the 21st March, 1922, for regular Royal Engineer
Officers ou the Indian establishment belonging to the Survey or
Railway Department and regular Indian Army Officers of the
Survey Department

(18) Gratuitres granted to Assistant Surgeons of the Indian
Medical Department in Military employment declared surplus to-
establishment under Army Iustruction (India), No 516 of 193¢

(19) Gratuities which are granted by the Railway Board or
under general orders issued by the Railway Board to employés
on their retirement or discharge from service or, in the event of
therr death while in service, to their widows or children or other
members of therr families,

20) Extraordinary gratuities which are granted by Government
or by Railway Administrations to Government or railway servants
(or fo their widows, children or other representatives, as the case
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may be) who are injured or killed in the exceution of their duties
or who sulfer injury or death owing to devolion to duty.

20-A) Gratuities grauted to the stafi of the Indo-Turopean
Telegraph Department in pursuance of the Resolution of the Secre-
tary of State for India in Council dated the 24th June, 1930.

20-B) Gratuities pranted under paragraph 6 of Army Instrue-
tion (Indin), No. 101, dated the 9th Sepfember, 1930,

b (@D The allowance or salavy paid in the United Kingdom to
‘i;oﬂi('crs of Government on leave or duty in that eouniry whether

Hsuch allowance or salary is paid in sterling in the United Kingdom
}'or by means of negotinble rupee drafts on a bank in India,

Yo (22) The leave allowance or salary drawn from any Colonial
: Treasury by officers of Governments on leave or duty in the Colony.
" (23) Teave salaries or leave allowances paid in {he Tnited

Kingdom or in a Colony, to officers of local authorities, or to the

emplovés of Companies, or of private employers on leave in the

Tnited Kingdom or in such Colony.

(24) Vacation salaries paid in the TUnited Kingdom or in a
Colony to Judges of Iigh Courts or of Chief Courts, to Judicial
Commissioners, or to other officers of (Government, when on vaca-
tion therein,

25) The pensions of officers of Government residing ouf of
India drawn from any Colonial Treasury or paid in the United
Kingdom, whether such pensions are paid in sterling or hy means
of negotiable rupee drafts on a bank in India,

(26) The salaries of the light house Lkeepers of light houses in
the Red Sea.

(27) The pensions paid in the United Kingdom or in a Colony
to officers of loeal authorities or employés of companies or of
private employers, such officers or employés being resident out of
Tndia.

(28) The inferest an Myeore Durbar Securities.,

(20} Pensions granted to officers of Tis Majesty’s Naval, Mili-
tary or Air Forees, British or Indian, or of the Auxiliary Foree,
Tudia, or of the Indian Territorial Force, or of the Royn'l Indian
Marine or to members of the Inmdian Police Forees, in respect of
wounds or injuries received in action or in the performance of
their duties as members of such forces otherwise than in action.

(30 Pensions granted to members of Iis Majesiv’s Naval,
Militarv or Air Torces, British or Indian. or of the Auxiliary
Force, India, or of the Tndian Territorial Force, or of the Roval
Indian Marine, who have been invalided from service with such
forces on account of bodily disability attributable to, or aggravated
by, sucl service, °

(31) Value of rations issued in kind or monev allowances paid
in lieu thereof, to any officer or other rank in His Majesty’s Naval,
Military or Air Torces, British or Indian. or in {he Auxiliary
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Force, India, or in the Indian Territorial Force, or in the Royal
Indian Marme

(32) Value of rent-free querters oceupied by, or money allow-
ance paid in lien thereof to, Indran officers, British Warrant and
non-commussioned officers and men of His Majesty’s Military or
Air Forces, and British and Indian Warrant officers of His
Majesty’s Naval and Marine Forces, in all cases irrespectrve of
whether the individual concerned 1s married or single

(33) Conservancy allowance granted 1 lien of free conservancy
to non-departmental Warrant and non-commissioned officers of the
Iodian Unattached List, departmental non-commissioned officers of
the India Unattached List not 1n receipt of consohidated rates
of pay and Warrant and non-commissioned officers of the perma-
nent staff of the Auxihary and Ternitorial Forces

(34) The value of the free education provided for the children
of British Warrant and non-commissioned officers and any grants-
in-2id made to British Warrant and non-commissioned officers 1
lieu of the provision of free education for therr cluldren

(35) The income of persons, other than persons 1n the service
of the Government, residing in the district of Angul

(36) The perquisite represented by the right of any of the
officers specafied 1o the annexed list to occupy free of rent as a
place of residence any premises provided by Gfovernment

Last of officers.
The Governor General
The Commander-in-Chief
The Governor of a Governor's Province.
The North-West Frontier Provice

The Chief Commissioner of any of the following Provinces,
namely :—

British Baluchistan,

Delhi,
Ajmer-Merwara, \/
Coorg,
\/ and the Andaman and Nicobar Islands, and
‘any first class Resident in the Political Department
(37) Such part of income in respect of which tax 13 payable
under the head ** Properiy * as 13 equal to the amount of rent
payable but not paid by & tenant of the assessee, where—
(a) the tenancy 1s bond fide;
(b} the defaulting tenant has vacated, or steps have been taken
to compel him to vacate the property;

(¢} the defaulting tenant is not 1 eccupation of other property
of the assessee; and
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(d) the assessee has taken all reasonable steps to institute legal
proceedings for the recovery of the unpaid rent.

(38) The lump grants made by Government to the Indian

{Church—

(1) for the provision of episcopal supervision and ministra-
tions;

(%) for the payment of allowances to clergymen entertained in
lieu of Chaplaincies reduced; and

(8) in lieu of the grants-in-aid at present given for the enter-
tainment of clergymen of the Additional Clergy Society
under Articles 602 and 603 of the Civil Service Regu- -
lations.

17-A. Ezemptions—Incomes included in ° total income’’.—
The following classes of income shall be exempt from the tax
pwyable under the said Act, hut shall be taken into account in deter-
inining the total income of an assessee for the purposes of the said

ct:—

(1) The interest on Government securities purchased through
the Post Office, and held in the custody of the Account-
ant-General, Posts and Telegraphs.

(2) Sums received by an assessee on account of salary, bonus,
commission or other remuneration for services rendered,
or in lieu of interest on money advanced, to a person for
the purposes of his business,

where such sums have been paid out of, or determined
with reference to, the profits of such business.

and, by reason of such mode of payment or determina-
tion, have not been allowed as a deduction but have been
included in the profits of the business on which income-
tax has been assessed and charged wunder the head
““ business ’’;

Provided that such sums shall not be exempt from the pay-
ment of super-tax unless they are paid to the assessee by
a person other than a company and have already been
assessed to super-tax.

(3) The profits of any Co-operative Society other than the
Sanikatta Salt-owners’ Society in the Bombay Presidency
for the time being registered under the Co-operative
Societies Act, 1912 (II of 1912), the Bombay Co-opera-
tive Societies Act, 1925 (Bombay Act VII of 1925), or
the Burma Co-operative Societies Act, 1927 (Burma Act
VI of 1927), or the dividends or other payments received
by ﬁt}e members of any such Society on account of

rofits.

The exefnption which extends both to income-tax and super-tax
applies only to ‘‘ profits > in the strict semse of the word as used
in the Act and does not include ‘‘ income ’’ derived by Co-opera-
tive Societies from interest on securities or dividends. The Socie-

.
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ties whose income liable to income-tax is not taxable at the maxi-
mum rate or who have no income hable to tax should apply to the
Income-tax Officer concerned for the issue of exemption certificates
authorising persons paying interest on securities not to deduct any
tax at source or to deduet tax at a lower rate than the maximum,
as the case may be.

Where a Co-operative Society incurs a loss under any head of
income that has been exempted from tax by notification under
sectron G0 (Z) of the Act, such loss may be set off under section 24
against any income that 1s not so exempted

(4) Such part of the profits or gams of a firm which has dis-
continued its business, profession or vocation as 1s pro-
portionate to the share of an assessee 1o the firm at the
time of such discontinuance, if mcome-tax has at any
time been charged on such business, profession or voca-
tion under the Indian Income-tax Act, 1918 (VII of
1918), or 1f an assessment has been made on the firm in
Tespect of such profits or gams under sub-section (7) of
section 25 of the Indian Income-tax Act, 1922 (XI of
1922).

The sbove exemption applies only to rncome-tax and not to
super-tax. ]

Apart from the particular cases mentioned 1n this paragraph,
the incomes or portions of incomes esempted under section 4 of
the Act and under the orders of the Governor General m Courcil
under section G0 of the Act.referred to n paragraph 17 are not
only not subject to 1income-tax or super-tax, but they are also not
to be taken imnto account wn determiming the rate of tax on other
income, they are excluded from consideration altogether

17-B. Eremptions—Indian Finance (Supplementary and Er-
tending) Act, 1931.—The classes of persons specified n the schedule
below ‘are exempt, under section 60 of the Act,—

(a) from the operation of section 7 or section 8, of the Indian
Tinance (Supplementary and Extending) Act, 1931, n
tespect of 1ncome of tlie year 1930-31 or the year 1931.32
chargeable wnder the head * Salaries . and

(5) from the operation of section 7 or section 9, of the Indian
o oo T T ag) Act, 1981, m

the vear 1932.33

SCHEDULE,

Classes of persons exempted.

1. All persons in the service of the Crown 1n India (including
persons for the time being on foreign service as defined in the
Civil Service Regulations or the Fundamenfal Rules as the case
may be) or holding any office the emaluments of which are defrayed

’
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from the revenues of India, whose income of the year 1931-32 or
the year 1932-83, as the case may be, chargeable under the head
‘¢ Salaries ”’ is reduced— ) ‘

(@) under the operation of any law, rule, direction or order
enacted or made for the purpose of effecting a tempo-
rary reduction of pay as an incident in the measures
undertaken to meet the existing financial emergency, or

(b) as the result of a voluntary surrender made wit.h a like
intent and accepted by the appropriate authority.

2. All servants of an eligible Railway Company, as defined in
the Explanation hereto attached, whose income of the year 1931-32
or the year 1932-33, as the case may be, chargeable under the head
‘¢ Salaries ”’ is reduced—

(a) under the operation of any order of the Railway Company
effecting a temporary reduction of pay as an incident
in the measures undertaken to meet the existing finan-
cial emergency, or

(b) as the result of a voluntary surrentfier made with a like
intent and accepted by the Railway Company.

¢

Ezplanation.—The expression ‘¢ eligible/ Railway Company "’
means a Railway Company which has satisfied the Governor Gene-
ral in Council that it will pay to the Governor General in Council
a sum equal to the amount of the new or additional income-tax and
super-tax which would have been payable by its servants under
the operation of the aforesaid sections of the Indian Finance
(Supplementary and Extending) Act, 1931, if the exemption here-
n con’lcained had not been granted by the Governor General in
Council.

17-C. Where, owing to the fact that the total income of an
assessee has reached or exceeded a certain limit, he is liable fo pay
super-tax or to pay super-tax at a higher rate, the amount pay-
able by him on account of income-tax and super-tax shall, where
necessary, be reduced so as not to exceed the aggregate of the
following amounts, namely:—

(@) the amount which would have been payable on account of
income-tax and super-tax if his total income had been
a sum less by one rupee than that limit, and

(b) the amount by which his total income exceeds that sum.

18. Allowances in assessing profits of raitlway or tramway busi-
ness.—The following modification has been made in respect of in-
come-tax in favour of income derived from railway or tramway
business (other than an electric tramway):—

An assessee deriving income from a railway or tramway busi-
ness may at his option require that in computing the profits
or gains of such business the following allowance shall be
made in lieu of the allowances specified in clause (v), clause
(v7) and clause (vit) of sub-section (2) of section 10 of the said
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Act, namely, the actual expendifure wncurred by the assessee
during the previous year on repairs, replacements and renewals
of plant, machinery, buildings and furniture which are the
property of the assessee.

Provided that an assessee who 1n any year has exercised the
option hereinbefore conferred shall not be entitled save with
the consent of the Commissioner of Income-tax to withdrasw
that option in any subsequent year.

Provided further that nothing 1n this notification shall apply
to an electric tramway.

19. Ezemption of wncome derwved from property held under a
reliqious or charitable trust——Under section 4 (3) (1) income
derived from property which 13 held under a purely religious or
charrtable trust or under any other legal obligation that 1t should
be utilised for religious or chartable purposes 1s exempt The
word ‘ property ’ in this section does not bear the restricted mean-
ing that it bears in section 9 of the Act but includes securities, a
business, or share in a business

Section 4 (3) (i) exempts two categories of 1ncome First,
income from Eruperty which 15 dedicated absolutely and secondly,
in case of qualified dedication, so much of the mcome as is applred
or finally set apart for application to rehigious or chantable pur-
poses.

In the case of absolute dedication, i.¢, where there 1s no out-
standing secular interest reserved by the trust, the exemptjon 13
complete, In the case of qualified dedication, the trust reserves
a secular 1nterest to beneficiaries, Shebaits or heirs of the founder,
ete. This secular interest 13 assessable to income-tax. Suppose 60
per cent. 1s under the trust applieable to religious or charitable
purposes and 40 per cent distributable among the hewrs of the
settlor. The 40 per cent 1s assessable Suppose also that only
50 per cent. 13 actually applied or set apart for religious or charit-
able purposes and the heirs or the Shebaits misappropriate 10 per
cent. The 10 per cent 1s under the section also assessable

The maintenance of a Shebait may or mav not come within the
category of religious or chantable purpose It depends on the err-
cumstances of the case If, for instance, a dedication 1s absolute
and a small portion of the ncome 1s given to the Shebait for his
remuneration for carrving out the trusts of the endowment, it
would not be secular. If, on the other hand, 2 fixed sum 1s given
to religious or charztable purposes and the residue of the mcome 1s
given to the Shebait for his mamtenance, the remdue would be
held to be secular

The test is whether a suit for partition lies for dimision of the
residue, If it does, then the residue 13 secular and assessable In
such case, any portion of the dedicated, s.e , ordinanily exempted
income which may be misappropriated would also be assessable
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Section 4 (3) (77) similarly exempts the income of religious or
charitable institutions which is derived from voluntary contribu-
tions and is applicable solely to religious or charitable purposes.

To secure exemption under clause (7) or clause (i) of section 4
(13) the income of religious or charitable institutions and income
derived from property held for religious or charitable purposes need
not be actually spent on religious or charitable purposes in the year
of receipt. 1t 1s sufficient if it is set aside for those purposes.
In the case of mized trusts, {he income-tax authorities are required
to enquire into the application of the income. Where property
is held in part only for religious or charitable purposes a propor-
tionate share of any expenses incurred on management should be:
considered as applied to those purposes.

To remove doubts regarding the application of these two clauses,
read with the definition of ‘“ charitable purposes,’”” to universities.
and other educational institutions the special exemption under:
section 60 of the Act mentioned in paragraph 17 (9) was made.

Attention is also invited {o the exemption mentioned in para-
raph 17 (3) of scholarships granted to meet the cost of education
in the hands of the recipients of the scholarships.

20. Exemptions of Provident Funds. [Sections 4 (3) (iv) and’
4 (3) (v)].—Under section 4 (3) (iv), the interest on securities held:
by Provident Funds to which the Provident Iunds Aet, 1897
(now Act XIX of 1925), applies, is exempt from tax. Similarly
under section 4 (3) (v), capital sums paid as accumulated balances,
at the credit of subscribers to such funds are exempt from tax and
are not included in computing their “ total income *’. The words
‘“accamulated balance ’’ include not only contributions but also-
interest thereon. Under section 15 (I), contributions paid by a
subscriber to such funds are also exempt from income-tax to the
extent mentioned in section 15 (3). Contributions by employers
to such funds stand on a totally different fooling and are dealt
with in paragraph 49. For special privileges for ‘‘ recognised ”
provident funds see paragraph 20-A et seq.......

The exemptions granted to Provident Insurance Societies which:
comply with the provisions of the Provident Insurance Societies-
Act, 1912, or which have been exempted from its provisions, were-
withdrawn by the Income-tax (Amendment) Act, 1924 (XTI of 1924).
Provident Insurance Societies to which the Provident Insurance:
Societies Act applies, or which have been exempted from its provi.
sions and which were in existence before 1st April 1924 will continue-
to enjoy the exemptions under sections 4 (3) (iv) and (v) and sec-
tion 15 (1) to which they were entitled under Act XI of 1922 before
it was amended by Act XTI of 1924. These concessions cannot be-
claimed by any other Provident Insurance Societies.

A special exemption has been granted [see paragraph 17 (79)]
in respect of gratuities paid out of Railway Provident Funds on the-
retirement or death of the members.
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20-A. Ezemption of ‘‘ recognised '’ Provident Funds.—Be-
sides the Provident Funds mentioned in paragrapk 20, Provident
Funds mantained by emplovers [section 53-A (b)] which conform
to the conditions laid down 1 section 58-C of the Act inserted by
the Indian Income-tax (Provident Funds Relief) Act, 1929, enjoy
certain privileges 1n respect of income-tax subject to certamn con-
ditions.  The mamn conditions to which such Provident Funds must
conform in order to secure these concessions are:—

(1) that the funds shall be vested 1n two ar more trustees or
i the Official Trustee under an irrevocable trust,

{(2) that the employer shall not be entitled to recover any sum
whatsoever from the Fund except where the employee
is dismissed for misconduct or voluntarily leaves em-
ployment without adequate reasons;

{3) that in any case such recoveries shall be lumited to the
contributions made by the employer himself,

{4) that the subscriptions of the employees and the contrbu-
tions by the employer shall be regular and not casual;

(5) that the emplovers’ contribution should not exceed the
employees’ subseription as a rule, and

(6) that the employee shall be employed mn India or the prin.
cipal place of business of the employer shall be in
British India

The income-tax concessions are —

{a) contributions to o recogmsed Provident Fund both by the
employee and the employer taken together shall be
exempt from income-tax but pot from super-tax up to
1/6th of the emplavee’s annual salary  In addition, an
employee can obtain under section 15 (I) rebate of in-
come-tax o insurance premia subiect to the limnt laid
down in section 16 (3} If 1 anv Fund the contribu-
tions made by an employee exceed the ith limit, the
exceas rontributions and the interest thereon together
with interest in excess of the prescribed maximum (at
present 6 per cent ) will ke liable to tax;

{b) income on the investments held by the Fund is also exempt

rom income-tax;

{c) the accumulated balance due to an employee which ncludes
interest on contributions—ia also exempt from income-
tax and super-tax and 18 _not to be wncluded in compu-
tation_of the_total_incorne, provided the emplojee hab

rendered continucus sermce with his employer for not

less than five years The Commissioner has also power
in certain eircumstances to allow the exemption even
when the service rendered is less than ths period

The contribntions made by an _employer to the individual ae-
counts of his empl inar ised Fund, less r ries 1f any
under the provisions of section 58-C (7} (f), are to be allowed as an

v

U
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item of expenditure wuder section 10 (2) (iz) of the Acl, as the
Fund is an irrevocable trust.

20-B. Recognition of Provident Funds and withdrawal of
recognition. (Section §8-B.)—The Commissioner of Income-tax
may accord recognition to any Provident Fund which, in his
opinion, satisfies the conditions prescribed in section 58-C and the
Indian Income-tax (Provident Funds Relief) Rules. An employer
objecting to an order of the Commissioner refusing to recognise
a’Provident Fund may appeal, within 60 days of such order, to
the Central Board of Revenue in the form prescribed in the Indian
Tncome-tax (Provident Funds Relief) (Central Board of Revenue)
Rules.

There is no specific provision in the Act or Rules for an appeal
against withdrawal of recognition by the Commissioner, but such
an appeal should be allowed subject to the same conditions as are
applicable to an appeal against an order of the Commissioner re-
fusing recognition. The Government of India have reserved the

ower to withhold or withdraw recognition from any provident
inds [section 58-B (2)7.

20-C. Conditions to be satisfied by recognised Provident Funds.
(Sections 58-C and §8-D).—Investment of funds.—A recognised
provident fund consists of contrinutions by employers and em-
ployees, accumulations, interest ihereon and securities purchased
therewith and no other sums. So long as the * transferred
balance " [section 58-J (2)] and the employers’ contributions,
interest thereon, etc., are not invested, the fund will consist solely
of subscriptions, accumulations and interest thereon. If any part
of the fund is deposited in the employer’s own concern, and the
employer gives the Trustees a promissory note therefor the note
may be considered to be a ‘‘ securify ”’ within the meaning of
section 58-C (I) (d). So far as the transferred balance of a fund
is concerned, there is no restriction as to the manner in which it
should be held or invested. It may be utilized in the employer’s
own business, or deposited in a Bank or invested in *‘ securities ”’
in the widest sense of the term. The same is true of the employer’s
contributions subsequent to recognition and the interest thereon
and on the accumulations of such interest. The employees’ con-
tributions subsequent to recognition and the interest thereon and
on accumulations of such interest must be invested in the securities
of the nature described in section 20 (a), (&), (¢), (d) or (e) of the
Indian Trusts Act, 1882, and payable in respect of both capital
and interest in British India.

A reasonable interval should be allowed to the trustees to accu-
mula{)te the contributions collected before requiring their investment
as above.

A fund is not rendered ineligible for recognition by the fact
that it can be closed or wound up at will by the employer or the
Trustees, provided that it is not revocable otherwise than in accord-
ance with section 58-C (1) (e).
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. The fact that & fund receives donations, for example from re-
tiring partners, should not be held to render it 1nelgible for
Tecognition.

dppremation and depreciation wn securities belonging to re-
cognised provident funal:’.—In certain Provident Funds 1t 1s the
practice to revalue the securities held at the end of each financial
year and to take the appreciation and depreciation thus ascertained
nto id before allocating to the bers their share
of the annual profit, This practice does not render the fund in-
eligible for recognition. Plus and munus entries relatmg to such
appreciation or depreciation should be made 1n the remarks column
of the Form of account prescribed 1n rule 6 of the Indian Income-
tax (Provident Funds Relief) (Central Board of Revenue) Rules
(Part II of the Manual) Such appreciation or depreciation need
not be taken into account mn determining the rate of interest under
section 68-F (2)

The appreciation of securities itself cannot directly come into
the computation of the employee’s total mcome or be liable to tax
at any ttme. Though it is a form of accumulation of contributions,
it is also not ncome but an merease of capital

Forfertures to recognised provident funds. [Section 58-C. (1)
{d)].—The only amounts that an employer 1s allowed by the Act
tc Tecover from a recognised Provident Fund are his own contribu-
tions 1o0,the account of a dismissed employee or an ploy
voluntarily leaving his employment as stated 1 section 58-C (Z) (f)
and of interest on such contributions. If the rules of any fund
provide for forfeitures to the employer of any other momes—for
example of a dismissed employee’s own contributions and the 1n-
{erest thereon, this provision 1s repugnant to section 58-C (I) (f)
and renders the fund inehgible for recogmition

A provision for the forfeiture to the fund in certain circumstan-
ces (e g, assignment of employee’s interest, an employee leaving
service to take employment under a rival) of so much of the amount
standing to the credit of an individual employee as 13 1n no eir-
cumstances recoverable by the employer, under clause (f) of sub-
section (1) of section 58-C of the Act, does not render the fund
ineligible for recognition under that sub-section.

uch p 1 of sums credited out of
the employee’s salary with interest thereon, and 1t 1s clear that
these amounts are within the language used m clause (d) of sub-
section (7 of section 58-C, read with the defimition of “* contribn-
tion > 1 clause (d) of section 58-A. The effect of clause (g} of
sub-section () of section 58-C is not to require that so much of the
balance at the credit of ar individual employee as 1s not recover-
-able by the employer under clause {(f) should be payable to the
employee. It requires the accumulated balance due to the employee
to be payable to the employee, and the definition of ‘ accumula-
ted balance due’’ 1m clause (¢) of section 58-A expressly
'recognises the possibility that by the regnlations of a fund any
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art of the balance to the credit of an employee may be excluded

Yrom the amount claimable Ly him and t{mr(-furﬂ irom the areu-
mulated balance due for the purposes of clause {g) of sub-zection
(1) of scetion 58-C.

While therefore recoveries by the employer e poverned by
clange (fj of sub-soction (1) of section HR.C, forfeitures to the fund
are left by the Aet to be governed by the regulations of the fnnd,
g0 that no provision in the regulations of the funds for the forfeiture
to the fund of any part of the balanre 1o the eredit of the fndividnal
emplovee will render the fund ineligible for recognition,

The inclusion in the rules of u provident fund of o provision for
the payvment of forfeited amounts of an individuzl peoder to his
wife and family does not render the fund ineligible for recognition,
The definition of the expression ** acenmulnted baluner dus ™ to
an employee which is eot out in section H8-X makes it plain that the
amount which is pavable to the emplovee is not necessarily the
equivalent of the total of Lis contributions, the employer's coniri-
butions and the interest which has aeewmulated thereon; and the
provisions of clanen (g} of section H58-C, read with this definition
of the ‘“ aceumulated halance due ' are not ineconsistent with the
pavment to a third party of forfeited amounts, althoneh the circum-
stances in which the emplover ean himself take these amounis are
limited by clause (b) of section 5S-C.

The inclusion in the regulations of a provident fund of a pro-
vision for the forfeiture to the fund of the accumulated balanee
due to an emplovee who dies withont heirs alen does not make
the fund ineligible for recognition. Such forfeiture to the fund
does not put anything into the fund, because whnt is forfeited {o
the fund 1s already in the fund.  As the act of forfeiture does not
put any sum at all into the fund, it cannot he held to put into
the fund any sum other than the contributions, ete,, sperified in
grction 58-C (1) (d). The question of the validity of a regulation
forfeiting to the fund the accumulated balance due to an employes
who dies intestate and without heirs does not arise, as the existence
of a such a regulation, whatever it may be worth, doez not affect
the composition of the fund for purposes of elanse (d) of sub-section
(1) of the same =ection,

LPayment of accumulated balances of recognised provident funds
to employecs discontinuing participation. [Section 58-C (1) (g)
and (h)}.—-lf an emplovee who i< a subseriber {0 a recognised pro-
vident fund, the membership of which is optional, decides to
diseontinue his membership of the fund while not resigning his
employment. he is entitled {o claim repayment of the acrumulated
balance at his eredit, under section 58-C (7) (7) of the Act. Tinder
section 58-A (c) of the Act, an * employee ” means an emplovee
Fariicipating in a provident fund. Thus a person who discontinues
his participation in a fund *‘ ceases to be an emplovee ”’ swithin
the meaning of section H8-C (1) (g) and is. therefore, entitled to
claim payment of the accumulated balance due to him.
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. A private provident fund, partiepation in which is optional,
is not quahfied for recognition unless the rules confer on the parti.
cipants the nght to recenve payment of the aceumulated ba};ancs
whenever participation is discontinued

20-D. Recognised Provident Funds of businesses with princy
pal place out of India. d[Sectwn 58-C (1) (a)] —If a concern has
its prineipal place outside British India, the Provident Fund of
the employees of its British Indian business, 1f 1t 18 to be ** recog-
nised **, should be Lept separate and must conform to the conditions
imposed by the Act and the Rules thereunder. The expression
‘“all employees * occurring 1 section 58-C (1) (a) refers to * all
employees subscribing to tﬁe Fund *’ and not to all employees of
the particular employer If a concern has 1ts prineipal p{ace of
business in Bntish India, there 1s no objection to the’ foreygn
staf—that is the stafl outside Brtish India—subsenbing to the
Provident Fund They will net get any rebate of tax on the
monthly contributions aince their salaries having been earned out-
side Brtish India will not be taxed but they will get the ad-
vantage of the exemption from income-tax of the interest on the
investments of the Fund.

20-E. Interest on lated bal 1w recognised provi-
dent Junds, (Sectton 58-F) ~Interest on accumulations iz
recognised provident funds 13 exempt from 1ncome-tax but not from
euper-tax up to a rate to be fised by Government which 18 6 per
cent, at present, In some funds, n provisional rate of interest 18
sllowed to the employees in the first instance and the difference
- - T ' "' 7 the provisional

7ees on a basis

- " the employees,

1R BUCK €333, the 1NLelesy, CLeULLEU W suv snusviuses ACCOUNtS should

be exempted in so far as the average interest earned by the fund
83 » whole does not exceed the prescribed rate of interest

Interest on sums credited to an employee’s account in a recog-
nised Provident Fund, which suma represent his share of the ap-
preciation in the value of the securities beld by the Fund, is to be
reparded ns interest within the meaning of sections 58-A (f) and
58 (7) (d).

20-F. Interpretation of * salary’’ n relation to recogmised
provident  funds. [Section  58-F (12] —That the expression
*salary ”* as used 1 Chapter IX-A of the Act does not embrace
everything taxable under the head ‘* salaries * in accordance with
sub-section (Z) of section 7, 13 obvious from clause () of sub-section
(Z) of section 63-C read with clause (4) of section 58-I For the
purposes of Chapter IX-A, * salary > mcludes so much only of
an_employee’s remuneration as 1s of & specific monefary amount
and is payable periodically. It includes ¢ salarz (in gxe more
general sense 1n which that expression embraces *“ wages ”’) whic
1 recerved by any category of employees other than those excluded
in clause (¢} of section 58-A

”
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20-Q. Adccounts of recognised provident funds. (Sections 58-1
and 68-7)—~The accounts of recognised provident funds are 1o be
maintained in the form preseribed in the Indian Income-tax (Pro-
vident Funds Relief) (Central Board of Revenue) Rules. 1f a
concern has several branches, the annual abstracis of the provident
funds accounts should be sent by the employer to all Income-tax
-Oflicers who are responsible for assessing the employees.

The accounts to be made under the provisions of section 58-J
must show in respect of every employee the particulars given in
rule § of the Tndian Income-tax (Provident IF'unds Relief) (Central
Board of Revenue) Rules.

20-H. Treatment of a fund transferrcd by employer to lrus-
tees.  (Section 58-K).—Any sum transferred by an  employer
before coming into force of the Indian Income-tax (Provident
Funds Relief) Act, 1929, to the Provident Tund of his employees
which has been converted into an irrevocable frust is a permiscible
deduction in assessing the profits of the employer.  Sub-seetion (7)
of scction 58-K operates with reference to any ascessment made
after the coming into force of the Provident Funde Relief Act
XIT of 1929 whenever the conditions ncecssary to ils operation are
satisficd. The conditions neceseary to its operation are that it can
be predicated of the emlover:—

(a) that he maintains a Provident Tund for the benefit of his

employecs,
{b) that he has not transferred the Fund or relevant portion
thercof, .

(c) that he transfers the Fund or relevant portion.

The use of the perfect tense in the definition of condition (&) and
of the present tense in the definition of condition {(¢) shows that
these conditions cannot be satisfied by any employer who, having
already transferred the Tund or relevant portion before the Pro-
vident Funds Relief Act came into force, was not when the Act
came into force in the position of not having transferred it, and
was therefore not in a position to transfer jt.

It must not be overlooked that while an employer who has
effected a transfer before the coming into force of the Provident
Funds Relief Act will not suffer the loss resulting from the opera-
tion of sub-section (7) of section 58-K. he will as a corollary not
enjox the benefit resulting from the operation of sub-section (2)
of that section.

Employers’ subseriptions to an unrecognised provident fund
may be treated as business expenses if the conditions laid down in
paragraph 49 are saticfied. Lump transfers of accumulated sub-
seriptions, with or without interest thereon, made after the Provi-
dent Funds Relief Act, 1929, came into force, are governed. by
gection 58-K which is specifically made applicable to unrecognized
as well as to recognized funds.
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21, Meaning of the word * securities * as used 1n section 4 (3)
{fv).—The defimtion of the phrase ‘‘ interest on securities ”
section 8 of the Act should not be applied to determine the mter-
pretation to be given to these words 1n section 4 (3) (:v), since the
words as uséd 1n section 8 are 1n & specially restricted sense and do
not cover, for example, interest on so typical a form of securnity as a
mortgage. Nor should the meaning of the word ‘‘ securities ’ 1n
section 4 (J) (wv) be restricted to the ordinary Iimited legal sense
1n which 1t must always have reference to a loan  Provident Funds
are entitled to 1nvest in any trustee security, and 1t has not been
the intention of Government to discriminate between the various
classes of investments which are thus legally authorised  The word
“ gecurities '’ in section 4 (3) (zv) should therefore be interpreted
as covering all securities mentioned in section 20 of the Indian
Trust Act.

22. Perquisites or benefits not capable of conversion into money.
—The provision 1 section 3 (2) (iz) of the Act of 1918 that “ any
perquisite or beneht which s nerther money nor reasonably
capable of being converted into money *’ was not liable to tax, has
been omitted in the Act, as the existence of that provisien made 1t

posstble to assess to tax, for ple, rent-free resudences
in cases where the assessee had not the power to sub-let, while rent-
free residences were lLiable to the tax where the assessee had the
power to sub-let An explanation has been added to section 7 ,7)
of the Act specifically providing for the taxation of perquisites i
the form of rent-free residences

Under section 7 (I} of the Act, all perqmisttes received by an
employé 1m lien of or m addition to salarv or wages are liable to
the tax  House-rent allowances and the value of rent-free quarters
form additions to the remuneration of an employé, and even where
residence in a particular town or building 1s necessary for the pro-
per performance of the employés duties, such allowances or per-
quisites cover expenses of a personal character which the employé
would otherwise have to mncur., They do not therefore ‘‘ meet ex-
penses wholly and necessarily incurred in the performance of the
duties of an office or employment of profit *’ and are therefore not
covered by the exemption 1m section 4 (3) (v) of the Act and are
taxable under section 7 or section 12

Two conditions have to be fulfilled before the exemption speci~
fied in section 4 (3) (1) can apply The expenses incurred by the
employé must be wholly and necessarly incurred in the perform-
ance of his duties as an employé; and the all or perguisit
must have been granted by the emplover with the set purpose of
meeting the extra expense thus caused to the emplové, and that
estra expences only, It iz thus a question of fact in each case
whether house-rent allowance or the value of rent-free quarters is
exempt from the tax, but the following examples will serve to in.
dicate the lines on which the decision should be made —

(2) A currency officer 15 granted remt-free quarters m his
currency office  Even though his residence in that office
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.

is necessary for the proper performance of his duties,
he will be linble to the tax on the value of his rent-free
quarters, since he would in any case have had to provide
himself with a residence, and {he perquisite does not
therefore meet expenses wholly incurred in the perform-
ance of the duties of an office or employment of profit.

(b) A firm in Caleutta makes a practice of providing its em-
ployés with rent-free quarters; and houses some of its
employés in  its  business  premises as  resident
clerks. The employés of the firm, including the resi-
dent clerks, will, as in the previous case, be liable to
income-tax on the value of their rent-free quarters.

(¢) A Government oflice has its headquarters in Bombay, hut
proceeds for some months in the year elsewhere, and
grants its ministerinl establishmeni house-rent allow-
ances or rent-free quarfers in the place to which it
proceeds with the specific object of providing for the
maintenance of a second and, from the point of view of
the grantees, unnecessary residence in order thatl they
may perform their duties there. The allowance or the
value of rent-free quarters will he exempt from income-
tax,

In all cases where rent-free houses form part of the perquisites
of an emploxé, the cash value of such o house to the ocenpler shonld,
in no case, be deemed to e more than 10 per eent. of the salary
of the employvé, Where an employé ix provided with rent-free
furnished quarters, no attempt should he made {o split the value of
this perquisite into its component elements, i.c.. rent-free quarters
and rent-free furniture,  The maximum of 10 ver cent. of ealare
should hie applied to the perquisite as a whole,

Such perquisites as (for example), tiffin, domestic gervices or the
value of passares by rail or steamer provided by employers free of
churge for their employees nte not_taxable hecause they are not
convertible into money and there is no special provision in the Aect
in regard to them as there is in regard to rent-free quarters, but
passage money paid in India by an employer te his employé to
enable him fo go on leave is liable to tax., If, however. passage
money is remitted by the emplover to the Tnited Kingdom or a
Colony and paid there to an employé on Jeave in such country, it
should be regarded as a leave allowance covered by the exemption

(23) in paragraph 17.

it ety
pete NN

The ** Delhi moving allowance *’ and ** Delhi Camp allowance ”’
which is granted to the members of the office establishments of the
Army Headquarters and of certain Civil attached offices of the
Government of India during the period of their stay at Delhi and
the Simla Housze-Rent Allowance eranted under Rule 19 of the
Simla Allowanees Code and the value of rent-free quarters in lien
thereof fall under example (¢) above and are exempt from the pay-
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ment of income-tax. Special all granted solely to meet
the higher cost of hving in a station such as Compensatory locab,
-allowances and the Cutch exchang P on all ar

liable to the payment of tax.

Rewards granted to officials for passing compulsory examin-
sations must be distinguished from grants made to assist candidates
to meet the expenses of preparing for such examinations. Such

uition grants fall under section 4 (3) (v:) of the Indian Income-tax

ct of 1922) and are not liable to tax even if they are only
paid to successful candidates Tor example sums of Rs. 150 and
Rs. 200 paid to military officers who have passed the Urdu quali-
fying and Preliminary Urdu examinations respectively are tuition
grants—not rewards—and are therefore not liable fo_income-tax
“(see also paragraph 25).

In addition to classes or portions of ** Salaries ”” drawn by
-officers and other ranks of the Army in India (Brtish and Indien)
mentioned in paragraphs 17 and 22, the following allowances are
not liable to income-tax:—

Messing allowance;

Syce allowances

Forage allowance;

Detention allowance;

Meal money;

Quarterly kit and clothing allowance;

Outfit allowance;

Tentage allowance whether separate or included in pay;

Horse allowance;

Travelling and conveyance allowances; and

Any capital sum received in commutation of the whole or a
portion of a pension or in nature of consolidated compensa-
tion for death or injuries or in payment of any Insurance
Poliry or as the accumulated balance at the credit of & sub-
scriber to any such Provadent Fund

The emoluments drawn by the officers and other ranks of the

“Army which are liable to income-tax are .-—
1 Regimental Pay, C d or charge all Staff Pay,
P. 8. C. Pay and Separation allowance.

Ordnance Pay.
Corps or Engineer Pay, Batta or field allowance.
Lodging allowance.
Value of rent-free quarters (officers).
Service or proficiency pay.
Extra duty pay.
ANCOME-T4X 6

T Tt D



22-231 - 160

8. Gratuities under Pay and Allowance Regulations, para--
graph 137 (I). '

9. Annuities under Pay and Allowance Regulations, para-
graph 137 (II).

10. Bounty money.

11. Pension drawn in conjunction with pay.

i2. Separation allowance.

13. T'urniture allowance.

14. Pensions (except wound or disability) paid in India
to British and Indian Officers 'and men, their widows,.
children and dependants.

15. Half-yearly gratuity paid to temporary nursing sisters.

The Marnage allowance is not taxable if paid to the wife of =
soldier unless the total ineome of the wife including the allowance
exceeds the minimum taxable limit. Similarly, Maternity benefit
is liable only if the total income of the soldier’s wife including the
benefit exceeds the minimum taxable limit.

The ‘ handling charges ’’ granted to Station Masters are not
liable to income-tax since they are intended solely to cover certain
expenses that the Station Masters have to incur as such.

As regards the liability of language rewards and examination.
fees, see paragraph 25.

28. Casual gains. [Section £ (8) (viz).]—In order to obtain
exemption as ‘¢ casual ”’, profits must comply with two condi-
tions:

(1) they must not be the proceeds of a profession, vocation or
employment, or arise from business, that is from ‘ any
adventure or concern in the nature of trade, commerce or
manufacture >’. [See section 2 (4)], and

(2) they must not be annual.

Both these conditions must be fulfilled. The exemption also is
specifically not to apply to any gratuity to an employé for services
rendered 50 as to avoud the possibility of any ambiguity in connee-
tion with the use of the word ‘‘ gratuity >’ in section 7 (Z). The-
following are illustrations of the effect of the provisions of section
4 (3) (v

(1) A purchases a house with a view to re-selling it at a profit.
His profits from the transaction are liable to income-tax
(even although it be an isolated transaction*). B pur-
chases a house for his own 1esidence and later on sells it
at a profit.  His profit is not liable to the tax.

* 0.f. Rutledge wersus Commissioner of Inland Revenue Reports of the-
U. K. Tax Cases, Vol. XIV, page 490.
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(2) A wins & prize in 2 lottery or a bet on the race course. His
receipts therefrom are not taxable. B s a bookmaker,
His profits from betting are taxable.

(8) A 19 a professional beggar. His receipts from mendicancy
are not exempted from the tex by this sub-section.

() A malkes o prachice of speculating in the purchase and sale
of shares, His profits therefrom are liable to the tax.
B purchases Indian War Loan 1929-1947 at 95 redeem-
able at par. The premium received on redemption
after a period of years 1s not lable fo the taz. On the
other hand the yield from Treasury Bills arising
from their issue at a discount and repayment at par after
12 months or some shorter period is liable to the fax
under section 12, though as this yield is not interest,
the tax is not deducted at the source under section
18 (3).

B) A u;’aln writes a book  His receipts from 1ts sale are iax-
able.

(6) Lump sum legacies are exempt; annuities granfed under a
will are not exempt,

24. Income-tax  Authorties. (Section & }—(1) The Central
Board of Rerenue is nppointed by the Governor General in Coun-
T - - - ¥ -7 - {he various secirons, e.g.,
d 59. Rules for carrymg
. . .he Central Board of Reve-

nue which also issues instructions regarding the interpre
+the provisions of the Act and the rules, and is entrusted

zeneral admimistration of the Act.

(2) The head of the Tncome-tex Department of & province is the
Commissioner of I taz who is app d by the Governor
General in Council The rest of the income-tax staff in & province
are subordinate to him and they are appointed and dismissed by
him, His power of appointment and dismissal of Assistant Com-
missioners and Income-tax Officers is under section 5 (¢) *° subject
to the control of the Governor General in Couneil ?, but the Gov-
ernor Cleneral in Council exercises this control through the local
Government under the provisions of the following order:—

¢ The Governor General in Council desires to utilise the agency
of the Governor in Council of each Governor’s province in the
following matters only in relation to income-tax,—

(i) the appointment by a Commissioner of Income-tax of any
person to the substantive post of Assistant Coramissioner
of Tncome-tax or Income-tax Officer shall be subject to
ihe previous approval of the Governor in Couneil.

For the promotion of an Income-tax Officer or appointment of
an officer of a Provineial Civil Service to the post of Assistant

mmssi of T tas, the Commissi of I tax

c?
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should consult the local Government and submit his nomination (of:
the Officer approved by the local Government) to the Public Service-
Commission through the Central Board of Revenue.

(12) Any Assistant Commissioner of Income-tax or Income-tax.
Officer who has been dismissed or removed from office or-
whose increment of pay has been withheld by the Com-
missioner of Income-tax shall have a right of appeal to.
the Governor in Council,

While as regards the appointment or dismissal of such officials.
the Commissioner is subject to the control of the local Government,.
he has full power to specify the functions to be performed by each
official and the areas, persons and classes of income in respect of:
which these functions may be exercised.

The specific powers conferred upon him in regard to income-tax
assessments are specified in sections 28 (1), 32, 33, 37, 54 (2) second.
Proviso, 64 (3) and 66 of the Act.” In particular he is vested with.
power under section 33 to review any orders passed by any income-
tax official, and he alone may, under section 66 of the Act, state-
cases for the opinion of a High Court.

(8) The functions of Assislant Commissioners of Income-taz are
mainly appellate, but they also exercise supervision over the work.
of the Income-tax Officers. The particular powers conferred on.
them by the Act are set out in sections 28 (7), 30 (2), 31, 37, 38, 39,
42 (2) and 53. )

(4} Income-tax Officers are the assessors. 'While section 64 of
the Act specifies the particular Income-tax Officers by whom assess-
ments shall be made, 7.e., prescribes that assessments shall be made-
in the case of a business by the Income-tax Officer of the area.
where the principal place of business is situated, and in all other
cases by the Income-tax Officer of the area in which the assessee-
resides, sub-section (4) of that section provides that every Income--
tax Officer shall have all the powers conferred by or under the Act
on an Income-tax Officer in respect of any income, profits or gains
accruing or arising or received within the area for which he is.
appointed. This particular provision was inserted mainly in order
to permit of enquiries being made into the profits of a branch busi-
ness by the Income-tax Officer of the place in which the branch is:
situated and in order to enable every Income-tax Officer to make
enquiries regarding all income, profits and gains arising or accruing
within the area to which he is posted, even though the assessment:
in respect of the particular income, profits or gains may not be-
made by him. TIncome-tax Commissioners should therefore secure
by issuing instructions or otherwise that there is no overlapping in
this matter and that the same person is not assessed to income-tax
by more than one Income-tax Officer but should at the same time-
secure that all Income-tax Officers shall give the utmdst assistance
to the assessing Income-tax Officer in regard to any property, in--
come, profits or gains within their respective areas which are liable
to assessment elsewhere. .
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While 1t 15 mntended that the work of making assessments, of
hearing appeals and of passing orders in review shall ultimately
be carried out by separate officials bnown as the Income-tax Officer,
the Assistant Commussioner aud the Commusgioner, as a complete
whole time staff for 1ncome-tax work has not yet been appointed
in some of the provinces, secton 5 (¢) makes provision for the
continuance, until such whole time staft 13 engaged, of the existing
system under which individual officers exercise the powers of an
assessing authonity in respeet of particular classes of income and
of an appellate authority in respect of others, while the reviewing
authonty is in certatn cases also the appellate authority.

While the income-tax staff will as a rule be appointed 1 provin-
cial cadres, there are certain classes of cases for which it may be
advisable that assessments should be made by an all-India staff.
Such, for example, are the cases of military officers and of officers
of other departments seiving directly under the Government of
India who are liable to transfer from one province to another; and
there may be other tases such as the assessment of rmilway com-
panies which at any time it may be considered advisable should be
dealt with by a special officer for the whole of India Sub-sec~
tion (5) of this section has been inserted to make provision for the
appointment of special officers in such cases.

The officers specified in the 8rd, 4th and 5th columns of vhe
schedule below have been appointed to perform all the functions
of an Income-tax Officer, Assistant Commissioner of Income-tax
and Commissioner of Income-tax, respectively, in respect of the
persons specified in the corresponding entry in the 2nd column

thereof.
SCHEDULE.
Officer appomted to perform the functions of—
Senal Persons
No. Tncoms-tax Asaistant Commissioner of
Officer, Commissioner of | Income-tax,
Tacome-tax
1 2 3 4 5
1 | Employés of the Bengal | Tncome fax Off. | Asstant Com. | Commussioner of
and  North-Western | cer, Gorskbpur.| musioner of | Incometaz,
Ralway Incometax,| Unted Provin-
Bensres cen
al~ . v o= b e e fptent Ooa Do

' ' miseoner  of
Incometax,
. Meernt

from Army estiusates
through the Controller
of Military Accounts,
Esstern  Command,
Meerut and Luchnow
districts, Meerut
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Scoepure—ocontd.

Officer appointed to perform tho functions of—

Serial Persons,
No. Income-tax. Assistont Commissionor of
Officer, Commissioner of Income-tax,
Income-tax.
1 2 3 4 5

3 | Employés of the British | Income-tax Offi- | Assistant  Com. | Commissioner of
Indin Corporation | cer, Cawnpore. missioner of] ITncome-tax,
Ltd. stationed at Income-tnx, United Provin-
Rangoon. Cawnpore. ecs.

4 | Employés of the Assam. | Income-tax Ofi- | Assistant  Com- | Commissioner of
Bengal Railway. cer, Chittagong.]| missioner of| Income-tax,
. Tneome-tax,| Dengal.

Dacen. :
+4-AY| Indian _employés  in | Income-tax Offi- | Aesistant Com- | Commissioner of
Sind, Punjaband Delhif cer, B, Divi-| missioner of{ Tncome-tax,
of Messrs. Relli | sion, Karachi. Income-tax,j Bombay.
Brothors. Sind.

5 | Eurcpean employés in | Income-tax Offi- | Assistant Com- { Commissioner  of
British  Indin  and| cer, Caloulta,| missioner of! Income-taxzx,
Indian employés in]| District ITIA. Incowotex,| Bengal
Beneal, Bibar and Headquarters
Orissa, Assam and tho (at Calcutta).

United Provinces of
Messrs, Ralli Brothers.

G | European employts of Do. . Do. . Do.
Mesars. Ralli Brothers
in Berar.

7 | European ecmployés of Do. Do. . Do.
the Tmperial Tobacco
Company, India
Limited, and the
Indian Leaf Tobacco
Dovelopment  Com-
pany Limited, in the
provinces of Bombay,

Madras, United Pro-
vinees,Punjah, Bengal,
Bihar and Orissa and
Agsam.
8 | European employés of | Income-tax Offi- | Assistant Com- | Commissioner of

the Tobacco Manufac-
turers (Indin) Limited,
and the Printers
(India) Limited, in the
provinces of Bombay,
Madras, United Pro-
vinces, Punjab,
Bengal, Bibar and

Orissa and Assam.

cer, Caleutta,
District II1A.

miscioner  of
Income-tax
Hoeadquarters
(nt Calcutta).

Incomece-tax,
Bengal.




165

Scurnvie—contd.

[24

Officer appomted to perform the fanctions of—

Serml
No Persons
Tncome-tax
1 2 3
9 § Employés of the Bengal | Inoome-tax uﬂs.
Nagpur Railway cer,
and Mmoo
neons Salanes
Qircle, Calentta, |
10 | Employes of the East Do
Indisn Ralway
11 | Government, servants Do
serving onteade Bengal
who are under the
andit of tho Pay and
Accounts
Miscellaneons Contral
Departments and the
Survey of Induw, Cal-
cutta.
12 | Military employés under Do
the audit of the Con-
troller of  Bilitary
Accounts, Presidency
and Assam District,
Calcutts.
13 | Officers of the Women’s | Tucome-tax Of-
Medical Service and of | cer, §
the Jumor Branch of
the same
14 | Bubtery emplogée sta- | Income-tax Off-
tioned m Sind who | cer, Ambala
aro under the sudit of
the Controller of
tary  Accounts,
R, A.F, Ambals
15 | Employés of the Madras| Income-tax Offi-
and Southern Mah-| cer, 4ih Circle,
ratts Eolvay except| Madras.
those under the sudit
of the Audit Officer,
Ralway  Collieries,
Calcutta,
16 A].l Government ser- | Income-tax Offi-

ants who are under.
the audit of the Ac-
countant-General,
Madras, and  the
Dey\lty Accountant.
Geperal, Posts snd

Burma or the Anda-
man Islands.

cer, &th Circle,
Madras

Assistant
Commuesioner of
Income-tax

4

Assistant  Com
mssioner ¢ of
Inoometax,

Caleutta
Do -
Do .
Do .
Assistant Com-

mssioner  of
Income-tax,
Ambala

Aanstant  Com-
msaoner  of
Incometax,
Eastern D
@on, Panjab.

Assistant  Com-
mssioner  of
Incometax,
Central Range,
Madras,

Asswtant Com-
msioner  of
Income-tax)
Oentral Rangs,
Madrae,

Commissioner of
corne-tas

5

Commissioner _of
Incomsta'x,
Bengal

Do,

Do

Do

Commussioner}, of
Income-ta 3,
Punjeb.

Do.

Commussioner of
Tncometa,
Madras,

Commusoner of
Incometas,
Madras
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ScrEDULE—Contd,
Officer appotnted to perform the functions of—
Senal
Now Persons. N
Tneome 83 | Gommmssoner of (‘Aixnmxsmm-x of
Tncome tax. ncome tax
1 2 3 L3 5
22 |G - Commussioner of
- Income-tax,
. Central  Pro-
. . vinces and
Telegraphs, Nagpur pur, Berar
23 { Employés of the East. | Income-tax Ofii | Assistant Com-  Commussioner of
emn Bengal Railway, | cer, Radway| missioner of| Incometax,
and Miscella-| Incometax,| Bengal
neous Salaties | Caleutts.
Circle, Caleutta
LY ISRV SN o baw O Commssioner of
“a N Incometax,
. Bombay.
tax Act, 1922,
24- | Rebgoua and chanitable Do, . e Do
mstitutions  outade
Bntuh 2 India ot lable
me tax under
section 4 (3) (5) and
{3} of the said Act ap-
plymg_for refund of
tax deducted at sonrce
€n interest on secun-
ties or for exemption
certificates mn respect
thereof.
25 | Shareholders  resding Da. +{ Assistant  Com- Do.
outude Britsh India mssoner  of
of & Company when Income tax,|
the ncome of the non- Bombay City.
resdent, sharebolders
atmes n more thsn
cne Botwh Jadian
ce,
26 | All persons assessed Do, - Do. . Do.
nndex section £4-C.
27 Emplnyes of the Amen. | Income-tax Offi- | Assstant Com [ Commussioner of
‘Umted Presby.{ cer, Gusn-| mussoner of| Inoometal,
feman Bhssion, 1e81d- | wala. Incoretax) Punjab.
1ng m the Tmted Pro- Lahore
vinces, the Pupjab
the North-West
Frontier Province.
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ScrEDULE-—concld.

Officer appointed to perform the functions of—

Sins!
o he 8.
° erson Inome tax [ o Asustant | Gommssicasr of
[o! otetag, Income-tax,
1 2 3 4 5
36 | Bmployéa of the Indisn | Income tax Offi- | Assistant  Com- [ Commisgioner of
Mental Hospital, | cer,  Salanes| musiner off lucometax,
Ranchy, Circle, Raaels, | lacome-tax, Bihar and
Ranchi, Onssa,
37 | Employés of the Lao Do. Do. . Do.

Research  1ostitate,
Namkum (pest Ran-

chi}

38 | Emptogés of the Rej. | Income-tax Offi | Aeswtsnt Com. | Commssioner of
utans Mineralz Com- | cer, Selanes, | musoner of | Inoometax,
pany, Ltd. Bombay Tnoometaxz,| Bombay.

Bombay City

39 { Baropesn Staf  of | Income-tax Offi- | Assistant Com- Do.
Mesers. Volkart Bros , | cer, B-Diviaon, | missioner  of
working i the Punjab | Karachi Incometarx,
snd Sind, Siwd

25. Salaries. (Section 7.)—The income taxable under this
head includes not only fixed salaries or wages and annuities or pen-
sions, but also any fees, commissions, perquisites or profits received
in lieu of, or in addition to, salaries or wages which are paid to an
employé by or on behalf of any employer. Under the Act of 1918
the income chargeable under this head applied only to * salaries
in the above sense when pard by or on behalf of Government, a
local authority or company, any other public body or association
or by or on behalf of any private employer who had entered into an
agreement with the Income-tax Officer to recover the tax on behall
of Government, but under the present Act 1t applies to all salaries
paid by or on behalf of every private employer, the obligation to
deduct income-tax from ealaries being under section 18 (2) of the
Act an obligation on every employer.

A payment made on retirement, etc., to an employee from a
private Provident Fund, that has been formed into a genuine Trust,
cannot be regarded as a payment of salary within the meanmny of
section 7 (I) of the Indian Income-tax Act, XI-1922, because (for
one thing) the trust is not the employee’s employer. Such a pay-
ment is therefore not liable to taxation by deduction of lax at
souree.

Accumulated balances when paid to employees of recognised
provident funds are however exempr trom tax 1f they satusty the
provisions of section 58-G (vide paragraph 20-A).
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'which the whole or part is drawn under proper sanction by the
Government servant concerned on a bill, should be taxed as ealary
by deduction at source. They are obviously fees, commissions, or
perquisites recetved 1n addition to salary and paid by or on behalf
«of Government [section 7 (1).]

For classes or partions of *‘ salarzes *’ which are entirely exempt
from tax, see paragraph 17.

. Income under this head is included in the income of the year:
in which it 15 received irrespectrve of the period mn respect of which

it was earned, with the exception that where an officer of Govern-

ment or any other employee takes an advance of pay, the tax is not

chargeable on the advance, but the tax 1s charged on the full salarv

of the month in which the advance s recovered by deductions with-

out any regard to the deduction. In cases where the payment of

an agsessee’s salary in advance or in arrears makes his income assess-

able at & rate higher than that at which 1t would otherwise have

“been assessed, he may be granted relief under section 60 (2).

A portion of a salary withheld under the orders of a Court is
Thable to tax.

28. Salaries pad tn India but outside British India  [Section
7 {8).]-See paragraph 1 This sub section makes chargeable,
wunder this head, salares paid from Indian revenues to Govern-
‘ment employés in any part of India and salaries paid by a local
authority established in exercise of the powers of the Governor
‘General in Council. All servants of Government or of such local
authorities are, therefore, liable to pay tax on their salares if they j
are emnloved in any part of India and irrespective of their]
nationality.

The words “or any servant of His Majesty  in this sub-sec-
tion were inserted in the Act of 1918, so as to hring all servants
‘of the Crown, whether British subjects or not within the purview
»of this sub-section, on the ground that it seemed unnecessary to
give to persons who were not Brihish subjects specially fasourable
treatment which was not accorded to British subjects

The pay of officers whose services have heen lent to, and whose
salaries are paid by, Indian States are not chargeable to income-
tax under this section unless they are drawn or recerved in British
Tndia; but the leave allowances and pensions of such officers are
chargeable to income-tax unless covered by any of the exemptions
in paragraph 17. The Government of India recover contribu-
tions at fized rates from the Tndian States to meet the cost of leave
allowances and pensions of officers in foreign sexvice and u{ake
‘themselves responsible for paying the leave allowances and pensions
of their employés earned in oreign service The portion of salaries
of Government officers serving in Indian States, which is paid in
‘the first instance by the Government of India but is subsequently
recovered from the State concerned, is not liable to income-tax.

il

|
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securities purchased through the Post Offico and held in the custod:
of the Accountant-Generel, Posts sud Telegraphs (see paragrap
17-4).  Super-tax 15, bowever, payable by the recipient 1n respect
-of such interest, eince, under section 58 of the Act, the provisos
<o this section do not apply to super-tax.

For interest on other securities, which ate entirely exempt from
tax, see paragraphs 17 (7), (8), ard (28).

For nterest on securities held by Provident Funds, etc, see
.patagraph 21.

The interest on securities held by a Co-operative Society 13 hiable
1o income-tax (see paragraph 17-A),

‘Where a bank or other concern engaged 1n business similar to
«that of a Bank recerves deposits or loans 1n.the course of 1ts husimess
-and invests the money so borrowed as occasion aries, 1t should be
.allowed 1n computing 1ts Labihty to income-tax to set off the entire
interest on such borrowings against its entire wmeome liable to tax,
No attempt should be made, for example, to allocate a proportien
of the borrowed money to investments in tas-free securities and to
.set off the interest on such proportion against the tax-free securities
instead of against the taxable income.

Buf (as an exception o the foregong) in the rare cases 1 which
there is definite proof (not s mere inference) that a certamn sum
was specially borrowed by a Bank or similar concern for the pur-
pose of investment 1n tax-free secursties and has been so smvested,
the interest on the money so borrowed should be set off against
the interest on the tax-free securities and not agamst the meome
“liable to mcome-tas.

Assessees other than Bapks or similar concerns may set off
interest on money borrowed specifically for investment in taxable
-securities or shares, and so invested, against their income hiable to
tax talen as o whole, and not merely against the mterest on such
-securities or the divideads on such shares. In all such caces there
must be clear proof and not a mere inference that the movey was
specifically borrowed for such wmvestment and actually invested.
They cannot he allowed to set off against their income lable to tax
intereat ou money b d for investment in tax-free ti
and so invested.

Tneome-tax (hut not super-tax) in respect of income chargeable
~under this head is deducted at the source [Section 18 (3)].

29, Property. (Section 9 )—The tax is pavable nnder this head
in respect of property consisting of anv building or lands wpur-
tenant to a hwildine by the owner of such pronerty, Lands not
attached to a building are not charpeable under this eection  The
income derived from vacant Tands let out in urban areas for the
-purpose, e g., of storing materials is chargeable to the tax under
-section 12,
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or other charge upon the property trrespective of the purpese for
which the encumbrance was created.

The proviso to sub-section (I) of section 9 has no application to
1nterest on money borrowed for busmess purposes even though such
money may have been borrowed on the security of the assessee’s

. property.

82. Proof of expenditure where deductions are clazmed in respect
of ¢ property . [Sectwon 9 (1).]—The allowance on account of
repairs, [12s., one-sixth of the annual value m the case specified
in clause (1), and in the case speeified 1n sub-clause (1), the amount
permitted by that clause] is a fixed allowance which should be
granted without preof of the actual expenditure in any year and
wrespective of the amount of such expendrture It should also be
allowed m full even when an allowance 1s given for *‘ vacancy *’
under section 9 (I} (122) The allowances on account of the annual
premium paid to insure the property against rsk of damage or de-
struction or on account of annual charge or ground-rent or land
revente or of collection charges must be supported by proof of the
actus! expenditure. Interest that has fallen due on a mortgage
should, howerver, be allowed as a deduction even though 1t may not
Lave been actually paid.

38. Property Insurance deductions [Section 9 (I) (ur).]—
The only tnsurance deduction permussible 1s the amount of the
annual premium paid to insure the property agatnst risk of damage
or destruction. In some cases owners insure against Joss of rent
Where an owner asks for an allowance on nccount of the annual’
premtum for such msurance it should be allowed 1f such owner
agrees to pay tax on any amount recovered from the insurance
company. Where no such allowance 13 clanmed or allowed tax is
not to be charged on the amount recovered from the insur-
ance company.

38-A, Property. *““Charge ™ [Section 9 (I) (ir) ]~Deduc-
tion should be allowed on account of any ‘¢ charge * secured on the-
property and not merely of the interest on such a charge.

84. Property Collection charges [Sectwon 9 (I} (ve) J—As
regards collection charges ruie 7 fizes 6 per cent of the annual
value as the maximum amount permissible Where a house has
remained vacant for a period, this maximum, of course, would
never be reached and in many cases there will be no collection
charges. The mazvmum amount permissible should be reduced m
all cases where a house has remained vacant for a period to & per
cent of the annual value as diminished by the smount allowed in
respect of vacancies. Proof must always be mven of the
collection charges having been incurred  Rule 7 simply provides
that, where there is proof of collectron charges, such charges mav
be allowed subject to the nrovision that in no case shall the amount
allowed on account of collection charges esceed 6 per cent of the
annual value,
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86. Property. Limtation of total allowances. [Section 9
{Z;.]—The proviso to sectton 9 (I), that the aggregate of the
allowances made uxder that sub-sectton shall 1n no case exceed the
annual value, was inserted owing to the new provision in section 24
providing for the set-off of losses under one head agamnst income,
profits or gains under any other head. Instances have occurred of
buildings sttuated 1 estensive grounds or on valuable sites bemng
mortgaged for sums the interest on which is far in excess of the
‘“annual value . The result of this proviso is that the annual
value of the property belonging to an assessee can in no case be
reduced to a munus sum owing to the allowances, and that there can
be no loss under this head to be set against income, profits or gains
under any other head.

87. Method of accounting * . N
under sections 10, 11 and 12
Court ruling, referred to in p
of the word ‘‘ income ” the piovisions i e preseny Act nave
been so worded as to make 1t clear that as regards income, profits
or gains from business, professional earmings or the other sources
mentioned in section 12, no umiform method of accounting 1s pre-
seribed for all tax-payers, and that every tax-payer may, so far as
is possible, adopt such form and system of accounting as 1s best
suited for his purposes. The only restrictions are that the method
adopted must be one ukhat clearly reflects the income of the assessee
in respect of the fixed period of ‘* the previous year’ and that 1t
13 the one regulaily employed by him for the purposes of his busi-
ness. If the tax-payer does not regularly employ a method of
accountmng which elearly reflects his income for the ‘‘ prewious
year,” the computation will be made in such manner as in the
opinion of the Income-tax Officer does clearly reflect 1t

There are iwo main systems of keeping accounts. There 13
firstly the cash basis system, where a record is kept of actual recetpts
and actual payments, entries betng made only when money 1s
actually collected or disbursed There 13 secondly, the mercantile
accountancy system under which a profit and loss account is main.
tained and a comparison is made of the value of the stock 1n hand
at the beginning and at the end of each year Under this latter
system entries are made in the accounts on the date not of receipt
of money or expenditure of money, but on the date of transactions
irrespective of the date of payment When poods are sold, for
example, an entry is made at once ou the receipt side of the
account, although ro cash may be received ai the time in pavment
of such goods; and an entry is similarly made on the debit side
when a liability is mcurred aithough payment on account of such
liabtlity may not be made at the time It will be the method of
accounting adopted for or bv the tax-payer, therefore, that will
determine the period within which anv jtem of gross revenne or any
- deduction therefrom is to be accounted for, and which will deter-
mine whether particular all are or are not permissibl
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«curred *’ according to the method of accounting upon the basts of
whick profits or gains are computed, t.e., where the cash basis 13
-adopted, it will be the date of actual payment that will determme
the year in which such allowances may be made, whereas 1f the
mercantile accountancy system 1s adopted, the allowances can be
-claimed in the year in which the ltabilty to pay accrued.

88, Method of accounting “ regularly employed 7. (Section
13) —The method of accounting regularly employed by an assessee
for the purposes of his business should, so far as possible, be the
.method adopted for workmg out hus profits for income-tax purposes,
but the Income-tax Officer has to decide whether that method of
accouniing 13 the one regularly employed for the purposes of the
.‘a.ssessee's%)usiness and whether 1t 13 such 23 to reflect clearly the
taxable profits for the ‘“ previous year ”’, In most cases this should
icause no difficalty. Doubtful cases should be referred to higher
authonties. As an example of the prineiples to be followed 1n
-settling doubtful cases two instances of such cases are given. It
is the practice amongst certain merchants to prepare their accounts
on the basts of the mercantile accountancy system 1n respect of
Jtransactions between themselves and members of their own com-
munity, but on the basis of cash payments in the case of transac-
tions between themselves and thewr customers Provided that the
same system is continuously employed, there appears to be no
reason why this particulai practice should not be consrdered to be
-a ““ method of accounting regularly employed ”  Again there are
»cases where the various branches of a business are only closed
once in three o1 five years and where the accounts of the branches
are not annually ineorporated i the head-quartars bustness’s
accounts. In such a case 1t might be possthle to assess exther on the
average annual profits of the branches as disclosed by the accounts
last filed or on the actnal profits brought to account owing to parti-
cular branches closing 1 particnlar years

The cases in which an assessee destres to change his accounting
syster should be rare and where such a request 1s made, the Income-
tax Officer tn considering 1f should, a¢ in the stmilar case of a
+demand for a change 1n the ‘ previous year ** (paragraph G), af he
15 prepared to allow the change, take steps to secure that no profits
-escape taxation on account of the change Whle section 13 leaves
it to the discretion of the Income-tax Officer to decide whether a
particular system of accounting should be accepted or whether
a change 1n the system of accounting should be allowed, the discre-
tion of the Income-tax Officer in this matter can be questioned i
the eourse of an appeal agamst an assessment under section 30, z.e.,
1t may be made one of the giounds of appeal m contesting the
-assessment of the profits

89. Business (Scetion 10) —** Anv business ” 1 sub-section
*{1) of the section means ‘“ any business or busmesses »

40. Business deductions. General —While, as stated in para-
~graph 37, 1t 1s not possible, owing to the variety of accounting
-gystems, to prescribe eshaustive lists of deductions that are or are
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amounting to one lakh during the same year, the income to be

assessed to income-tax from the mopey-lending business in that
ear will be nil. These examples will apply whether the assessee
ad previously been assessed to rnecme-tax or not,

This 1nstruction will also apply to the assessment of other
traders, where loans have been mude 1n connection with the busi.
ness and in which the loans are of the nature of the business and
the loss is a true trading loss

The irrecoverable loans n the sense referred to in this paragraph
are sometimes confused with the * bad debts deacnbeﬁ m para-
graph 37, but they are of a totally different nature Money lent
out on interest is the stock-in-trade of a y-lender or banker
and the loss of such stockh-in-trade can clearly be regatded as a
{rading loss Like the loss of the stock-in-trade of anv other trader
where the loss is not covered by insurance In setthng clarms of
this nature the question has always to be considered whether money-
{ending is, or is not, a part of the business of the trader in que-tron.
The investment of savings or occasional loans made to i quain-
tances cannot be considered {o be loans made in the course of
trading.

42. Allowance on account of rent of business premuses. [Sec-
tion 10 (2) (1),]—The allowanee referred o in this clause s ouly

no allowance on account of rent, 1s permissible sice the owner
is not hable to pav tax on the annual value of such premises
under section 9 ~ Where the trader resides in a part of the busi-
ness premises, the full rental cannot be set against the profits
and the Income-tax Officer must, in each case, determine the
portion of the rent that may so be set off.

43, Allowances on account of repatrs of business premises.—
Where the assessee 1s himself the owner of his business premisces, he
is allowed as 2 deduction the amount spent on repairs each vear on
the portion of the premises used for the purposes of the business
under section 10 (2) (¥); where he 1s the tenant of the premises, he
is, under section 10 (2) (1), allowed the amount expended by him
on repairs 1f his lease requires him to execute repairs Wk re the
premises are occupied partly as a residence and partly for the pur-
poses of a businese, the same proportion of the disbnrsements on
Tepairs should be permitted to be deducted as is taken in cal vlating
the rent permissible under section 10 (2) (5).

The phrase ¢ current repairs ** m section 10, sub-cectran (2) (v)
should be interpreted to mean such repairs reqmired tn kee
buildine, machinery, plant and furniture, in serviceable rondition,,
as are rendered peressary by ordinary wear and tear {as annnsed to
sccidental or wilful damage or other unusual canses) and are of
their nature reentrent (supposing that the owner displacs reason-
able care and prudence in keeping the asset, whatever jt may be,
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subscriptions or capital invested and the nterest thereon and the
Income-tax Officer should ascertain what partrcular recipients of
these payments are liable to tax and should add the amount of
interest that they have received to the income on which they would
otherwise have been assessed, that is, he should assess the recipients
direct.

45. Business—dllowances in respect of wnsurance premus.
[Section 10 (2) (1v).]—The allowances under this clause are re-
stricted to insurance policies taken out agamst the risk of damage
or destruction of buldings, machinery, plant, furmture, stocks or
stores, used for the purposes of the particular business of which
the piofits or gains are being calculated and no allowance can be
made on account of premia in regard to other isurances  Further,
any sums not actually expended on premiz but merely set aside
by & company or firm as an insurance fund are simply a partteular
description of reserve and no allowance or deduction ean be given
in respect of such reserves

The Act does not contemplate the deduction of premia on
account of insurance against a loss of profit. If, however, the
owner of a busness elects to claim any such allowance, he should
sigmfy his intention to the Income-tax Officer—and 1f he makes a
declaration in writing, undertaling generally to pav the tax on
any amounts recovered from an Insurance Company under any
such policy or policies, the allowance will be granted in respect
of the premia for any such polictes that he may have taken out
not more than a month before the date of such declaration or that
he may take out subsequent thereto. Where no allowance is asked
or allowed in respect of such poliey, any sums recerved from the
Insurance Company on account of the pelicy will not be lable
to tax.

48. Allowances in respect of depremation [Section 10 (2)
{21} 1-~The allowances permussible under this clause are prescribed
in rule 8 and the information that must be furnished in erder to
obtain an allowance is set out in rule 9. It 1s only the particular
classes of buildings, machinery, plant or furniture mentioned 1n
rule 8 in respect of which the depreciation allowance can he
claimed, and the buildings, machinery, plant or furmiture for which
depreciation allowance is clarmed must be used for the purpases
of the particular business of which the profits or pains are being
computed No allowance can be claimed on account of deprecia-
tion for example, of any portion of a building which 15 used as a
tesidence by the assessee  Further, the buldings, etc, must be
the property of the assessee. No allowance can be claimed if they
are leased from others.

Buildines belonzing to the owner of a business and used bv him
in order to house his employés are buildings used for the purpose of
Thusiness if the owner charges mo rent If, however, rent is
charged scctron 8 would applv

When a person succeeds to a husiness, the depreciation allow-
ance due to him in respect of buildings, machinery, ete, taken
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‘Whatever depreciation allowances are granted, 1t will be neces-
sary to maintain an account showing the original cost to the assessee
of the plant, the amount of the arnnual allowance, the amount of
the allowances already granted and the balance still to be allowed.

The percentage allowance fixed 1n the rule for the permanent
way of es)ectrw tramways only covers cases where the number of car
miles per mile or track does not exceed 125.000 car miles per
annum. Where the number of car miles per mile of track per
annum exceeds 125,000 special terms will have to be made 1 each
case. Similarly special consideration should be given to each case

“where there are special circumstances such as exceptional gradients,

the compulso?' use of wood paving, etc, tending to show that the
car mileage does not fairly represent the wear and tear of the
track. The cost of renewing concrete foundations should be allowed
as a trading expense as and when incurred, provided that, if the
renewed found are an impr on the old ones, so much
of the cost of the renewed foundations as represents such improve-
wment should not be admitted as a trading expense Amounts re-
teived for the old materials, whenever renewals are effected, should
e credited against the cost of the renewals, and 1f the old materials
are not disposed of at the ime or are used for other purposes, their
astimated value should be deducted, subject to adjustment if neces-
sary, as and when the old materials are disposed of. The percent-
ages fixed for the deprccration of the permanent wav are based
upon the estimated life of a track from a consideration of the
number of car miles per mile of track, and consequently these per-
centages may vary 1o counection with the same undertaking, It
must be clearly understood that the revision of the hife of a track
need not necessirily be deferred till the whole track 1s renewed,
because it may become clear before that date that revision is neces-
sary either in the direction of increasing or decreasing the average
life. As regards the rate for gemeral plant, machinerv and tools,
all other plant and machinery including workshop tools but exclud-
ing loose 1mplements, office furmture and small articles which re-
quire frequent renewals (expenditure on which 1s allowed as a
‘business expense agamnst revenue), should be lumped together and
the rate of b per cent, depreciation should be allowed thereon in
addation to the cost of repars. No depreciation should be allowed
.on overhead equpment, t.e , trolley wires and connecttons; all ex-
penditure on maintenance and remewals should be charged as
working expenses, as and when incurred.

The 1tem *“ Below ground—All to be charped to revenue ” 1
sexception (1) under item 6 (Mineral o1l companies)—B (Field
operations), 1 Rule 8 means that on the plant n question (pipes,
ete.) below ground, depreciation 13 to be allowed at 100 per cent ,
<o that if the profits are insufficient in any year to allow of the full
100 per cent., being written off against them, the balance can be
carried forward, under proviso (b) to section 10 (2) {vd) of the Act
4o subsequent years
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securities constituting the reserve fund of a bank or other
company) 18 realised, the transaction is a capital transaction, and
no account should be taken for income-tax purposes of any profit
or loss resulting from the sale. On the other hand, where an in-
dividual company or firm habitually uses part of lus or 1ts resources
in the purchase of securities or shares with a view to obtaiming
profit on therr sale and the subsequent re-investment of the proceeds,
the individual, company or firm is, i altering his or its invest-
ments, carrying on a trade for the sake of obtaining profit there-
from, and the profits secured or losses incurred are trade profits or
losses whick must be taken 1nto account 1n determining the assess-
ment to income-tax It will, therefore, always be a question of
fact to be decided on the merits of each case whether the changes
1n investment are of sufficiently systematic a character to consti-
tute the exercise of a trade, but if they are, the profits therefrom
are liable to assessment, and an allowance must be made for
any losses 1n calculating the amount of tax payable

417. B Obsol 1 [Sectron 10 ()
(1i7) ]—TIt must be particularly noted that the allowances under
this ‘clause can only be given where the machinerv o plant
becomes obsolete. Where machinery or plant 13 sold for reasons
other than that it has become obsolete, no allowance can be given.

here a machine is sold no allowance can b> given 1if the facts
present evidence that the machine 1s not obsolete.

The amount allowed for obsolescence is, again, calculated upor-
the original cost to the owner The amount to be given is the
amount of such original cost to the owner as reduced by the depre-
ciation allowances under clause (vz, and the amount for which
the machine 1s actually sold or its scrap value For example, a
machine costing Rs. 10,000 on whick a depreciation allowance
of 10 per cent. of the original cost is admisuble 1s sold after §
years for Rs. 2,000. The original owner gets Rs 5,000 for
depreciation and nothing for obsolescence as the machine 18 not
serapped or sold on account of obsolescence. The second owner
gets also an allowance at the rate of 10 per cent., and as the cost
of the machine to him was Rs. 2,000, his annual allowance 1s
Rs. 200 If owing to 1ts becoming out of date the machine is
scrapped useless after three years then in the year m which 1t is
80 scrapped the second owner can claim Rs 1,400 for obsolescence
No allowance for obsolescence is obviously permissible if the
machine lasts 10 vears or more w:th any one owner  This will apply
also where the * second owner ' is not merely a purchaser but a
** successor ' to the business of his predecessor to which the
machine originally belonged.

4%7-A. Bunness—Allowance on account of dead or wuselese
animals . [Section 10 (8) (viva) J—The allowance m respect of
live stock that has died or hecome permanentlv useless to the
assessee should be granted whether the live stock 1s replaced or not.

48, Allowance on account of rates or tares [Section 10 (2)
(virs).]—The allowance under this clanse cavers only the land
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Comgp tion or Accident I Act (VIII of 1923) should be-
treated as business expenses and allowed under section 10 (2) (iz)
as a deduction 1n assessing income from business,

The following principle should be observed in dealing withr
claims that bond fide espenditure for the welfare of the em-
ployés of a business should be allowed as a business expense No
contributions towards expenditure incurred by outside bodies which:
may benefit the employeés of a pany or fir; identally wit
members of the general public, should be allowed, such as contri-
butions for the support of clubs, recreation grounds, religious
mstitutions, dispensaries, hospitals, schools and the like 1If, on
the other hand, an assessee maintains a school or a dispensary
solely for the benefit of his employes reasonable expenditure on the
upleep of such an ishitntion should be allowed as o working
expense. Similarly. expenditure incurred 1n the mantenance of
a conservancy staff employed to keep the surroundings of the
dwellings of the employés of o concern 1 a samitary condition
should ie allowed In no case, however, should any capital ex-
penditure be allowed, such as, for example, the amounts expended
on the construction of latrines, drains, water-works or hospatals,

Sums embezzled by an etaployee are an admissible ~harge
aganst the business of his employer

Assessees sometimes recerve from their censtituents payments
intended to cover Railway expenses, cooly charges, etc., which they
have to incur in the course of their business When payments are
made out of the sums and are debited specifically to constrtuents
they may be allowed as deductions from the assessable income,
without Insisting on strict proof of payment by the production of
vouchers, provided that it 1s reasonablv certain that the pavments
have been made.

Indian traders and business men charge thewr customers or
chents & small fee on each transaction—for esample so many pies
on each bag of some commodity sold—the proceeds of which are
supposed to e devoted to various relipious, charitable or educa-
tional purposes Such customary subscriptions by clients and
customers for religlous or charttable (including educational) pur-
poses, and the correspondmg expenditure by the assessee, should
be left out of account altogether 1 computing the taxable income,
provided that the Income-tax Officer is reasonably satisfied that
the sums in question are really applied bv the assessee ultimately
{and not necessarily in the vyear of collection) to the object for
which they were osfensibly eollected No attempt should be made
to separate these subscriptions from the trade expenses of the
customers or clients to whom they are charged and to disallow
them as not being trade expenses

Sums received for political purposes should be included in
income and the corresponding expenditure on these purposes should
not be allowed as a deduction from the taxakle income.

Strictly speaking, the cost of audits and similar operations
conducted specially for income-fax purposes, whether m connection
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as Doctors, Aecountants, Lawyers and Architects, can be allowed
as an expense under Section 11 (2&. The cost of original or addr--
tiwonal purchases cannot be allowed,

52. Income from “* other sources "’.—Deductions. (Section
12.)—The 1nterest paid on money borrowed for the purchase of
shares or securities can only be set against the income obtained
from the shaves or securities Where it is proved either by & banker’s
cortificate or otherwise that the borrowing has been definitely and
salely for that purpose; but where such proof is afforded, an
allowance should be given.

.68, Deductions on account of tares pard.—No deduction 18 per-
missible in computing the income, profits or gains on account of
any taxes or rates paid m respect of such income, profits or garns
except that a local rate or tax which 1s pavable irrespective of
whether profits are made or not (see paragraph 48) is to be allowed
as deduction from income from business. Section 10 (2) (witz} of
the Act allows as a deduction from business profits sums paid on
account of land revenue, local rates or municrpal taxes in respect
of premises used for the purposes of a business This specific
provision has been inserted because the local rates pard en aceount
of such premises are usually i the nature of a payment for services
rendered (¢ g., by supply of water, conservancy arrangements, ete.),
but that allowance 1 closely restricted to a local tax or rate levied
in respect of the f)remi.\'e; used for the purpose of the business.
No deduction is allowed for any other local rate or tax such as,
for example, local taxes varying according to the income or profits
of a business. Nor is any deduction on account of a local rate or tax
on property allowed from the annual value of property which is
taxable under section §  Similarly no allowance is permissible on
account of income-tax or super-tax paid by an assessee. Where
property, profits or gains sre lisble to taxation in other countries
or by other authorities in British India all these authorities are tax-
ing the same property or profits for different purposes. In the
Patna High Court, Case No_ 102 of 1920 in ghe matter of Raja
Joyti Prasad Singh Deo of Kashipur (I, Srinivasan’s Tax Cases,
page 103), it was held that the amounts paid for cases by « person
deniving an income from rent of collieries and from rovalties on
the amount of coal raised from the collieries are not to be deducted
m computing the amount of his assessable incowme, and it wvas
clearly stated that ¢ the payment of a tax which 1¢ conditional
on the making of an income and which has to be caleulated on the
amount of such income after 1t has come into evistence canpot be
said to be expenditure for the making of such income *

Again in the Madras High Court, Case No 11 of 1920, Chief

Commissioner of Income-tax, Madias, versus The Eastern Exten-

T T T T (1, Srimvasan’s Tax

. the profits of a non-

" 33, the taxes payable

the company are not

to be deducted.

INCOME-TAX "






193 : LA 1]

‘While income-tax 1s leviable on the profits of a registered firm
at the maximum rate (see Finance Act), and while under section
48 (2) a member of a registered firm is entitled to get a refund in
cases where the maximum rate is greater thar the rate applicable
to his total income, it is desirable that, so far as posmble, such
refunds should be avoided.

The question of refund does not arise if the personal income of
none of the partners hable to Indian Income-tax 1ncluding his share
in the Firm (whether he be resident or non-resident) 1s less than
Rs. 40,000. In other cases, if each of the non-resident partners
is a British subject or a subject of an Indian State and produces
with his individual return of income adequate evidence of the
amount of ha foreign income that is to be taken into account in
determuning his claim to a refund, and all the resident partners (af
any) file refurns of their individual incomes, the Income-tax Officer,
on betng satisfied that the whole of the profits of the registered
firm are accounted for in these personal statements, should charge
the partners direct at the rale appropriate to their total income

In view of sub-section 5 of section 48, this procedure cannot be
applied to the following cases: —

(1) Firms in which one partner at least is a non-resident
foreign subject (other than a subject of an Indian
State) to whom no refund can be due in any case.

2} Firms 1 which one partner at least is a non-resident
Bratish subject or subject of an Indian State to whom a
refund may or may not be due—that 15, who has not
yet produced adequate evidence as to the amount of hus
foreign income.

(3) Firms in which 1n addition to non-remdent partners there
is any resident partner who has not filed a return of his
total income.

The demand notice in respect of the profits of such firms must
be addressed to the firm, and no individual assessments should be
made on, or demand notices 1ssued to the partners in respect of
their shares of the profits of the irm The position will be just as
though the firm were an unregistered firm  If a pariner has other
income he will be assessed on that seiamtely, and of course his
total income yvill include hrns‘shnre of the proﬁgs of tlcxe ﬂr[m1 The
1. o * 1 il ELEl I B L ekl o~
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profits Separate assessments on paripers will also have to he
made for super-tax, if necessary.

For the method of setting-off a loss of profits of a registered firm
against other income of a partner see paragraph 72

In computing the total income of & member of a registered firm
or unregistered firm for the purposes of income-tax or super-tax

"2
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Contributions to the Widows, Orphans and Old Age Contribu-
tory Pension Fund, 1925, are exempt from income-tax since they
are deducted under the authority of Government from the salaries
of the soldiers concerned for tZe purpoge of securing to them a

deferred anuuity and of making provision for therr wives and
children.

Compulsory allotments from a soldier’s pay made to his wife
in Fngland under %rtxcle 886 of Royal \g'nn‘ant for Pay, are
exempt from incomeftax since they are deducted under the autho-
nity of Government, for purposes of making provision whether pre-
sent or future for the wife.

Deductions at source on account of contributions made by an
officer to provide passage money for his widow and orphans under
the Indian Military Service Family Pension Resolutions and the
Indian Military Widows and Orphans Funds Regulations are
exempt from income-tax as the contnbutions are 1n the nature of
life insurance premia. Under the rules, a certificato of health 1s
required before an officer can contributé and the contribution which
he has to pay 1s regulated according to the age of the officer
concerned.

Out of the premia paid 1n respect of a policy that covers the
risks of sickness and accidental mnjury and also the risk of death,
only so much as 15 attributable to the risk of death (from whatso-
ever cause) is admissible as deduction from the meome hable to tax,
The portton of the premrs so attributable should be settled in con-

~sultation with the I Company whose formula
should be accepted unless there appears to be some streng ground
for modifying 1t.

No rebate of income-tax is allowed on_any’sum withdrawn by
an assessee from his Provident Fund in order to pay his life insur+
ance premium, *

Rebate of income-tax in respect of a premium 'paid on account
of life insurance is admissible to a partner of a registered firm
individually whose income 1s taxed at source, 1 addition to the
refund of tax to which he may be entitled under section 48

Tt is to be particularly noted that the insurances in respect of
which this concession is granted are insurances on the Life of the
assessee himself or of his wife, and not any other form of insurance
whatsoever. The solitary exception s in the case of a Hindu un-
divided family in the case of which insurances are permissible on
the life of any male member of the famuly or of the wife of any
such member and not merely on the hife of the head or manager of
the family,

For the purpose of an abatement claimed by an assessee under
this section insurance premia payable in sterling should be con-
verted at the rate of exchange i force on the day on which the
premium payment was made 1 cases where the nssessee 15 unable
1o state the actual cost of Temittance.
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abatement claimed under this fection exceeds ope-sixth of the salary
cf the officers concerned, This can be Jaoked after by the Income-
tax Officer to whom returns are furnished under section 21. The
deducting authority should however see that claims for sueh
abatements are made wiihin the period prescribed

1t is to be particularly noted that this abatement does not apply
to super-tax, section 15 bemg made inapplicable to super-tax by
section 6S.

57, Tar deducted or collected at source to be wncluded
wncome.~Section 16 (2) (which provides that the amount recerved
by = sbareholder in a company by way of dividend shall be 1ncreased
by the smount of income-tax payahle by the company in respect
of the dividend recerved) and section 18 (4 (which provides that
where imcowe-tax 1s deducted at the source from salames and
interest on securities, the tax so deducted shall, for the purposes
of computing the income of an assessee, be deemed to be income
received) have been nserted 1 order to make 1t clear that 1n the
cases of taxation at the source and of the deduction of tax at the
gource it is the gross amount of the income (r.¢, wncluding the
tux deducted) which 15 to be taken 10to sccount 1n determining the
rate at which an ossessee shall be hable to ncome-tax on the rest
of his income and also his yacome for liability to super-inx,

58. = f income above o
certain . {13 designed to
remedy here un assessee

with an inconte just in excess of one of the stages 1 the Finance
Act and therefore liable to pay income-tax at s higher rate than
if his income were just below that stage, found himself, after the
payment of the tax, worse off than he would have been, had bis
taxable income been below that stage.

Illustration.~The amounts of tax gives 1w the illustrations
below 1nclude surcharge of 25 per cent imposed by the Indan
Finance {(Supplementary and Extending) Act, 1931, except m
the case of incomes befow Rs. 2,000, Tax on icomes between
Rs. 1,000 and 1,997 has been calculated at 4 pies in the rupee

Tax paysblesf Tax payable
tion 17 had under

Income
not been possed  sectrm 17
999 . N Nil
1,000 - . 2013 10
1,00 P 214 210
1,992 . 4110 1110
200 . 82 4210
2020 BN B 815 6210
4,999 N 1955 195-5
5,000 . . 230 1965

The marginal relief allowed under section 17 and ihe esemptions
referred to n seetion 7 (1), proviso to section 8, and section 15 (1)
should not be regarded as alternatives. The correct method of
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the Government of India within the perlod specified m yule 10
along with a statement giving the details shown 1n rules 11 and 12.
Such deduect of tax are under sub-section (§) of section
18, treated as payments of income-tax on behalf of the persons from
whose income or interest the deduction was made and credit 1s given
to them 1n the assessment of their income 1f an assessment 13 made
of their other income. The form of return of income that has to
be made under section 22 (2) prescribed in Tule 19, therefore, pro-
vides for the tax previously charged upon the income being set off
agamst any sdditional charge, while section 48 (3) provides as an
alternative for a refund 1n cases where the rate deducted 19 greater
than that applicable to the total income of the nesessee,

Section 18 (2) (a) of the Act provides that all pgyments on

and.on behalf of Government
1ch tax 1s deducted at source

United Kingdom or a Colony
o Government servants on leave in the United Kingdom or the
Colony has been exempted from tax, wide paragraphs 17 and 27.
Auy sterling overscas pay or other sum that may be paid un the
Untted Kingdom or a Colony to an officer on leave 1n the Umted
Kingdom or the Colony on account of his salary while on leave 1s,
tberefore, exempt from income-tax The fact thai a part of the
leave salary 18 drawn 1n India does not affect the exemption of the
balance drawn in the United Kingdom or a Colony 'The part of
the leave salary that is paid 1n sterling m the United Kingdom or
a Colony to an officer on leave 1n the United Kingdom or a Colony
should not, therefore, be 1ncluded 1 the meome from which tax 13
deducted at source by the officer paying him the rupee portion of
the leave salary m India. The same principle applies to other
payments falling under *‘ salaries ”’ within the meaning of section
7 of the Act made partly mm India and partly out of India and
exempt under any notification _issued under section 60 of the Aet
™o cor T ~ ' ' an officer on
respective of
\lso vacation
N on vacation
therein.

Any person required to make & deduction under section 18 whe
tails to do so, may himself, under sub-sectzon (?) be deemed to be
personally in default in respect of the tax while he 13 also Hable
to be prosecuted for an offence punishable under section 51 (a)
penalty can also be imposed under section 46 (7) for such default

Persons making deductions at the source are indemnified for the
deduction under section 65

The provisions of section 18 do not apply to super-tax (section
58).

The provisions of this section ¢bviously cannot apply to cases

—
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convenience of themselves and their employés as, 1f such rebate 1s
ot given when the tax 15 deducted at the source, 1t may be claimed
by the employé in the following year, if he s assessed under sec-
tion 23, either as a refund or as a set-off agawst auy amount due
by him. )
2 As regards the meaning of the word * salaries ” seo paragraph
For the deduction from ‘* salarzes >’ of arrears of tax due see
paragraph 91.

81, Deduction at source of tax on *“interes on securities > —
{See paragraph 28.) The only t of the G

of India (other than income-tax free securities) from the interest on
which income-tax 13 not deducted m advance are Treasury Bills

As the person paymg interest on securities has no mformation
regarding the total income of the person to whom the payment
is made, section 18 (3) provides that deductions of income-tax from
““ interest on securities >’ shall be made at the maximum rate fixed
by the Finance Act. Where the total mcome of the person receiv-
ing the interet on securities is less than the income to which the
maximum rate applies, he 13 entitled, under the provisions of
section 48 (3), to claim a-refund  In order to sm}phfy the proce-

issued ldxy local authorities and compantes and covers the case of
securities payable to bearer. It frequently happens, however,
that security-holders hand over their securities and bonds to their
bankers for collection. In that event the certificate given by the
person deducting the income-tax from the security would be given
to a bank for a whole block of securities In such a case the
Income-tax Officer should nccept a cerfificate from the bank 1n the
fellowing form, and act upon 1t as if it were o certificate re.cewed
direct from the persons deducting mcome-tax from the security —

# VYo hereby certify that interest on the various securihies specified on the
back hereof was collected by us on behalf of an
that we recerved payment or were credited with the proceeds thereof (less
incotme-tax) 23 stated on the other side amounting to Rs

The «ecurities specified are covered by certificates 1ssued to the Bank under
section 18 (9) of the Imcome-tax Act, 2822

Bignature of Banker
Address
Date

To be signed by the clamant

|

——
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total income. In such cases the Income-tax Officer may 1ssue o
certificate authorising the person paying the interest on securities
to make no deduction of tax or to deduct tax at a lower rate than
the maximum. The certificates wall be granted to residents outside
British India by the I tax Officer, Ni id Refund
Circle, Bombay, and fo others by the Income-tax Officers concern-
ed. Such a certificate might be in the following form:—

Income-tax Office

Dated 193 .
“To

T boreby authorise (1)

to deduct moome-tax at the rate of (2) pies 1 the rupee
when paying the interest on the following securities to their present holder

. This authomsation will Temzn 1n forco until
cancelled by mo.

k/ \
(1) Name and address of person paying the mterest (%) Rate of Income-

tax sanctioned (3) Name of person recerving interest
Income-tax Officer,

Description of seenrities

Such certificates when 1ssued should remain in force until they
are cancelled and should not be required to be renewed annually.

When the owner of a securrty to whom a certificate is granted

of the security granted by the Income-tax Officer becomes inoper-
ative. To avoid the possibility of paying officers refusing to act
on the exemption certificate in such circumstances, Treasury Officers
have been instructed to act on such certificates, when presenfed 1n
Tespect of securities that have been endorsed to banks for collection
of the interest, if together with the exemption certificate a declara-
tion by the bank is presented to the effect that the security con-
tinues to be the property of the person named as the owner in the
esemption certificate.
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The Income-tax Officers mentioned will in turn grant esemp-
tlon certificates 1n the form prescribed in paragraph 61, The
exemption certificates will be 1ssued in dnpglcate 1 regard to
securities in the form of sfock certificates or I'ramussory notes, one
copy being ent to the State or the luler concerned and ths other
for purposes of registration direct in the case of stock certificates
to the Public Debt Office of domneile where the stack certificate 1s
registered and in the case of Promissory notes to the Public Debt
Office or the Treasury Officer responsible for paying iaterest there-
on

As regards 1_3_91:_1_%1;]}_@&3, the certrficates will be issued in triph.
cate, the origina ewng sent to the State or the Ruler concerned,
the duplicate copy to the treasury respomsible for payment of
ccupon refating thereto and the tripheate copy to the {”uhlm Debt
Office within whose sphere such treasury is situated.

The exemption cerhficate pertaining to securities in the form
of promissory uotes or bearer bonds piven to the State or the Ruler
concerned should be produced before the Public Debt Office or the
treasury each time the promissory note or the conpon attached to
‘the beaver bond is presented for payment of mnterest

In the cnse of stock certaficates or promissory notes, an exemp-
tion certificate will remain vahd until either

{a} it is cancelled by the Income-tax Officer, or

(b) the security is transferred to some other person than the
State or the Ruler 1n whose name 1t stoed at the time
when the certificate was 1ssued, or

" (¢) the security is changed from one form into another, e g,
rom a stock certificate 1nto promissory notes or bearer
bonds or vice versd, or 13 renewed.

In_the case of bearer bonds, a fresh certific
$2_cover each_interest payment.

The above orders refer to Government secunities only, the
nterest on which is eserapt 1n the case of Indian States aa well
as Indian Princes or Chiefs as stated sbove As regards other
.securities, 212., those of local nuthorties and companies referred
to in section 8 of the Act, only Indian States are exempt In
order to have exemption certificates for such sccurities, the State
cencerned will simularly send a certificate stating that 1t is the
awner of the securities for which exemption is clarmed through its
Political Agent or Resident to the Incomestax Officer within whose
jurisdiction the Public Debt Office or the office of the local autbority
or company is sitaate and on receipt thereof that officer il grant
an exemption certificate in accordance with the ahove directions
sending & duplieats thereof at the same time to the auﬂmr’ny
empowered to'pay interest on the securities concerned Nothing
ir these instructions relates to dividends of companies.

11 be_required.
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’Immzun Basg or Iwoia, DerosrTans’ DEpARTMENT,
i

Celeuita 153
Superintendent.
Description Datoof | Datgor | Amount
of Holdmg, | Peod | Slmton | openler |77 '
shazes. apt e, | dvidenda, Jamdends.

To be signed by claimant,

I hereby declare that the shares on which dividends as above
specified hayve been received are my own property, and were in the
possession of the Imperial Bank of India, Calcuita, at the time
when these dividends were realized.

Signature.
Date

63, Certificate by o company to shareholders recewving divr-
dends. (Section 20.}—The profits of & company are charged to
i tax at the i rate tive of what the amount
of the profits may be (see Finance Act), and the shareholder of &
company is, under section 48 () of the Act, entitled ta chim a
refund on proof to the Income-tax Officer that the maximum rate of
jncome-tax 8 greater than the rate epplicable to his total

N.B —The safe custody Tecerpts and the Bank’s pass book to ba produced
1m gopport of any claim
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certificates that tax has been levied in respect of the dividends at
the rate current on the date on which the dividends were declured
since this is the rate to be taken mto account in deahng with a
claim for a refund under section 48 (IJ.

The form of certificate also provides for cases such as that of
the tea compames which do not pay income-tax on their entire
profits and gains distributed as dividends.

The smount of income-tax so assumed io be payable by the
company 1 respect of the dividend declared has, under the provi-
sions of section 16 (2), to be added to the net dividend recerved 1n
caleulating the total income of the individual shareholder

The following nstructions may with advantage be followed by
persans granting certificates prescribed by section 20 of the Act+- -

(1) The statutory form of certificate of deduction of 1ncome-tax
prescribed by rule 14 of the Indian Income-tax Rules
should invartably be used

{2) Either (a) the certrficate should be printed on the same
afheet of paper as the actual warrant with a hne of per-
- g helt SRR WA e,

d
e
b

Taes

behalf of their constituents and companies send the
banks consolidated dividend warrants i payment of all
the dividends due in respect of the block of shares for
which the bank 13 acting, and at the same time send
separate certificates for’the share-holders by whom the
shares are owned. In such a case 1f certificates are
issued to a Bank for say twenty constrtuents, relating to
dividend warrant No. 1, the certificates should be num-
hered by hand 171, 1/2, 1/3 to 1/20

(3) The practice adopted by certain companies of ether attach-
ing red slips to the certificates drawing the attention of
reciprents o the need for themr careful preservation for
a year or two or of printing this caution in red ink on
the face of the certificate may be generally followed

(4) A note should be printed on the certrficate to the effect that
share-holders may claim refund of tax under section 48
(1} of the Act i respect of their drvadends :f their
personal rate of tax is less than the maximum rate

64. Annual return of employés. (Section 21.}—Under section
21 read with rules 15, 16 and 17 & return in the form prescribed m
7ule 17 must be made of all employés deriving an income of Rs
1,000 per anuum or over by the Government officers ‘mentioned 1
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rule 10, by evesy privats wmployer and by, in the caw of joonl
suthorities, compatics of other public bodie or gsoristions, the
* prineipal ollicer ™" (een prrageaph 7} Cor the prevcsiled prrann 7,
The proviaen that in the jat mentioned ense the return is {5 b
made rither by the ?mm—qmi atheer et " the preonbed proon @
is devigned to avald diffieulties expesictesd particolariy in the cara
ol vumpagirs, ewing e the provition of J‘w Xrt of IR which
tmuim)l that the tetarn ahw{fi alwnys be made Ly the * principal
ofiers ', Whete p enmpany, for exsmple, bay gat several pluewse
of bumpens, 18 may be mope consenient ot the eompany that the
teturne nnder s geriion should be made o n;r ths prieeipal
officer st the hrmieirenﬂat\» of the emmpany but by ofiesss ot diflereny
braecbes, ntes thi portienlar retnrn has s s rile (0 b gmadde 1
the foral foounedny Officer, ¢ ¢, 4o the [ncomedtne (Hirer p? the
place whers the employés bappes (o peaide, The Hsbility fos
taaking this reintn temmine rder eention U1 with the principal
efirer unlers anather petion s prerraibed tn the eane of partiesisr
enpantes.  Burk a permon maet be preseribed by meanc of o rale
mada he the Central Boned of Heverge {ocs seetinyg ¥ {15 and
ercten 59 (81 (ey] The obgert of the retren te to eeable Tnomee.
tas (Hficars th wee that the tax bhase bern Jedurted 82 thn e
under errtian 18055 20 arranpe for sdjastrmenle whete the ealiee.
tizny af the eontre Base go) been roade envreetlr and tn moeer
*amlaried T petsene andes certing U3, mhiethes the tax bas bern
collerted af the sonr e e 6o, whers the enlasied perens huvp pther
snesiene thae ¢ exlaey O

Thie erctisn prescetbes at the retnrn e be delivered 14 the
fecnmetas Vfees bgt doee oot etate to what pastiralar Premnstng
Ofices the peturn shoebl te wade Fasre loeomeday O%rer los,
anider the prossasne of eevtion 64 (8 all posens cranferted biv o
sder the Art on an Incomedas Officer in teapect of gev {nvnme
srrtming of arivgg of feeetved withan the neea fur which be is
apprnted, trteerfire of whether the particalay inrone fs aieased
by birm or ent Io @t cxema o (s ennvendent that thic retarp
ehrald be euads to the Inonee.tay NFoer of the ares in whisrk the
exmploses peands bat in e me rmeen ot tpay b miore conveniest that
tho setnrm ehonbd bx eoade o the Ineometsy (Hhng of the arey
i owhirk the beadyearters of a wide epread boaines i sitmated,
It te fne the lecemmelar Camrmiseaser sty enrly doubeful enan ta
drenle to wbat partienlsr Teevmetar Offirer this oetnrn aboald be
$2nl.

The ovinen presnibed qoler thie wetion (2 the retum of all
emplords whe dening the perind ol 12 months ending 0382 Mareh
Jxat swers in reeerpt of walary of £ot Iras than the gi!“%t;bﬁt} ureannt
nal Ba 100wy, ;,,,m; the retarn must be furmidhed tn the Incomwdax
OFerr in the proper farm Vbefore the Tt of Moy, The oblipation
to rake this relure i a statntory one and no preliminary potiss
6r regnest feam the Incometax Officer is required. Failure ta
furnish this return is punithable nnder aection 61 fe) of the Act.

65, Return of ineeme by eompanirs. (Section 82 (N VTha
veturs of the tntal inrome of & company madt be fueniabed to the
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Income-tax Officer before the 16th day of June in each year in the
form prescribed in rule 18, which also contains the form of the
verification of such return. The qblimation to make this return is
o statutory obligation upon the * principal officer ”” (see paragraph
7) of the company, and it is not necessary that the Income-tax
Officer should send any preliminary notice or request to the com-
pany or the principal officer concerned. Failure to furnish this
return is punishable under section 51 (c) of the Act.

68. Return of income by persons other than companes.
gS:clum 22 (2).]~The form of return of total income of individuals
rms or Hindu undivided families is presenbed in tule 19 which
also prescribes the form of the verification of such return. In this
case no statutory obligation rests uwpon the individual, firm or
Hindu undivided family to make such a return until & notice has
first been served by the Income-tax Officer requiring such a return.
The notice must allow a period of 30 dayas for the furnishing of the
return. If, however, on receipt of such notice, the return is not
furnished withm due time, such failure to make a return is
punishable under section 51 (¢) of the Act.

A return under section 22 on which the word *‘ loss ** has been
written, without any figures, or in which * n:l’ has been entered
against ench item, is not a valid return (ef. Calcutta High Court
case Ram Kissendas Bagr versus Commissioner of Income-tax,
Bengal, IT Srinivasan’s Tax Cases, p. 324). If, therefore, such o
return is filed by any person, the Income-tax Officer can proceed
after issumg a notice under section 22 (), and malking enquiries,
to assess him under section 23 (#) if he finds that such a course is
Jjustrfiable.

87. Consequences of fmlure to furnish a return of ncome.—
Where a return 1s not furnished in due time, whether it be a
statutory return which companies are required to furnish by the
15th of June under section 22 (I), or whether it be the return
which other persons are required to furnish under section 22 (2)
on receipt of a notice from the Income-tax Officer calling upon
them to do so, the person fatling to make the return is not only
Tiable to be prosecuted under section 51 (c) but no appeal lies under
the proviso to section 30 (Z) of the Act against any assessment made
by the Tncome-tax Officer upon the company or other person failing
10 make a return  In the case of a registered firm, the Income-tax
Officer may also cancel its registration but not until 14 days have
elapsed fram the issue of a notice by the Income-tax Officer to the
firm intimating his intention to do so.

Failure to make o return, therefore, deprives the person at fault
of any remedy whatsoever agamst the assessment subsequently
made, except the remedy specified in section 27 TUnder that
section a person failing to make a return may within one month
after the recerpt of a notice of demand of the tax apply to the
Tncome-tax Officer, and if he satisfies him that he was prevented
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duced evidence of the correctness of his return. If an assessee fails
when required by an order under section 23 (2) to attend or to
produce evidence 1n support of his return, he 1s not Lable to any
penalty under section 51, but failure to comply with such orders
has the result of placing the assessee in exactly the same position
as a person who failed originally to make a return [see section 23
(4)], that is, he may not appeal aganst the order of assessment or
take any action other than action under section 27 as described m
paragraph G7. If the assessee is a regustered firm, the Income-tax
Officer may cancel its registration.

Under section 23 (3), the T tax Officer 13 emp d to
utilise an{ evidence bearing on the assessment which he may
obtain of lus own motion, while under sections 37 and 38, he can
enforce the attendance of any person for this purpose and compel
the production of the information that he requires.

The following special instructions should be observed in calling
for information from railway admenistrations:—

(1) The information must be relevant to an individual assess-
ment Income-tax Officers should not, for instance, ask
for a plet t of all fis ts to or from
a particular station

(22) The demand for information must be couched in definite
terms For instance 1t must state whether the particn-
lars are required with regard to outgoing er incoming
consignments and name the stations with regard to
which the inf 101 should be collected

{12) The requisition for information should always be sent to
the Agent of the Railway administration concerned.
There 18 no objection, however, to Railway officers fur-
nishing inf ion direct to the i 1; horiti
without the intervention of the Agent where the Agent
has no objection to their domng sa.

Section 37 gives power to call for railway books

Except as provided 1o section 19A and Rules 42 and 43, e
company should not he required to furmsh the‘I:xcoﬁxe-tax Olﬁper
warc. Fh . ¥ ' *

ey gy - 1 ne ()

T [ H "~ 2 -
cular pericd Such a duty would be burdensome to the company
with no corresponding advantage to the administration. It 15 for
this reason that in section 89 of the Act provision 13 made that the
share reguster, the Tegster of debenture holders and of mortgagees
of any company are open to the inspection of the income-tax
authorites, who may also take capies or cause copies to be taken
of any entries in such registers. Since the power to mspect, and
take copies of such register is specifically conferred by section 39,
no income-tax authorities utilising these special powers can be
called upon to pay any fee for inspection or copies under the Com-
panies Act.
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it 1s.ncc0n!ed ‘prageed‘to‘_ﬂssess accordingly. The Assistant Com-
¢
i

Section 23-A is not one of the sections mentioned in section 53,
Conseguently ¢ Income-tax ™ in section 23-A (I) end (2) means
“ Tncome-tax and super-tax . It follows that the Income-tax
Officer under these sub-sections must refram from deterraming the
emount of their income-tax or super-tax payable by the firm, esso-
ciation or company.

q2. Set-off of loss under one head of ncome agmnst ncome
under another head.—Under the Act of 1918 xt was the aggregate
amount chargeable under each of the separate heads mentioned 1n
sections 7 to 12 of the Act that determined the total and tazable
1mcome of an assessee, so that when a person carried on a trade or
profession and also had an 1ncome from house property, if he had
actually incurred o Joss from the trade or profession, the figure
N oo #41 - wam-~-i- -mount of the
Under the

e

way now be charged aganst

year. No claim ean, howerver,

who has heen admitted to the .

off under sub-section {2) of section 24 1n respect of hus share of the
loss sustained by the firm  See paragraph 10.

Sub-section (2) of section 24 only applies specifically to the case
of a registered firm but the Madras High Court has held that under
the provisions of section 24 (I) a partner 1 an \mreilstete\i firm 18
entitled to set-off his share of the net loss icurred by the firm m
the same circumstances and to exactly the same extent as a partner
in a registered firm. It has been decided to accept thut decision.
The result is as follows. A firm owmng property or having income
from a business and being 1n receipt of interest on securities would,
under the provisions of sub-section (7), be entitled to set-off a loss
from the business against its mcome chargeable 1n respect of 1uterest
on securities under section § or property under section 9. But it
might happen that a firm might imeur a net loss, m which case 1%
would mot be liable to tax.  Sub-section (2) specifically provides
or such a case.

Ilustration.—A firm has property the ammual value of which 15
Rs, 2,000, hus income from mterest on securties amounting to
Rs. 1,000 and carries on o busipess from which it incurs 1o one yeat
a loss of Re, 10,000. The firm 18 entitled under the provisions of
sub-section (1) of section 24 to set-off the loss from business agamnst
the annaal value of the property and the interest on secunties, and
its total income would be minus Rs 7,000, A who is a partoer m
the frm having a share of one-balf in the profits thereof, has other
personal income of Rs. 6,000 from interest on securities. He is
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of tke sharebolder or partner; but it is so included—section 16;

and (B) the sharebolder or partner could m no circumstances be

T M e e e but under section 14 (2) he is

sens that the company or firm

such income from dividends

.- . s of the heads in section 6.

Income from dividends should evidently be regarded in the hands

of the shareholder as income from * Other sources,” while income

from & firm should be regarded i the hands of the partner as

income from ' Business”’.” On the other hand the partmer or

shareholder is not an ** assessee ** 1 respect of such 1ncome unless
the firm or company has not been assessed.

3. New’ business.——As stated in paragraph 14, assessments
under the Act are made on the profits of the ** previous yeor ”,

T L= asa
year
. xcep-
tion is that referred to in the next paragraph.

74, Businesses closing down —The only exception to the gene-
ral rule that assessments are made on the profity of the previous
year ig contained in section 25 (I) where, in arder to guard aganst
& possible Toss of revenue owing to delay 1n making assessments on
the profits of businesses, professions or vocations that close down
during the course of a financial or commercial year, it 13 provided
that 1 such cases in addition to the assessment on the mncome of
tBe preceding year o further assessment may be made in the year
in which a bustness, profession or vocation 1s closed dow'n, on the
income of t e /9 of that section imposes a
statutory ob. . * seal cess, profesvion
or vocation 1) * - ‘ hin 15 days of
the discontinuance.

It is to be noted that these provisions apply only to businesses,
professions or vocations, that is to say, to profits or gains taxable
under sections 10 and 11, end further, that they only apply to any
business, profession or vocation on which income-tax was mot at
any time charged under the proviuions of the Indian Income-tax
Act, 1918. They do not apply to any business, profession or voca-
tion on which income-tax had been charged under the provisions of
that Act, as these are subject to the special provisions of section 25
{3) which are described below.

The ,power to make this additiopal assessment under section 25
() is a discretionary power which may be exercised whether the
business, efc., 18 a purely temporary business commencing and
closing down in the same year, or whether 1t 13 & business that has
been 1m existence and has been previously taxed under the present
Aect. It should only be used in cases where there is reason to anti-
cipate that the tax may not be collected unless the aissessment is
made 1n the year in which the business, etc , closes dawq Whgre
there is Teason to believe that there will be no difficulty in making
the assessment and collecting the tax in the usual manner, that is,
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Where a business, profession or vocation is completely discon-
trnued and 15 not merely t. £ d from one p or set
of proprietors to anotlier, the person who carried on the discontinued
business is responsible for the payment of the tax, and where the
proprictorship was vested 1n n firm, section 44 specifically provides
that the persons who were members of the firm on the date of

such disecoptinuance, are jointly and severally liable to any tax
due from the firm

5. Change n the constibution of a firm. [Section 26 {I) }—
As amended by Tncome-tax Amendment Act IIT of 1928, section 26
now, consists of two parts, the first part dealing with changes i
the constitution of a firm and the second part with changes m the
ownership of a business, profession or vocation Under section 26
{1) the assessment op the firm and on the members thereof shall,
subject to the provisions of tlus Act, be made as if the firm had
been constituted throughout the previous year as 1t 1s constituted
at the time of making the assesaent and as if each member had
received the share of the profits of the year proportionate to his
interest in the firm at the time of making the assessment, For ex-
ample, if * A’ happens to be a member of a firm when an assess-
ment is made in the year 192223, even 1f ‘ A’ has newly suc-
ceeded to the partnership just before the sssessment 33 made, he 18
deemed, for the purposes of both mcome-tax and su{:er-tax, to have
recetved out of the profits of the year 1921-22 (which are the profits
assessable in the year 1922-23) the share to which he would have
been entitled had his share 1o the firm been the same as 1t was 1
1922-23 when the assessment was made.

75-A, Succession. [Section 26 (2) ]—This sub-section applies
only to cases in which a busmess, profession or vocation has changed
hands. This sub-section 1ncorporates the decision of the Privy
Council in the Western India Turf Club case The assessment
should be made on the successor as though be had been carrying
on the business, prof or vocation througl the previous
year and as 1f e had received the whole of the profits for the year,
The rate of tax payable will depend on the status of the successor
and not on that of the predecessor

If two or more firms amalgamate and are taken over by a new
company, or 1f a company already in existence takes over one or
mote firms any loss of one firm can be set off against the profits
of another firm or of the company or wice versd in taxing the com-
pany in the first year after the succession A single assessment
should be made on the successar in zespect of the profits of all hus
predecessors and of himeelf, if he existed m the previous year,
taken together. °

Where a concern splits up into two or more concerns, each of
the latter should be assessed on the profits in the previous year of
the corresponding part of the original busmess n the manmer
apypropriate to its status {1 ¢, whether it is a firm or a_company,
eic) when the assessment is made Where a person disposes of






223 L7118

i to the t both of 1 tax and super-
fax should be made simultaneously.

8. Appeals to Assistant Commissioner.~—The cases in which
an appenl may lie to an Assistant Commisstoner against the orders
of an Income-tax Officer are specified m detail in section 30 As
stated in paragraph 67, it 1s necessary that every effort should Le
made to get tax-payers to file returns of mncome and the restrictions
on appealy contained in the promiso to section 30 (I), whien
defimtely forbid the entertainment of any appeal against an assess-
ment where the Income-tax Officer bas been compelled to make the
assessment under section 23 (£) [t.e., 1n cases where an assessee
has failed to make a return or has farled to produce s accounts
when called for or has failed to produce any proof of the accuracy
of his veturns], should be rigidly adhered to. Under no circum-
stances may any appeal be entertained 1n those cases,

Section 30 now allows appeals to the Assistant Commissioner
apainst the refusal of an Income-tax Officer to re-open a case under
gection 27 and_also against the orders of an Income-tax Officer
imposing a penalty under section 25 (2) or section 28.

When an Income-tax Officer has refused to register a firm, no
appeal hes to the Assistant Commussioner of Income-tax under
section 30 of the Act against non-registration, whether from the
firm itself or from any partner who regards himself as aggrieved;
similarly, no partner 1 a firm 13 entitled to appeal under that
sectionag = 7 T o e v '
be taken 1
the firm
against a
ment, and the decision that & hirm 1s or 1s not entitled to registra-
tion 13 not reached in those proceedings but 1n separate proceedings
under section 20A.

Commissioners of Income-tax have power under section 34 to
terfere with an Income-tax Officer’s arder registenng a firm or
refusing registration.  Any party dissatisfied with any order of an
TIncome-tax Ofhcer passed under section 26A, may therefore n])gly
to the Commissioner of Income-tax to review such order under
section 33,

Where the determunation of the precise amount of loss sus-
4ained by an assessee in a particular year 18 material, for example,
wwhere the assessee is o firm and the amount of loss sustained by
the firm aftects the assessments of the partners, or where the
amount of depreciation that can be carried forward 1s affected,
an appeal should be admitted under section 30 agaimst the Income-
tax Officer’s decision as to the amount of loss unless, of course,
the case has been decided under section 23 (4).

The form in which an appeal must be presented to the Assistant
Commissioner i1 specified 1n rule 21 and that form must alsa be
verified 1n the method preseribed in the same rule, Any false
statement 1n the said verification is punishable under section 52.

INCOME-TAX 1
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assessee’s income from any source that did not escape assessment
at the original assessment,

BO. Appeals to Commissioner —No second appeal lies from
orders passed by an Income-tax Officer. One appeal 1s allowed 0
the Assistant Commissioner under section 30 The only cases in
which an nppeal may be made to the Commissioner are agamst
special orders passed by an Asuistant Commissioner himself, vez,
an order imposing a penalty under section 28 or an order enbancing
an assessment in the course of an appeal No appeal lies to the
Commissioner in any other case

8L, Comwussioner’s power of reviston (Section 33) —The
peried within which an Income-tax Officer may assess ncome that
bas escaped assessment 15 restricted by section 34 and the time
within which an Income-tax Officer, Assistant Commissioner or
‘Comimissioner of Income-tax may correct a mistake apparent on
the face of the record by section 33 The Comamissioner acting
under section 33 cannot extend this period of limitation though

e can revise, after it has expned, action validly taken within
jt. If a Commisuoner of Income-tax desires to exercise hus
power of revision 1n any ease where more than a year has elapsed
since the passing of the last order by the subordinate authority
he should not do so without first consulting the Central Board of
TRevenue.

Where in consequence of any appellate or revisional order, or
any deciston of a High Court on a reference, the assessment of a
firm is modified in a manner entitling any partner to a reduction
of the tax imposed on lim mdlndunﬁy, and for any reason such
relief cannot be given by the Assistant Commissioner in the exer-
cise of hus appellate powers, the C of Income-tax should
make the reduction under sectron 33 regardless of the period of one
year mentioned above.

The Commissioner need not make a persenal enquiry, 1f any
enquiry 15 necessary, before exercising his powers of revimon. He
may cause an enquiry to be made by a subordinate officer,

The power conferred by this section on a Commussioner can
only be exercised once in any particular case A Commissioner
who hog once ‘“ declmed to nterfere ”” under this section is de-
barred from subsequent action under that section just as he would
be if he had passed an order modifying the assessment.

An order under section 33 merely declining to mterfere 13 not
an order * prejudicial to the assessee ’ A Commissioner 1s
therefore not bound to hear an assessee or his representative before
Te)ecting o revision petition. The Aet, of eourse, does not contem-
plate such petitions.

The decision of a Board of Referees under section 33-A 1s not
subject to appeal to any Income-tax authority ond cammot be
revised by the Commissioner in exercise of his powers under sectior

"81.A. Reference to Board of Referees. (Section 33-4)—No
time is prescribed in sub-section 3 of section 33-A within which

. 12
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1

1f 1t appears at any stage of the proceedings that no mcome
has escaped asgessment or been assessed at too low a rate, the In-
come-tax Officer must promptly stop the proceedings Tt s not
mtended that when a man has concealed part of his income and
the Income-tax Officer 1s proceeding to assess the mcome that has
escaped taxation, the as<essee should be entitled to have an assess-
ment that has already become final re-opened. Still less 1s 1t
intended that the Income-tax Officer should be invested with wide
powers of revision or review merely because he has formed a mrstaken
1mpression that certamn income has escaped assessment or been
assessed at too low & rate  His powers under section 34 can never
be used, therefore, to effect o reduction of tax already levied

When income that escaped assessment or was assessed at too
low a rate is subsequently assessed or fully assessed, the proviso
to section 34 males it clear that the rate applicable to such assess.
ment or re-nssessment 1s the rate n force at the time when the
income should origmally have been so assesced

As regards appeal against an assessment under section 34 please
see last sub-paragraph of paragraph 79

83. Rectification of mustakes in assessments  (Sechon 35) —
The power _conferred upon the Commussioner or Assistant Commis-
sioner of Income-tax or the Income-tax Officer by section 35 to
rectify a mistake, whether on his own motion or on’the application
of an assessee, 1s_confined to_the rectification of mistakes patent
from the facts or documents which were before him when he passed
his revisional, appellate or original assessment order, as the ease
may be  This section does not confer on the Officers general power
of review or authorise any assessee to mtroduce any new facts
in comnection with the said assessment An Income-tax Officer
should not correct mistakes 1o cases that have been dealt with by
the Assistant Commussioner on appeal or the Commissioner of
Income-tax in revision without o reference to the Asmstant Com-

i or the Com of I tax as the case may be.

84. Climination of pres from assessment —Section 36 provides
that m mmcome-tax assessments or refunds fractions of an anna less
than six pies shall be disregarded, and fractions of an anna equal
to or exceeding six pies shall be regarded as one anna This
provision has been made for the purpose of eliminating fractions
of an anna from the accounts

Income-tax Officers should also be instructed not to attempt to
work out the Income-tax due onr fractions of a rupee Frachons
of & rupee 1n income should be entirely disregarded

85. Income from properties or securties, otc, held under
Trust  (Sections 40 and 41)—Where any  propertv” (in the
widest sense, but evcluding a business) 13 held under Trust, the
owner of that property, for the purposes of the Income-tax Act,
13 the beneficiary and the mcome 15 the mcome of the benefierary.
The Act does not permit of double taxation in the case of Trusfs,
112, once in the hands of a trustee and agamn 1n the hands of a
beneficiary  Under these sections, the guardians, trustees, agents,
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firm, Its inclusion in hus total mcome may raise the rate of tax
leviable on the remmming 1ncome of a beneficlary or render that
1ncome liable to super-tax The Trust mmcome in the hands of
the beneficiary should not 2tself be subjected to super-tax a second
time, 1f 1t has borne super-tax 1n the hands of the Trustees, though
legally it 1s liable to be so subjected

1f such o business 1s conducted by a smgle Trustee, the same
principles will be appled.

86, Non-residents. Income other than from business.—Under
section 4 (I) tax is payable 1 respect of all income, profits or gains
acermng or ansing in British India or deemed under the provi-
sions of the Act to accrue or arise or to be recerved 1n Brifish India,
whether the recipient resides 1n British India or not There 13
httle difficulty regarding income arsing m DBritish India and
recervable by non-residents under the heads * salaries,”” “‘ interest
on securities,” “ property,” “ professional earmings,” or  other |»
sources "' In_cases of income from ‘‘ interest on securities ” and,
“‘ salaries * 1ncome-iaxjs deducted at the source, and 1 the case
oI iiEsme under the other heads a non-resident 15 usually repre-
sented by an agent [section 42 (7)] No difficulty has been
experienced 1n deterrairing whether income under any of those
heads 15 taxable .

87. Non-residents Income amsing from lusiness wn India —
There 18 no precise definition in the Act which can be used as a
test for determining in every particular instance whether a non-
resident is or 1s not carrying on business 1n Bratish India and how
the amount of taxable profits 1s to be arrived at  Section 42 of
the Act contams special provisions regarding non-remdents, and
rules 33 to 35 prescribe the manner in which and the procedure by
which the income, profits and gains may be arrived at in the case
of non-residents. Instances are given below of the method to be
adopted in deahng with typical cases

(1) Indwan branches of non-resident firms are liable to assess-
ment under the Act. In order to secure am accurate assessment
1n such cases, sections 22 (4) and 37 enable an Income-tax Officer
o require the production of the balance sheet and profit and loss
account of the firm as a whole i addition to that of the Indian
branch, and also to requre the sut ion of a detailed stat: t
of all the profits credited to the persomal account of the head
office on account of transactions carried out on 1its behalf In
some 1nstances, however, the form adopted for the accounts and
balance sheets of the head office or the Indian branch does not
enable the share of profita properly due to the Indian branch to
be accurately gauged, while there are certan firms which keep
no accounts at all exther at their head office abroad or at thewr
branch offices in India. Rule 33 gives Income-tax Officers wide
powers to determine how the profits of the Indian branch shall
in these circumstances be caleulated and enables them to fix as the
mcome of the Indian branch for assessment purposes either a
percentage of the turn-over of the bummness done by the branch
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the nature of a regular agency should exist in order to make the
profits of a non-resident chargeable 1 the name of an agent.
They are so chargeable even when the only connection between the
non-resident and the person acting as his igeut 1s that that person
15 ordinanly and regularly employed as an agent by the non-
resident. The Government of India do not, however, desire that
in practice the hability to assessment should be enforced except
where something definitely of the nature of an agency exists and
in particular no attempt should be made to tax the profits of a
consignment busmess pure and sumple, merely because the non-
resident constgnor habitually uses a particular resident as hus agent.
In all cases 1t will be a question of fact whetber the connection
between the non-resident and the resident rs such that an agency
can be Leld to exist. ‘“ Agency ”’ for the purposes of this section
should be interpreted to mean a regular, not casual, agent and one
whose relation to the non-restdent prineipal 13 such that the prn-
cipal may reasonably he held to be trading ** 1n the country ’” and
not merely “‘ with the country . If, for example, there 13 no
privity of contract between a foreign principal and a resident who
purchases the foreign principel’s products through another resident
or if the resident vendor has to bear any bad debts ansing out of
such transactions, the resident vendor 13 not to be treated as the
agent of the non-resident. Even 1f a non-resident does not bear
bad debts, he will be considered ta be trading 1n the country (zf
there 1s preuily of contract) if the agent recerves a del credere com-
mission, ¢e., an additional commission in conwderation of
guaranteeing the non-resrdent against bad debts, or 1f the rate of
commission 1% so unusually high as evidently to be intended to
wmclude o del credere commission though none 15 spectfically
mentioned It 15 doubtful whether 1t 15 practicable to formulate
for the guidance of Income-tax Officers any more definite principles
than those stated above; but the folloving examples may serve to
indicate the lines on which decisions should be reached —

(a} B, a dustaller in Glasgow, has agreed to sell to no one
India except A, his Apent, prowmided that A gives B
all or an agreed proportion of his trade A purchases
from B and sells to the trade at his own rates, and all
bad debts are A’s No attempt should be made to tax
B on ks profits  Fhis ponition, m spite of his supple-
meptary agreement with A, 1s merely that of o seller
to an Indian consignes who takes the risks or profits of
the {rade in India

(P) A, an Indian resident and a large supplier of mill stores,
has a monopoly for the sale in India of the belting of
a pon-resident B, A is pmd commisuon by B on all
orders he sends either for his own stock or msk or in
execution of orders obtained. He does not confine his
purchases of beltmng to B He stands all Toss from bad
debts and fixes the prices to be asked for the goods
Here again the position of B i< merely that of a seller
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manufacturing profits as well as on the merchanting profits—while
a foreign head office is not allowed to charge a notional commussion
to its branch or agency in British India on goods exported to the
branch or agency and sold by it in Brtish India

Ti it is desired to assess a non-restdent who has no resident agent
through whom such assessment can be made, and whose entite
income also cannot be taxed at source or mdirectly, & notice under
section 22 (2) should be served upon im as early as possible 1n
the year by registered post (acknowledgment due) allowing plenty
of trme for the return to be made If he then fails to make a
return, ar to comply with subsequent notices calling for the
production of accounts, etc., (1n which also ample time should Le
allowed for compliance), an assessment may be rade nunder section
23 (4). When serving such notices on a non-resident, he should
be mvited in a covering lstter to appont an agent i, represent
him for income-tax purposes in India.

A person whom the Income-tax Officer has decided, after due
notice and hearing under section 43, to treat as the agent of a
non-resident, 18 not entitled to appeal to the Assistant Commis-
sioner aganst the Income-tax Officer’s order until an assessment
has been made, But 1t 1s open to such person to petition to the
Commissioner of Income-tax against the Income-tax Officer’s order
before an assessment 1s made; and Commissioners of Income-tax
are authorised to dispose of such petitions under section 33 of the
Act

‘Nun»resldents w]gose income arises 1n more than one provinge,))

mo rarns

Non-tesidents whose income arises m a smgle province, and
who are assessed direct, and not through statutory agents under
Section 43 of the Act, will be assessed by a special Income-tax
Officer appointed by the Commussioner of Income-tax i each
province. ‘hen he starts assessment proceedings, the special
Income-tax Officer should mform the non-resident that if he is
entitled to any refund, he should £ill 1z the necessary forms and
present his claim to the T: tax Officer, N idents Refund
Circle. At the same time, the Income-tax Officer should mform
the T tax Officer, N d Refund Circle, that he has
started assessment proceedings against the person concerned, and
that the amount of any refund due should be communicated to him
for adjustment against the tax due from the non-resident. If the
assessee does mot apply for any refund, the special Income-tax
Officer should assess him without allowing any adjustment and

» recover the tax  If the assessee applies for a refund subsequently,
the Non-residents Refund Circle should consult the special Tncome-
tax Officer and should not make the refund unless the tax due has
alreadv been paid in full,
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the whole business, Indian and foreign, and furnishes the accounts
-af gross receipts, Indian and foreign, )

Some lmea do not furmish complete annual accounts for their
world business. They keep separate complete annual accounts for
their Indisn trade~that 1, for all *“ round voyages* to and from
TIndian ports. The proper course 1s then to apply the method just
deseribed tfreating the profits of the Indian trade and the gross
receipts of the Indian trade as though they were the *¢ world-
profits ” and the ‘* world receipts” respectively In fact the
‘business other than the Indian trade 15 1gnored.

A dufficulty sometimes arises 1 such cases owing to the fact
that the ships employed 1n the Indian trade are constantly bemg
changed TUnless United Kingdom depreciation is accepted as
indicated above a depreciation record Will have to be kept for
-every ship employed at any time m the Indian trade Deprecia-
tion must be allowed on each ship employed 1o the Indian trade 1n
a given yesr and the allowance must be & proportion of the annual
rate calculated with reference to the number of days spent i the
Indian trade whether at sea or 1n harbour  Any unabsorbed dep-
Teciation 1n any year must be distributed among the ships 1 the
Indian trade 1n that year i proportion to the capital cost of each,
and the unabsorbed depreciation thus allotted to any ship can only
be allowed 1n any subsequent year agmnst the same ship

The allowance should cease —

(a) on ships included 1n the fleet 1n the first year sn which
the Company becomes lable to assessment in India
{xrrespective of whether 1t was actually found to have
a taxable income u that year or not), after the twen-
tieth year beginning with that year,

(b} on ships subsequently added to the Company’s fleet, after
they have been borne on the fleet for 20 years

In both cases the period may be extended proportiomately,
-where the United Kingdom depreciation 1s allowed 1n ealeulating
the ** profits of the Indian trade ™ which take the place as already
-explained of the  world-profits *’.

Obsolescence cannot be allowed 1n these cases

89, British Shipping Companies—dssessment of —When as-
sessing British Shipplog Companies, the Income-tax Officers should
aceept a certificate granted by the Chief Inspector of Taxes i the
Unted Kingdom stating (1) the ratio of the profits of amy ac-
counting period as computed for the purposes of the United King-
dom 1ncome-tax computed without malkmg any allowance for wear
and tear to the gross earnings of the Company’s whole fleet and
the ratio of the United Kingdom allowance for wear and tear to
the gross earnings of the whole fleet, or (2) the fact that thers
were no such profits The exprestion  gross'earnings of the Com.
pany’s whole Heet' means the tofal receipts of the Shipping Com-
pany, excepting only receipts from non-trading sources, such as

income from investments. The following instructions should be
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an agent from whom the tax would be recoverable under section
42, Where there 15 no charterer the owner will be the principal
Where there 15 o charterer 1t will be a question of fact whether
he or the owner is the principal. The business of which the profits
are to be caleulated and assessed for income-tax under Chapter V-A
1¢ the business of carrying passengers, live-stock or goods shipped
at ports 1 British India, and the person to be taxed 1s the person
{referred to iz Chapter V-A as the ‘ principal *) who earries en that
Lustness, but does not resade 1n British India, and does not employ
any ageni from whom the tax would be recoverable under section
42 The criterion to be applied 13, “‘ who 13 the person to whom
or on whose behalf money 13 paid or payable on account of carnage
of passengers, live-stock or goods from a port 1 British India?”

Generally speaking, where there 13 what 15 known as a * Time
Charter,” under which the owners may be said to let the shap out
‘o the charterer for a fixed sum for a certain period, during which
the owners retain no further control over the vessel or her move-
'ments, the owners cannot be held to be carrying on business 1n
Brnitich India, or even to have a ‘ business connection > m Bnitish
Tndia, and are therefore not liable o Indian income-tax either
«ander Chapter V-A or under section 42

‘Where, however, the ship has been chartered under what is
known as a ‘“Voyage’ or ‘ Trip ’ Charter the position 19 different.
TUnder this kind of Charter party, the charterers are practically in
the posithon of brokers, who guarantee to secure a certain quantity
of cargo for the owners ab certain rates of freight If the full
amount of freight cannot be secured, the charterers are liable to
make good the d Any such defi ¥ 15 to be paid by the
.charterers to the Master, on behalf of the owners, 1n cash, munus
a certain percentage, at the tme and place of loading m India
Similarly, af freight 1s secured 1n excess of that stipulated, the
3faster of the ship 15 to pay such escess {o the Charterers, at the
time and place of loadmg, by demand draft on the owners on
London. The Bills of Lading are signed by the Master on behalf
of the owners, and the cargo as soon as shipped 1s therefore in the
constructive possession of the owners, and at their risk. The ship
ia usually consigned to the Charterers or therr agents, who look
.after 1ts interests when in port, and for doing so are paid a com-
mission by the owners The owners also pay brokerage In such
a case, the cwners are carrying on business yn' British India through
-their agent the Master, who receives cargo on their behalf, and
receives and makes pavments on therr account i British India,
and thus the owners having no reguler or permanent agent in
Brihsh Indin are liable to tax under Chapter V-A on the profits

-of the business conducted by the Master on their behalf

Tf o ship has arrived in a British Indwan port, exther on owner's
account or under a charter and the non-resident cwner, or the
-non-resident charterer, causes the ship to be chartered, or transfers
the existing charter, or effects a sub-charter of the vessel, as the
-ease may be, such a transaction, though 1t does ronstitute the
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Y

\ and, m the areas in which a special staff 1s employed where the

' powers for the recovery of munjcipal taxes or local rates have
proved 1nsufficient, the Income-tax Officer may, under section 46
(2), forward under his signature a ceraficate specifying the amount
of arrears due from an assessee to the Collector of the district, and

| the Collector of the distriet on receipt of such a certificate must
proceed to recover the amount specified i the certificate as 1f 1t
were an arrear of land revenue.

Where the defaulter 15 a salaried person the Income-tax Officer
may, under the provimons of section 46 (5), require the person
paying “ salary * to such sssessee to deduct from any subsequent
payments of ‘“salary ”’ any arrears of tax due from such assessee:
whether those arrears are due on account of tax on * salary "or o
1ncome from any other sources or on account of any penalty

The necessity for prompt collection of the tax should be m-
pressed upon Income-tax Officers since not only 1s delay m the
collection of this tax likely to result in loss of revenue for other
reasons, but, under the provisions of section 46 (7), no proceedings
for recovery can be commenced after the expiration of cne year
from the last day of the year in which the demand 1s made, with
the exception of the special case referred to in sub-section (1) of
section 42 That sub-section refers specially to arrears of tax due
from a non-resdent For the collection of such arrears.na time
limit is prescribed as such arrears may be recovered from any
assets of the non-resident which may at any time come within
Brtish India .

The phrase *‘ proceedings for the recovery of any sum payable
under thrs Act’* should be interpreted as relating to proceedings
taken under section 46  The 1ssue of a notice of demand 1s not'a
proceeding for the purpose of this section.

The above remarks regarding recovery of tax apply alse, under
the provisions of section 47 to the recovery of any penalty imposed
under section 25 {2), section 28 or sub-section () and (I-4) of
section 46

92. Refunds of Income-tar (Section 48) —Refunds are neces-
sitated owing to the system of taxation at the source, which oceurs
in the case of the tax on companies and on registered firms [section
48 (I) and (2)], and of deduction at the source, which occurs in the
case of ¢ interest on securitres”” and *‘ salaries ™' [section 48 (3)].
In hoth these cases the rate of tax appropriate to the ° total
income >’ of the reciprent (the shareholder, partner, security-holder
or salaried person) is not known at the time that the {ax 13 assessed
or deducted. As stated 1n paragraph 61, in order to mmphiy the
procedure 1n connection with refunds section 18 (8) makes 1t obli-
gatory upon the person deducting income-tax from ‘interest on
securities  to issne to all security-holders a certificate specifving
the amount of the tax deducted fiom the interest and the rate at
whichithashe 7 -+ 1 7 7 Tt e, .o
63) requires £l D ' -
dends to jssue ¢« o+ ' "7 ‘ S I I






241 [£:24

‘through the Political Officer 1n that State, that is to say, the
refund voucher that will be issued by the Income-tax Officer vwill
Le made payable, if the person applying for the refund so desire,
at the Political Treasury of the Government of India in the parti-
cular Indian State, or 1f there 15 no treasury under the control of
the Political Officer, at the preseribed Dritsh Indian Treasury,

The necessity for refunds of tax on Government securities can
bo avoided, by the procedure laid down in paragraph 61, in the
ease of persons who are either not liable to the tax or who have a
taxable income which is sufficiently stable to Justify the Income-
tax Officer 1n assuming that the 1ate apphceable to the total 1ncome
is not likely to move from one grade to another Again. as has
been pointed out m preceding paragraphs, the necessity for a
refund can also be avoided 1n the case of persons who have income
which has not been taxzed, or from which 1ncome-tax has not been
deducted, at the source, smee such persons can clmm a set-off
against the tax due on that other income

In cases where a eash refund 1s necessary, the procedure laid
down 1n_rules 36 to 39 should facilitate the granting of refunds,
The application must be made 1n the form prescribed m rule 36
by persons resident 1o British Tndia and 1n that prescribed 1 rule
36-A by persons not resident m British India and verfied m the
manner laid down n those rules and must, under rule 37 or 37-A,
be accompamed by a return of the “ total income ” 1n the form
prescribed in rule 19 unless such a return has previously been made
or that prescribed 1n rule 37-A as the case may be A false state-
ment n such a return or 1n such a verification 13 pumishable under
the provisions of sectron 182 of the Indian Penal Code, which are
set out 1n paragraph 68 above The appliration must also, where
necessary, he accompanied by the certificates mentioned 1n section
18 (9) or section 20 The applications, under rule 40, need not be
presented in person, but may be sent by post or by an authorised
agent.

Where the applicants Teside in India, mstead of wsmng a
refund order payable at a treasury or a branch of the Imperial
Bank of India, the amount of refund due mav be remtted by
money order if the Income-tax Officer concerned 1s satisfied that
this course 15 more convemient In that event, the cost of the
money urder will be borne by Covernment and should net be
deducted from the amount to be refunded If the applicants reside
out of India, the amount of refund under section 48 or 49 of the
‘Act will be remitted to them by bank draft or money order at their
cost unless they appoint agents to receive payment 1n Yudra

Tt should be particularly noted that section 48 does not apply
to super-tax (see section B8) smce super-tax 1s not deducted af the
source or taxed at the source with the solitarv exception of the
case referred to 1n section 57, mn which case no claim for any refund
can arise,

Under sub-sections (£} and () of this section refunds to non-
residents, who are neither British subjects nor subjects of Indian
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paid or payable by hum on that part of his meomo ab a 1ate thereon to he
determued as follows

(8) 1f the Domimon rate of tax does nob exceed ane-half of the appro-
proate Tate of United Kingdom tas, the tate ab which relief 18
to be given shall be Domumon rate of fax;

(¥) 1 any other case the rate at which relief 15 to be given shall be one.
balf of the appropriate rate of the Umted Kingdom tax

L LT T o . B
. y
. . . n

. . ! Koo .
pression  the approprate rate of United Kingdom tax ** means a rate equal
to the sum of the rates at which he has borne or s liable to bear Umited
Kingdom intome-tax and super-tas, respectively, for that year

(2) Where o person has not established his elaim to reliet under this
section for any year of assessment before the first day of January in that
year, the relief shall bo granted by way of repayment of tax

{3) Where by reason of the allowance of rehef under this section the rate
of Unsted Kingdom mcome-tax deducted from or paid In Tespect of any part
of the mcome of any individual 15 Jess than the standard rate and the Tate
of the relief so allowed 15 greater than the rate appropnate to the case of
that 1ndividual, such an sdjustment shall be made 1o atlowing to that indivi-
dual any relief to which he may be entitled under the provisions of this part

fat mw to the rata of tay on the first two hundred and twenty-

) . b necessary to secure that the amount

' I N paxd or borne by hum shall be equal
. o . . . paid or borne 1f the relief under this
section had 1n the first tnstance been given at the rate appropmate to hs
case

(4) Notwithstanding anything 1 the Rules applicable to Case IV or Case
¥ of Schedule D or in any other provision of the Income-tax Acts, no dedue-
tion shall be made on account of the payment of Dommion imcome-tax in
estmating income for the purposes of Umted Kingdom income-tax, and
where mncome-tax has been paid or 1s payable 1 any Dommnion either on
the ncome out of which income subject to United Kingdom income-tax arises
or iz received, or as a direct charge 1m respect of that income, the income
so_subject to Unmited Kingdom income-tax ehall be deemed to bs sncome
- . 38T AT300 an i Piame o am rmanma fog and an addifion
. o R l

. ' 1
. 3 1 .
« .
Provided that—

(a) where any income arising or recewed as aforesmd comsists of
dwidends which are entrusted to any person m the Umited
Kmngdom for payment and the Special Commissioners are satis-
fied that the person 8o entrusted 1s mot an a position o ascertam
the amount of the addition to be made under this sub section,
the assessment and charge may be made on the amount of the
dividends as received by the person o entrusted, bub m any
such case the amount of the addrtion shall be chargeable on the
recipient of the dimdends under Case VI of Schedule D, and

(b) where under the laws m force 1 any Dommion no provision is
‘made for the allowance of tehef from Dommion income-tax 1p
respect of the payment of Urited Kingdom income-tax, then
sssessung or charging income-tax m the United Kingdom
Tespect of income assessed or charged to income-fax 1n that
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For the purposes of this section, the rate of United Kisgdom mcome-tax

TUnder that section a person whose income is assessed both i the
TUnited Kingdom and 1n India 15 entitled to claim from the author:-
ties of the United Kingdom a refund or rebate of the rate levied
1n Tndia up to one-half of the English rate.

Section 49 of the Indian Income-tax Act, therefore, provides
that where any further relief 13 to be given 1n order to secure that
such a person shall not pay a higher rate than the highest rate in
either country, such relief will be given by India, subject to the
limitation that the relief given mn India shall not exceed half of
the rate of tax ani per-t \ p to the year
1921-22 the Indian rates of imconte-tax and super-tax combined
were less than half the rates in the Umted Kingdom, and, there-
fore, no claim can be made under this section n respect of tax
levied up to that year Relief can only be claimed 10 India, when,
-owing to any alteration in the rates, the Indian rate 13 more than
half the English rate, and the amount of relief would merely be
the amount by which the Indian rate exceeds half the English
rate. The rafes prescribed 1o India in most cases now amount to
more than half the English rates as fixed for the year 1932-33
“The table below shows the amount of English mcome-tax and
super-tax and the effective rate per rupee contrasted with similar
figures for the Indian rates.

Eagtsh Todian
Efective Eftective
tacome | Yacomotax | Supe-tax Tate Tncometar | Sfeer tax

10 pecrupes
Bs s Re a|Be s ¥ B 4 Bs 1R 4 m

25,000 6250 N 049 1 11
30000 7,500 isg sl 0 41y 3 i
11,250 1575 51 0 4 BP 1 iy

15000 s50: o] o 4105 1 7y

18730 e0ss 0| 0 5 2 1 h

22500 9255 11| 0 B 3t 7 H
25,250 wssa 1| o saon 7 al}

30000| 1650z 0f 0 6 i 8 10}
sszsof sorerti| o & eff 9 nj

7500 | 25 [ 0 10 1

56250 | %8s st 0 7 oy 1038 "0 7
o0 | 7434z ol o 71y S0t 6 N

ngsoo [ 120z 0| 0 8 x| 7ean g hy

187002 0| 0 $ 313 | v00ses 11 o

- Compaties - T ny

Note—Tne sllgwances snd sbutements sllowed by the Uoited Kmgdom Income tax Ao
have nob beea faken 1nto sccount fn working out the figures of United Kingdom incometex
in the table. The income tar and surtax have also been sasumed to be cherged on the
same Income The Sgures ate therefore only useful s generally lodicating the Telative rates

~of tazation fa the two countries.
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“Empire, and further that the settlement should be independent of mcreases

and decreases 1n Tate of tax and alteration 1n the baus of assessment whether

mn the Umted Kingdom or m the Domumions This intention 15 clearly

alusbrated by the followng examples which are given 1n the Teport.
Bram=Ta ¥ A o T bk wne Annd dom cns A 1ab sadine aimasmead amasien

directly .+ y ..

mthe £ * ' . [

Fares ac L

-trate the position —

— Uwmited Kingdom,  Dorumon.
Lst year.
Tax before reliet . . . £1,000 at 3¢ 04 £600 st Lo, 64
Relie Coe e . £1,000 at 1s 64 &
Texefterrehel . . . . . . £1,0008t2s 34  £600 at la £2
20d veur.

Tax before relief . . - . . £300 at 3¢ 64 £500 at la. 64

Rebef . . . . . . . £300atls 0d xal

“Taxsfterzelef . . . . . .  £300atls 82  £00D at Is &2

In this example, nlthough it was the same description of lncome assessed
each year, . . - " in the Umted
Kingdom ¢ " g to different
methods of LY e tentronally
exaggerated to lusirale lie priicipies t be luuoweu

Erample 2B ss a Britsh remdent recening as shareholder au 1mcome
of £900 from a Britsh Company C which derives the whole of 1ty mcome
from o Dommon  In tho first place relief will b given o the Company C,
and in order to 1llustrate how this 15 done, lot 1t bo assumed that the Com.
pany’s profits as calenlated for the Umted Jiogdom tas are £60,000, and
as calculated for Dommen tax £50,000 Adjustment will be made to the
Company as follows.—

— Druted Kingdom Domimon
“Tax beforerelief . . . . £60,000 2t 65 04 £50,000 ot le 6d.
Rehet . . . . . . - £60,000 8t 15 6d. Nl

“Tax after relief . . . . - , £60,000 at 45 82 £50,000 at l¢ &d,
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The following me further examples illushiating the method to
be adopted 1n caleulating relief due under section 49 of the Act:—

Erample 1A, a married man with one child, 1s resident 1n the United
Kingdom; ho has o froe tecoma af Tia 10,500 from property 1n India and
has no other mcome, hs hability to tax 13 v

Tn the Umted Kingdom In India
Bs, 4 r
Assessablemncome . . . . 10,500 0 0 Income-tax on
Re 10,500 at 1
anza 3 pies m the
s Tupee, Rs. 8205 0.
Lesy Personal allowance . 2000
Dedtuction for chald . . 6657
2,667 0 0
Tssablemcome . . . . . . 783 00
Tsx on the let Rs. 2,333 at As 2 in the Tupeo %9110 0

Tax on balence Ks 5,500 at As 4 1n the rupee 1,375 0 0

* Total tex (beforo xeliel in resgect of Tadion
fucome-tax) 1,666 10 0

For the purposes of calculating ¢ the appropriate rate of Umited Kipgdom tax” this
am\m 15 Dot to be redured by any reief granted in Tespect of &y life assursuce premiuii
The United Kingdom tax (Rs. 1,66610-0), disuded bv the taxablo mncome
(R3 7,833) gives an “ appropnate rate of United Kingdom tax " of approxi-
mately 3 smnas 5 pies A has pard Inchan imcome-tax in respect of the
same ncome at & ratn of 1 anna 3 ples m the rupee, that 1s, a rate which
18 less than half the Umte¢ Kingdem rate and the relef from United
Kingdom tax will, therefore, be a sum equal to the Indian rate on Rs 7,833
Ezample 2—B 135 » bachelor resident m the United Kingdom with no
depeadents and has an eatned mcome of £1,000 assessable to Umted King-
dom 1ncome-tax He has no other income and pays mcome-tax 1n India 10
respect of the mcome 1 question  His halnlity fo tax 13 as follows —

. Uited Kingdom.

£ s d
Total meome . 190 0 0
Zevs earned income allawance ons-vusth of £L000 . . - 16613 ¢
Ascezsable meome e e e 813 6 8
Less Personal allowanee , . . - N 00 0 0
Tasablemcome . . . .+ . . . . 33 6 8
Tax on Ist £175 at 21 6d. . . Lo 217 6
Tax on balance £421 at 4s Gd . . . 13910 0
* Total tax (befors relief 1n respect of Indian tcome tax) 161 7 6

“For tha purposes of calculating * the sppropriate zate of United Kingdom tax® this
amouvt 1a not to be reduced by mny reltef granted in respect of lfs assurance premum,

~

-
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2., there can at most be only two slabs There can be no
part hiable to ncome-tax alone since no ncome is exempt from
super-tax alone The whole or a part of the mcome will, of
course, be liable to super-tax alone 1f the whole or any part of
the income is exempt from income-tax but not from super-tax
The relief should be calculated separately on each of the two
slabs just mentioned

This method 1s that followed by Somerset House

94. Relief from double tax of incomes tared 1n Britul, India
and wn the Umted Kingdom—Procedure —The following proce-
dure should be followed for the grant of relief 1n respect of double
taxation in India and 1o the United Kingdom —

‘When during an assessment 1t 15 known that an assessee will be
entitled to relief on account of double taxation on any part of his
incame, the amount of the relief may be calculated by the Income-
tax Officer so far as 1s possible, and the assessee may be allowed
to pay the demand i {wo_ instalments, the second of which will
represent the amount of relief calculated to be due The date of
the first instalment will be that ordinardy fised for the payment
of a demand of income-tax, while the second will be payable two
or, if possible, three or four months from the date of the notice of
demand  Tf the assessee produces the necessary British certificates
and establishes his claym to 1elief under section 49 of the Indran
Income-tax Act, 1922, the demand for the second nstalment should
be modified by cancellation or reduction or, if the rehef 15 greater
than the second instalment and the first mstalment has been paid,
a refund should be granted.

95. Relicf from double tor of tncomes tated wn Brtish Inda
and wn Indwan’ States—Arrangements have also been made with
several Indian States, which levv mcome-tax, for the grant of
rehief irom the payment of double income-tax of ncomes which
are taxed both wm any of these Indian States and 1n British India.
Relief 15 granted 1n British India at a rate equal to half the Indian
State rate subject.ton maximum of_hn‘lnﬁ’é‘fsmf«h Indun rate,

T Stafe will grant rehief at a rate equal to half 1ts rate of tax
The following 15 a_copy of the Notification preseribing the proce-
dure to be followed by persons clamng relief from the payment
of double income-tax<—

FINANCE DEPARTMENT (CENTRAL REVENTUES).

Notifictawon No 25, dated the Ist July 1926 (as subsequently
amende

.

Tn exercise of the powers conferied by section 60 of the Indian
Income-tax Act, 1022 (XTI of 1922), the Goverso1 General in
Council 15 pleased to make the following modifications in respect
of mecome-tax, n favour of mcome on which income-tax has been
charged both in British India and in one of the Tndian States
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now pray for relief at the rate of amounting to.
Rs. under Notification No. 25, dated the 1st July
1926, to which T am entatled. My mcome trom all sources io which
ths Notification apphes during the ** previous year ”’ ending on
the 19 , amounted to Rs

only—see Return of income attached/already submtted

Signature
T hereby declare that what 15 stated heremn 1s correct

Signature
Dated 19

4, No claim to any refund of Indian mcome-tax under this
Notification shall be allowed unless 1t 1s made withmn one year
{from the last day of the year in which such tax or the State mcome~
tax was Tecovered, whichever 1s later

SCHEDULE
1 Baroda. Umnited Provinces

adras S 4 12 Benares
Madras States dgency Central Provinces
2 Tiavancore.

13 Baster
Central India Agency. 1:‘ K“Eke’
15 Raigarh
4. Dhar. 16 Jashpur.
Pungab States Agency 17 Sarangarh
; 18 Makra
4. Patiola 19 Eawardba.
6. Bahawalpur. 20 Kharagarh
6. Jwd. 21 Korea.
7. Kapurthala. 22 Nandgaon
8 Loharu 23 Chhwkhadan
8-A. Maler Kotla
&.B. Mandi Bihar and Onssa.
24 Mayurbhany
Bombay. 24-A DPatna
9. Sachin. 2+-B Sonpur
10. Akalkot. 24.C Ealahandi.
11 Phalten. 24D Rairakhol.
11-A Chhota Udepur. 24-F Baudh.
11-B. Ramdurg. Punjab.
11-C Kolbapur. 25. Baghat
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{i1) 1€ he has never been so resident, to the Income-tax Officer
of the district or area where the inecome-tax for the re.
fund of which application is made was deducted.

Such application may be presented by the apphcant 1n person or
by a duly authorised agent or may be sent by post, and shall be
1 the followng form.—

Application for relief from double income-tar under Notification
No dated

»

I, f of do  hereby state
that T have pard Ceylon tax amounting to Rs for the year
ending 19 , on an mcome of Rs and that Indian meome-
tax/income-tax and super-tax of Rs has also Leen pard
on the same income®/part of the same income amounting to Rs.

. Inow pray for relief of a sum of Rs under Nott-
fication No, dated to which T am

entitled, My income from all sources to which this Notrfication
applies during the ‘ previous year >’ ending on the

18 amounted to Rs. only—see Return of income
attached falready submitted

Signature

T hereby declare that what 15 stated herein 1s correct.

' Signature

Dated 19

{4) No claim to any refund of income-tax under this nottfieation
ghall be allowed unless it 13 made within one year from the last
day of the year 1n which such tax or the Ceylon tax was recovered
whichever 1s later

95-B. Lymtation of clavms for refund, (Section 50 }—Claims
for refund are admssible 1f made withm 12 months from the last
day of the calendar year 1n which the tax was recovered or before
the last day of the financial year commencing after the expiry of
the ““ previous year’' as defined 1n section 2 (11} of the Act in
which the mcome arose on which the tax was recovered, whichever
period may expire later. This limitation applies also to refunds
of double income-tax (section 43), The date of recovery 1m this
case i3, of course, the date of recovery of the tax 1n India. Since
however there is often very great delav in settling assessments and
clayms to relief m the Umied Kingdom, provisional elaams for
double income-tax relief unsupported by proof that rehef has
aetunlly heen obtaned mn the United King Som may be accepted
if presented within the limitation period if the asscases definitely

* Where the income on which income-tox has heen charged differs from
that on which super-tax has been charged both smounts must be specified,
INCOMEL-TAX E
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under the Act. The production before a Cowtt of any document,
declaration or affdawit filed, or the record of any statement or
deposition made in a proceeding under section 26-A, or the giving
of evidence by a public servant in respect thereof 1s also not
plohibited  Provico (c) was mserted mainly for the purpose of
extending the protection to every action of a public servant in
pursuance of the provisions of the Act or the rules such as the
service of a notice by affixture, Apart from these [{arucular cases
it 13 essential that all records should be kept stizctly confidential,
and, 1 particular, the practice m certan provinces of furnishimg
wmformation to local authorities, who impose a tax on ** circum-
stances and property ” or a local mcome-tas, of the details of assess-
tent taade by Jhe nconse-tas authorthes must cease  This probi-
Dition applies equally to furnnhing sueh mformation to other
Government departments

For the meanmg of the phiase
graph 9.

public servant”’ see paa-

98, Super-tar —The provisions of the Act 1egarding income-
tax other than those specially excepted 1 section b3 apply also to
super-tax which 13 merely, as stated 1n section 55, “ an addrtional
duty of tneome-tax 7. Super-tax 15 levied at the rates specafied m
the Finance Act (at the end of Part I of this Manual)

The super-tax on companies s levied at a flat rate on the whole
of the profits of a company This tax on companies, which takes
the place of the tax formeily levied at a graded scale of rates on
the *‘ undistributed profits > of a company, 1s levied on the com-
pany as such on acrount of the speaial privileges which companies
eojov by statute 1o the shape of corporate finance and limted
liability  No refund on account of super-tax on companies 1s,
therefore, allowed to shareholders.

Apart from the tax on compantes whih stands m a_elass by
stself, super-tax is levied on a seale of graduated rates While i
the case of income-tax the different rates are appled to the whole
of an assessee’s meome, the different 1ates of super-tax are levied
on successve “shees ™ of ncome, ¢, on the portions of an
assessee’s income 1n excess of certain Limits or the portions lying
Detween certain limits.

Ihindu wndivided famihes are tieated for purposes of super-tax,
as for income-tax purposes, as separate assessees

Unregistered fims ave also treated as separate assessees
Where, however, an unregistered firm itwelf 15 not assessed to
super-tax (e g, 1f its avsessable profits are less than R, 30,000),
in that case only is the mcome which any 1ndividual member of an
uniegistered firmt eceives from the firm neluded m his total meome
for super-tax.

Registered firms are not assessed to super-tax, but the shares

of partners in registered firms are included 1n _the total income of
the individual partners on which super-fax 1s levied and similarly
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thereon exceeds the minimum liable to super-tax though the first
payment including the income-tax on it taken by atself does mot
exceed it, the prineipal officer iy bound to deduct the super-tax on
such excess from the second payment. The Act does mot require
the resident partner or the prineipal officer to obtain from the
non-resident partner or shareholder a statement of any other mcome
that may acerue to lum in British India  Where there 15 reason
to believe that there is such other mcome it will be necessary to
rely on the provisions of sections 42 and 43 of the Act or sub-
sectinn (2) of section 57. In the case of companies the obligation
to deduct applies only to dividends, and does not apply to other
sums which a non-resident may receive from the company by way
of the interest on debentures or remuneration such as director’s
fees, If the non-resident 15 himself assessed through an agent,
sub-section (£) provides that the amount deducted at the source in
this manner shall be taken into account in determining the amount
payable by him in respect of any other income

In the case of registered firms it should in most cases be possible
to treat the person who registered the firm 23 the agent of the non-
resident pariner and to reqmre him to disclose the whole income
accrning in India to such non-resident

Another exception to the pemeral rule that super-tax is not
deducted at source is provided in section 58-H in respect of an
employee’s total income as determined under section 58-F (3)

100. Super-taz—Deduction at_source from dwidends of non-
revident shareholders [Scction 57 (3) ) Sometimes large blochs
of shares are registered in the names of banks, and Leld by them
on behalf of the real owners for various reasons, though the banks
have no proprietary ot beneficial interest therein The aggregate
dividends on a block of shares in a single company thus held by
a bank may exceed the mavimum amount exempt from super-tax,
though the dividends payable to some ar all of the real owners
individually may not exceed that amount Tn such crrcumstances
super-tax should not be deducted at rource from the drvidends
payable to the bank irrespective of the liability of the several real
owners of the shares. If, therefore, a hark in such circumstances
furnishes the T: tax Officer ing the pany from time
to time with a list giving the names and addresses of the real
owners of the shares and the number of shares held by each, the
Toeome-tax Officer will inform the principal officer of the com-
pany, under sub-section () of section 57, of the rate of super-tax
o he deducted in respect of the dividends payable to the bank, or
that no super-tat i3 to he deducted therefrom, as the ease mav
Le, having regard to the liability of the individual shareholders

101. Rules.—Tules made under <ection 59 of the Act by the
Central Board of Revenue are contamned in Part IT of this Volume
With the exception of the rules first made under the Act, the
power to make rules is, under section 59 (3), subject to the condi-
tion of “ previous’ publcation ”’, The meaning of the phrase

{‘} bined amount of the two payments in any year and the income-tax
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Section 63 (2) specially provides that in the case of firms or
Midu undivided families a natice or requisttion may be addressed
to any member of the firm o1 to the manager or any other male
member of the famly.

105. The determunaton of the Income-tar Offcer by «hom an
assessment 18 to be male~—~While for the reasous given in para-
graph 24 every Incowe-tax Officer 13, under section G4 (4}, vested
with all the powers conferred by or under the Act on an Income-
tax Ofhicer 1 respect of any income, profits o gains accrming or
ansing or recerved within the atea for which he 1s appomnted, the
queshion of the Income-tax Officer by whont a particular aswessee
13 to be nwessed has tu be determuned 1n accordance with the pro-
visions of sub-section (7) to () of section 64 Under those provi-
stons, if an asessee carries on business, he has to be assessed by the
Income-tax Officer of the atea i which his puneipal place of
business 15 situate, 10 all other cases an assessee has to be assessed
by the Income-tax Officer of the alea m wlich he resides  Where
there 15 any doubt or dispute on any such question, the question
13 to be finally determined Ly the Commussioner ot the province
1 which the ‘areas ate situate Where the areas aie situate m
more than oue province, the question 1s to be determumed by the
Commussioners of the provinces comcerned 1u consultation, and
where two Con are not i agr t, the question will
be determined by the Central Doard of Revenue In all cases af
dwspute, however, before any such question 15 determimed, the
assessee must be given an opportunity of representing his views

If an assessee whom an Income-tax Officer 15 seehtng to assess
challenges his jutisdiction on the giound that the assessee’s prin-
cipal place of busmess o1 residence 1s in a difterent ncome-tax
encle, the Ineome-tax Officer should at once report the case to the
Commussioner for orders. Even if the Income-tax Ofbcers of the
various circles fonceined are 1 agreement as to the proper place
of they are not P to decade finally where the
assessruent should be made unless the assessee acquiesces m their
decision  If he disputes 1t and the alternative places of agsess-
ment are all in the same Province, the Commissioner of Income-
tax of that Province can finally determine the place of assessment.
If alternative places of assessment are not situated 1 the same
Trovince, 1t is not n ary for the C 3 to refer the
case to the Ceptral Board of Revenue, unless they hold different
views

Tt iz not necessary for an assessee whe disputes the yurisdiction
of the Income-tax Ofticer erther to move the Commisstoner humself
or to ask the Income-tax Officez to do s0  Whatever the ussessee
does or proposes to do, therefore, the Income-tax Officer shonld
take the Commissioner’s orders at once whenever his jurisdiction
is challenged.

As the question of jurisdiction must be decided before any
assessment can be made, the Income-tax Officers and Commssioners



ST

-

o




263 [108-107

Where an Assistant Commissioner, hearing an appeal against
an order purporting to have been made under sub-section (4} of
section 23, dismisses the appeal on the ground that the assessment
was rightly made under that sub-section and that therefore no
appeal lies, the order dismissing the appeal is an order under section
31 within the meaning of sub-section (2) of section 66 and the
assessee 13 therefore entitled to require the Commissivner to refer
to the High Court any guestion ot law ansing out of such erder.

The Commissioner retains the power to state a case to the High
Court on his own motion or on a reference from any income-fax
authority subordmate to hum. No authority other than the Com-
Tmssi10ner 13 authomised to state a case for the Hagh Court.

The application for a reference must be made by the assessee
within sixty days of the date on_which he 15 served with notice
of an order by an Assistant Commissioner under section 31, or by a
Commussioner under section 82, or of a decision by a Board of
Referees under section 33-A, and the reference to the High Court
must be made by the Commissioner within sixty days of the receipt
of the application

TUnder section 66-A, an appeal lies to the Privy Council from

any judgment of the High Court delivered in a reference under
section 66 1f the High Court certifies that the case is a fit one for
appeal.
108-A. Computation of perwds of lumitation  {Section 67-A 1
—In computing the perted of hiutation prescribed for an appeal
wunder section 30 or 32 or for an application under section 66, the
day on which the order complaned of was made and the time
requisite for obtaining & copy of such order shall be excluded
The application or appeal must however be filed not later than the
last day of the period of 30 or 60 days, as the case may be, so
computed,

Under section 21, the return must be filed on or before the 30th
April.  Under section 22 (2), if notice 15 recerved on May Ist, and
the time specified 1n the notice 1s thirty days, the return must be
made at least on May 3lst. Cases under section 66 (3) are far the
High Court to deal with

107. A of —Under section 59
&) (ltlﬂ special rules have been made prescribing the manner in
which ‘and the procedure by Which, income, profits and gams shall
be arrved at in the case of insurance companies. The rules so
made are rules 25 to 82 while rule 35 deals with the particular case
of non-resident companies. H

Under these rules the mcome, profits and gans of Iife assurance
companies incorporated in British India are determined by taking
#hn anmmnd avamon wf Sl dobel —enfie Jeesloceq by the last actuarial

' s made from the gross

ion which are not admis-

also any Indian income-

. erived from mvestments

before such income is received. If the Indian income-tar deducted

INCOME-TAX L
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or super-fax purposes, must actually be credited to a
Fund in the sccounts of the company;

(2) They must also be specifically appropriated to meet liabi-
Iities under existing contracts; and

(3) The contracts must be with policy-holders

The only other fund established by i paniea for
wwhich special provision is made in the rules (Rule 30) is the In-
vestment Reserve Fund. Amounts actually credited by an in-
surance company of any kind in the ordinary accounts of ita
- business for the accounting pertod to its Investment Reserve Fund
for the purpose of meeting depreciation in the value of 1its securi-
tres can be treated as expenditure mecurred for the purpose of
<arning the profits of the busmess in deternining the taxable
mcome of the insurance company in that year. The reasons for
this departure from the general rule that reserves are not allowed
as a business expense are as follows:—In the first place it may
be noted that these adjustments are not optional, the company is
required to make them jin order to ensure that 1is assets are not
overstated in the valuation, The transfer of sums by a Iafe
Assurance Company to Invesiment Reserve Fund differs, more-
over, essentially from the placing of amounts to reserve by a bank
or ordinary commercial company, exther for the Furpase of extend-
ing its business, or for the provision of additional working capital:
the sums thus plated to reserve are practically speaking composed
of undistributed profits. There is also a substantial difference
Letween this transaction on the part of an msurance company, and
that by which a bank writes off the depreciation of the securities

2y by TG el S 3 g o

tion. The latter course is usually adopted- but in both cases the
depreciation is a loss, and to tax the amount of depreciation would
P e el bt b e b the loss to the company
is required to place to
(uently the greater the
14X 1V WOlIU BBYE L0 pay.

On the other hand should the accounts show a credit for
“ appreciation ** of assets, rule 30 provides for such appreciation
being taxed. The words ‘a3 has been otherwise taken into
account’’ in the latter portion of rule 80 mean “ having been
carried to the Life Assurance Fund or otherwise faken into ac-
-count ',

The reason for the use of the word ““ may ’* instead of “* shall **
in rules 27, 29 and 30 is that while the concessions conferred by
these rules should be granted as a general practice the income-tax
authorities retain a discretion fo refuse them where the concessions
+have been abused,
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Allowances, in assessing business income, admis-
sible—contd.

depreciation, ete.—

plant below ground . . P. 46,

rent free restdences . . . P46,

embezzlement by employee . . . . P49,
insurance against loss of pmﬂts, pre-

mium, when admissible . P45

insurance of buildings, etc. . . 8 10(2) (w), P 45,

irrecoverable loans (see Bad debts)
Iand revenue, local and muntcipal taxes 8 10 (2) (van), P 48, 53,

loca) rate or tax not dependent on

profits P 48,53
obsolescence of mﬂchmery, eto. . « 8 10 (2) (vi2), P_47.
partners’ capital, interest on, when ad-

missible . P 44
penstons to ex-employees - . . P49

provident funds (see major head
“ Provident Funds "),

railway or tramway (other than electrio
tramway)—allowances—depreciation,
obsolescence, repaums—actual  ex-
pendrture—option to substitute . P, 18,46,

rebigous, chantable and edueational
purposes, sums recerved for and’ spenb

on, not taxable . . 49
xent of premises - . . . 8 10(2(), P 42.
Tepairs (current), interpretation of P. 43
repairs to machinery, plant or furm-

ture . . . . . . 8 10(2) (v)

Tepairs to premuses . . . . 5.10(2) (), (v), P 43
Teserve, sums pls.ced to a pension,—when

permussible . . . Plao.
special expenditure, sums recerved for,
when admusgible . . . .
to a b dep
Mie due to pred rry

forward permssible . . . P 46
superannuation funds, sums contri-

buted to, by employers, when per-

msstble. . . « P40,
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Assessment—contd,
order of . . . . .
copy of, to be granted fxee . .
place of . . . . .

Assets, wasting, depreciation on, madmissible .
Assistant Commissioner, appeal to, agalnst assess-

ment, penalty for con-
cealment, or falure to
give notice of discont1-
nuance of business, or
refusal to make fresh
assessment .

forfesture of right of .

form of .
fresh assessment on
hearing of .
adjournment of hear-
mg .

inquiry on
appeal to—
limztaton .
extension of, by
Assistant Com-
missioner
suspension  of  pay-
ment of tax pendmv
dsposal of . . .
venfication of
appeal to Commussioner
against orders of, en-
hancing assessment or
nposing penalty for
concealment of income
appellate powers of
appellant to show cause
against enhancement
appointment of, by Cen-
tral Board of Revenue
appomtment of, by Com—
Tussioner . .

5. 23(3)

P. 76.

8 64, P 105
P. 46,

§ 30 (1), P 38, 67, 69,
78

8. 36 (7}, Prov, P 6¢
8

8 30 (3), R 2, P 78

8313 H)

8 31(1), P 79,80

8 31(D)
8 31(2,P 19

S 30 (2).
S 30(2)

S 45, P 91
8 30(3),R. 21

S 32,P 80,
8 31(3), P. 79.

8 31 (3), Prov
8 5 (5).

8 5.






E)

Agaistant Commissioner—coneld.
power fo issue commis-
sions for the examina-

tion of witnesses . .
power to order, pmnecu~
tions . .

pawer to rectify mxstakes
power to stay prosecu-
tions . . .
power to summon docu-
ments and witnesses .
power to take evidence on
oath . . . .
proceedngs before, are
judie1al proceedings
Association, individual members, power to assess .
liability to tax of . . .
principal officer of, deﬁned
Teturn of employés by
service of notice on .
Asgurasce. (See Insurance.)
Auditors, approved, profit and loss statement by .
Authorities .
Bad debis, deduction not permmsﬁﬂe 1! acconnts
kept on cash bays .
deduction permissible if accounts lmpt
on mereaptile bass . v
foans, irrecoverable, deductxon wben
permissible . .
reserve for bad debts, sums placed to,
dednetion not permissible
Bal\enos shedh, dorogn income xob texable smere) f
by reason of entry m
Bang fonds, regh 1 'y P to,
w0t hiabls to tax .
Bangalore, Cieil and Mxhtsxy smnon, appbcauou
of the Act to
Bank, !ecunhes held as part of capn.al of Teserve
of, on, not a p

deduction - .
reabisation of, profit ap, vot nuessnb]e .

§.37 (), B. 7

8,53 (1), P
8. 35, P. 83,

B.53(2), .9
8 37 (@), @),
B.37 ().

8,37, P.70
8, 23-A.

8 3, B3, 56, ¢
8.2 (12), P. 1
8.2, R 11
5.63@

P, 69
5 b5,P. 24

P31

.20

P4

T W

8 4 {2) Expla
V.17 {4
?.1

P. 46.
P. 16,
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| Bustness—contd.
deductions inadmissibl g (seo
: Deductions from mxa\:le mwme)

definition of .

discontinuance of, asscssment (busmess
asgessed under Act of 1918) .

discontinuance of, assessment (bu:x-
nesses commenced after March 1922) .

discontinuance of, assessment on period
subsequent to end of prc\'ious year,

discretionary .
discontinuauce of, notlce to be gwen by
233e830 o
penalty for fmlure to give nohce .
appeal against penalty . .
discontinuance of, assessment, Dotics to
be given to susessee . . .

discontinuance of, recovery of tax
Bosinesy abroad. {See Non-residents )
Business abroad, profits and gains of, when taxable

Business connection 1n Batish India. (See Non-
residents )

Business expenses {(sea  Allowatces, Deductions
from taxable income)
Business promises (see  Allowances, Deduetions
from taxable income}
annual value of, not taxzable
under * Property
Business, branch, power of Income-tax Oﬁicer
new, assessment of
Cancellation of assessment, on appeal
when cause is shown .

Cancellation of order enhancing asses:ment. by

Commissioner . . .
tion of order i penalty, by Asnistant
Conymis-
sioner
by Commus-
sioner .

Cancellation of registration of a firm . . .

P. 40,
§ 2(4), P, 89,

.25 (3), P. 14, 74,

8.95 (1), P. 14, 74,

P14,

8. 25 (2).

8, 95 (2),

5 30 (1), B. 78,

8. 95 (4)
.44, P. T4

§.4(2), P 15,

$.9 (), P. 29,
8, 64 (4), P 24 (4), 64,
B.7L

8.51 () (¢
8.27, P, 61.

8.32(3)

8. 3113) (9).

§.3213)
8,23 (4).
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' Change of ownership . . .-

firms converted mto com-
pany, method of assess-
ment - . .

recovery of tax . . .

i
(Charges. (See Allowances, Deducttons from tax-

able 1ncome.)
Charging sections, Income-tax
Super-tax .
voluntary buti to,
exempt . .
Chantable Institutions, purposes and  {rusts, ex-
emption apphies 1f -
come set aside for, need
not be actually spent in
year of account
Charntable purposes, defined
mcome from ptopetty held
for, when exempt
Chanty, expendlturc on, inadmisstble as & deduc-
tion .
Cival Court, pomon of salary mthheld under otder
, taxable
€l Courts, ]unsdmtmn barred
prolbited from summoning income-
tax records . B
Coal, depreciation on, as a \vzwtmg asset, inadmis-
sible
Coal Mines, shafts, tmmways, mdmgs, deprecm«
tion allowances .
Collection charges, allowances for
maximum of 6 per cent. .
Collection of {ax. (See Recovery.)
Collector, recovery of tax by
Colomal Treasuries, salary, etc, drawu at, by
Ofticer on duty or leave
Commussion, included in “ Salares
partner’s inadmissible as a deductxon
Commisston, 1ssue of .
Comnussioner of Income-tax, appeals  to. (See
Appeals

S, 26, P, 74, 75,

P. 76,
8. 44, P. 74

8.3,P.3.
8,55, P. 8.

8. 4 (3) (i), . 19.

P.19
8. 4(3) ad fin.

8.4(3) () (), P. 19,
P. 40.

P. 25,
5. 67,

8. 54 (2).
P 46

P 45,
8.9 (D) (o), P. 34
S 9(I) (), R.T, P3¢

$ 46(2), P 9L

P 17 (29) & (25)
87

P, 44,

8 37 (¢), P. 70.






8 46 3 & ), P gy ¥

3 289, Pogs
837

§ 28 2, p 68,

8 283
Sa5,p g

P g

8 66, p o,

8, 66 (?), Proy,

8. 5¢ ), Proy,

S 370
8 37 (),






onsjg Sthegy (s n esxdents)
DSignm, s, Tneon, ta €T not ¢, all for
Statem,, t of fro, aiIrvay
L c Py
nsulap employees (see xemphons)
onsnlg, Teign (300 'Ptions),
Contragy of e, Tecover, le under,
-‘Idlzusslb!e . Py
Co. OD6rativy soewhes, dmdends of, €Xempg from
ncome 4, . Py
liab], to Super-tay . - P 17.4,
Interesy n Securpjeg belq
', hable to mcazne-tax Py 74
Profitg of, Cxempy from -
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by ¢, Super-tay . cPlrg
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of Meom, that 8 exe, t
from ¢, 'gamst 205 heaq
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"mpt 7.4
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mdemnific.ztmn of | 8 65
Tecejvey appointeq by, taxapy,
behajg of ¢g, to . S 41, p 85
Salariog Withhe], under orders ¢
Imblllty to P o5
oure, Hiph Courg
urts of s, cbargeab]e to tax 84ap 85
hificatio, of | 8 g5
lhvalor, Pro sale of Taw Prodye,
Xempi . P2
th op iniunes. compcusatmn for, 20t haple 8¢ 3) (), p 17 78,
(15).
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8. 51 (e)
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Deductions, from taxable income, inadmissible,
examples of :—contd,

charity, expenditure on « < P40,
commission, partners . . . . Poag
compensatory local allowance . P oo
Cutch exchange compensation a]lo\vance . P22,
deprecmtxon, except as allowed in S, 10 (2)

(v1) R 8,P 40, 46,
expenditure not mcuned sole]y for the pur—

Ppose of earning the proﬁts taxed . P. 40,
income-tax . P 40,
income-tax and exeess proﬁts duty pcud in

England . . P 53
legal charges relating tn loans, etc . . k3l
{osses of previous years . . < P4,
munictpal and local rates (m assessmg pro-

perty) . - P31
partners’ capital, imterest on. . . P4
partners’ drawings, pensions and salanes . P, 40,49,
pensions, ex-partners’ . B . . . P.40,49
political purposes, expenditure on . - P49

private or personal expenditure . . . 8, 11(2), 12 (2), P. 40.
rental value of business premises owned by

assessee . . . - . P40,
Teserve for bad debts, or equalisation of

drvidends . . . . P4
reserve, Insurance . . . . P.45
rolling stock-of ratlways, deprecmtlon on . P46
salaries, partners’ . . . . Pogo
super-tax . . . . . P40,

taxes conditional on earming profits . . P53,

taxes except land revenue and local rates or
munzcipal taxes on business premises - . P40

taxes paid abroad . . . . . P53
wasting assets, deprectationon . . . P.46.

Default, in making return or producng accounts,

ete.—
forfeiture of right of appeal . . « 8 30(2), Prov., P. 67, 69,
method of assessment . . . . . B.23(4).






Depreciation—contd,
rates of
to be allowed in ful] when pmﬁts
permit .
shipping companies
successor to business, deprecta-
tron, how caleulated . .
Iisclosure of informatton by pubhe servant—
prosecution for . - - . .
sanction to
Discontinued business, assessment of

discontinuance of one bus-
ness or profession out of
several—benefit of BSec-
tion 25 (3) to be allowed

notice of discontinuance

penelty for faillure to give
notice .

appeal against penalty
period within which claim
to assessment under Sec-
tion 25 may be made
recovery of tax .
Discontinued firm or partoership, Lhabiity of mem-
bers .

Dismissal, appeal by Assistant Commissioner or
Income-tax Officer to Local Govern-
ment agains . . .
Dlsmct Board, included 1 “ Local Auchormes "o
Dividend, certificate to be furnished to rectpient by
Principal Officer of Company
not in proper form, when accepted
duplicates of certificates when accepted
returns by Pnncxpal Officers of Com-~
panies
form of oethﬁcate .
prosecution for failure to furmsh

income-tax on, not payable by share-
holder .

refund of

R 8

P, 46,
P. 88

P. 46,

8.54 (2),P. 7.

8 54 (2), Prov.

8251 @ 3 @
P, 14,74

P4,
S, 95 (2), P. 4.

8.25(2)
8.30 (1), P 78

P4
S. 44, P, 74,

§44,P 74

P24
P8

8.20,P 63,92 -
P.63
P. 63,

8. 19-A.
R 14, P. 63
8. 51 (b)

8 14 (2) (a), P. 11.
8. 48 (1), B. 36-40, P. 2.
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Evidonce—contd
failure to produco, fox{excure of nght of
appeal . . B.23(H, P T0,
prosecution for fsxlum . . . B 51(d), P63
‘Exemptions trom income and super-tax—
agent m Brtish India of Indian Prnce or
State, official allowance paid to . L PITE
agrcultural income .« . . . » S 4(3) (vm), P.2
exemption not applicable to income fmm

agriculture abroad .. 8 2(1,P 2
agricultural produce, raw, sale of, by cult\-
/ vator, etc., income from, exempt P 2,
allowance or perquisite, special . . « B 43 ()

allowance, Vietoria Cross, Miltary Cross,

Order of Britih Indwa, Indian Order of

Merit - . P17 (5)
association of mdxvlduals share of ncoms of,

not included 1n total income of assessee . 8§ 14 (2) (o).
British Warrant and Non-Commissianed

Officers, education of children, free, or

grants for—value of . . . P17(3h.
‘Bua tax, income denved from . . . P.17(LB)
by L tax Officer auth
non-deduction . . . - P. 61
casual or non-recurring receipts . . . B.4(3) (vw), P23,

charitable or rehgous institutions, income
from voluntary contributions
charitable or religious purpose, mcome deuveﬂ

w

4(3) (), P 19

from property held for . . . B 4E) (), P10
Colanial ’l’masury, leave allowance or salaty

drawn from . P. 17 (22).
COolonial Treasury, pensions d.rawn from P 17 (25).

Consuls, Representatives and Consuler em-
ployees, foreign, officral salaries and fees of  P. 17 (1)

Co-operative Bocieties, pmﬁts of (bub not

interest on securities) P. 17-A.
. death or injuries, compensahon for 8. 4(3) (v}
deferred annmty*—sums deducted by Govem—
ment from salary to provide S.

7 (1), Prov., . 11,
56.

* Not exempt from super-tax.
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ZJxempHons from income and auper-tax\conla'.

Indjzy, Cburcb, Tumy, &rants maq, by Govery.
fent ¢, . . . . . - P

Indizy Priney or State, agent of, offcia} alloy..
38eq pajq to, in Britiepy Indj, .

. Py
vV Indig, State, salary and alIownnce of Officers
deputeq by, for treining 2 Britp Indig < Py
inJun'es, compensation for . © 8¢ 3
injury Lratuitieg (See Eraturpe, Woung,
abor, )
ineurance Policy, sum paiq n comlnutatmn of § (3
inslu-mz ® Premis, aceideny d Steknesg pok
cles . . -« P g,
insu.rauce Premy,, fire . ) 2} (
P, 33, 4
iz:surazxce Premia » Ife . . 81 (@), (
Abatemey, nay pe alloweq by DPersppg
officerg Paying Salapreg . . P 56, 6o,
Abatemepy gy be alloweg i claimeq With,,
SIX mongh . P, 56,
neludeq 1, tota] Income 8 16 a),p,
* haig of OBe-qixth o tota] ncome T 815 (3),
nvahg Pensigpg, {8ee Pensiong belo\v)
Premig paiq om Tovident Fund\rebate
not admisgypy, . . . « P.5g
Tegistereq firm Dartner tebage ad-
missipl, . . P g

Intcmntianal Laboy, Office, Salaries of Corre.

ab,
Pondent oy 5 his star P 17 (23-4),

a0gi Tnamg . . Py ©).
leave allowan,, o salyry Pad i Untteq
Ingdom 9r Colonyeg . . S 17 @n, 22),
Ligbt~bou.se keeperg in the Req Sea, Salaries of Py (26)
Ioca} autbority, income of | B - © 8y 3 (413)
[ysore Durbarbcuds, 1920.9y . . - Py 28,
Partuers g Te in the Profits of firm Wwhich
2s d).scontinued businegs nhen eSempy Py
Passagy Doney., Widowg and orpbans, contr,.
butiong made by 4 Officer ¢, Provige - Posg




oy



2 iney, -tax\q;ndd
Valug of ationy g, d ind o Ioney
all Wanceg pawd, iy bLey tbereof, to My,
Oofficery . . . - Py ©n
valug of TeutTreq q b;
Wopey alloway,
fice;

and
Lo P17
'do!vs, Orphapg and olq Age Cuutrzbutory
Pensmn Fund, 1995 conmbutzons to P 5
Wound, gr: itres, Pensiong {See Braturties,
Pensions, aboye )
Excbange. Convers;

Tsion of Profits of Stethyg com-
Panjeg . . .
Extong of Aot |

P o5
e, ] Lz p 1
asssssee. cansequeuce of (see
t Pmsecutxou)
tin g

. P gg
s Pena] offence S5 p 68
n retaiumg fees
‘Caderg and
ies

) pad
nse-
alarj,

Puble Proy

D P
OF feeg Pad ¢, Goverlunent ser.
vants by 1, ] bodiey OF privage Persons__
argeableassalary . . © P

Versity op educanonal nstapy.

eXempt . . . - Py (Z0)
3l d jn Indis ¢, Dezson oy,

Rarily resid at in Briss Tudia, cbargeable S @, p 15,
< udes . . S, [£¢;]

8 qp, 4, P gy
8 65

. R 28, 29, 32, p 107,
Dremiy deductmn When
alloweq . 8 9y (u2), 19 @)y,
P 33, 15
Firm, chang, in cozmtltutx'on, liabxbty for tax for
Previgy, Jear . . S 26 ). p 75
efinition of <. 526,
i Continyaneg of, 8Sessmeny . 825 p 74
indjy;, ual mem; , powertoassess






d, deﬁm‘ﬁon of . 8.2 (75),
ASsessmen of, tomcome-tax P. 5,
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ncon, . . 4 (2), p
Tate of 4o applicaby £am,
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lisble ¢ Super-tax . 8. 55, Py {:
MArging] re)
Apply,
. ed 8 55 Pror, P
[ Ehares, f 801y
«Forej, may pe declareq
- Foreigy

OMpaniey 82 6), p, 4,
? 35, (Seo usinesy abroag )
“+* Forgigy Conguls,

« Pgg
ee N O0-Tesidongs )
AgTicultuy, Income from Bot
€Xempt, . B 82 ), p 2
. buai.ness»mcome, When deemeq
£0 be ree,

849 p
ang 2dvanceq
Indigp States 1, B9 rog).
dent 1 Butigp Ingy wh
Dot haple Py
nterest o Sterhing debemu:es
foreign Becur;y

€S whep liabjy P
er op chargerey

8 ship
Tesding oy, —
8. 44.4 to d4.0
Professiong; fer bad outside
British 1, £0 person Teniding
in Bntish 1, dia, hable - 81 @), 15
salariey outsidg By
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Forms—eantd,

Appesd to Cotamie-innrer ausinet ephaneement 1,20
Appliration fur c!v;srm Lation silawanee | B t X
Application for pefurd of tax by 5o flen? . RO,
Applieation for o fund of ts0 by pecee-dent, HOS6AAL
tefrrn ol tofd jrounns booae oy 5?:--
n“"x:c“;(i--u . . . . . .OKoaty
.v\pp‘.ic:.',?w:z for proted mition of firsy N PO {3
Avorament formy . . . . PR L SRAO R
Crrtifiete of eollootn e abividends on ehasren
i o6,

1L N

s, Poel

| £ £ LA P

", .11;
Demaad pate . . . . N SN

Deprociatinn ilar,
shose d

Return of erspl e+ . . . 2. 17, P 6L,
tuen of fre am of 4 gy . 1 O L LDV E
Beturs of jue e of Uobuebeld, e rr Hine
Undivdicd Pasele . . . . . RO s,
Staternont efdnrero Lot feom seeneities 112,
St.‘.h‘:l!‘ R fri E"‘”;":“,‘" . . . . ,-. 1':'
o quarters, valie of, when tazable . N U0

ontier Apeney tracts, ¢ ebvded dn exproocien
Y Domntans of Pranesanl Oy Iy in India ', PLULL

trndture, depreciation allovanss an . o KO D) {eh), R 80
P45,

eplacsments mas be alloward instead
of . . . . . I L £
insuranee of, sllowanes for . « 501002y (9, P. 45,
repains to, allowanes for . O8I0 (D) (o).
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Governor-Goneral, appoints  Central Bonrd  of
Hevenue . . .

uﬂpninm Ceotprnie-inners, ¢ub-
jeet tn enpsideenting of
rommendation of Ineal Gose
crnment . . .

appaintments of  Aecistunt
Comrmieinners and  Inenme
tax Ofierr: by Comemisddones
sulijret to eantrolef .

reereieed  theourh Tossl
Guoyrenment

. .
prreoet ta deelaee ieatne fzemgt
fromn tax, rlues pate of tay,
che, . . .

rulennbine poner of Contel
Basnl of Revenne eihject ta

eant :u! t:. .

a - .

Geatnily, for srrviens rendered not soempt
tuclided in terem " Ralaogee ™

Gratultier,  (Sees Dermptions)

Ground.rent, (’*“"‘ Al ssanre )
Guardian, duly appairted or recopni-ed-.

pensinn of minor arphans patd to,  {Sea
Pronbonn of minnr orpling

Hability af, on behatl of vaeds .

ndemmnificsting of

. . . .

oy beealled arc o furnieh et of siipdn

Heals o incomn eharpeabln

Rirh Coutt, rtatsment of earv on e aint of Tae o,
by Cotniesinger

st ilement af care un pnm‘ af Lyvs tn
by Commi- iover on application by
foderer

. - . . .

:xpp!imti"m {a, hy un ameieoen, for
dizention to ('umn'.i\*'im;«_-,v to mabie—-

riatement of care on puint of Jas to,

“ﬂ\i{ﬂti‘)n of r|r~n1yi .

. .

assenee st hove  exhnnsted
apprilate powera

« » .

.oy,

L

Lo o),

x

LA, 41, T RS,
(5
o3,

W

K2

i,

¥

i

S0, PO

&84 (2), P 105,

S, 65 (3).
8. 65 (7), 67-A.

S. 65 (2), P. 108.



contd,
Commissioner cannot withhold
unless no point of law mvolv-
ed . .
cost at discretion of Court . .
ee to accompany application
nterest may be allowed by Commus-
sloner on amount refunded .
nt of tax not to be postponed pending
sion of
of Central Board of Revenue to
cribe fee.
we by ll\gh Tourt Yo Domnus-

1 of Commlssmner to state a case,

ers of High Court .

-awal of apphcation by assessee

refund of fee .

ded Fanuly, assessment of to mcome
tax and super-tax

Jams, Undinded Famu-
Ties, when not Hindu
Undivided Families

EKhojas  (Cutcha  me-
mons), jomt families
of, not Hmdu Undr-
vided Famulies

Ife insurance premia on
life of male member or
h\s wife, exempt, for
income-tax
not exempt for super-

tax . . .
members of, not taxable
on individual share
notices to, how addressed
paxtmon—-assessmenc
after . .

gersansl earmings of a
member, when not
treated as joint famlly
property

5 66 (2) (3), P. 106.
8. 66 (6).

S 66 (2), P. 106.

§ 66 (7), Prov.

8 66 (7), P, 91, 106,
S 66 (2), P, 106,
66 (4), P. 106.

8. 66 (3), P. 106,

8 66 (2), Prov., P. 106,
8 66 (2), Prov., P. 106.

8. 14 (1), 55, P. 11, b4,
98,

P. 54
P 5t

8.15 (2), P 56,
8 15(2), 68 (1).

§ 14(2),68(2), P. 13,54
§.63 (2), P. 104,

5 25-A, P. 5¢

N2
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Bindn Undivided Family—eontd,

<hare ottt dnchoied in

total intone . .
“opirman U inededen .
ik, Undividesd Familie«

of wohey nor Nirody Une
Apvpded Pamilie-, .

Honornria (See Fao)
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ineope fronm
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mesn reat alloweances, = Len sl o .
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Noteridente)
stads of, eharpabile . . . .
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by individual, firrm or Hindn Urdivid-

vl Family . . . . .

{Sev Total Incage)

{Sen Retumn of jnosme.)

total,
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.
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of Income-tax).

{See Comtpivsioner
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Income.tax—contd
computation of, income-tax and excess
profits duty paid in United King-
dom not a permissible deduetion

deduction of. (See Deduction of In-
come-tax.)

directlevyof . . . . .

double, relief in case of income taxed
both in the 'Dmted ngdom and 1
India . . .

Income-tax Officer, appointment of, by Central
oard of Revenue

appowntment of, by Com.mxs-

sioner (to whom subordinate)

appointment of, notification of,

n Garette of India . .

appointment of, subject to

control of Governor-General,

exercised through Tocal Gov-

ernment . .

definition of . . . .

- disnussal of, appeal to Lucal
Government

increment of pa)—-—nppeal to
Local Government—against
order withholding— . .
power to allow change of pre-
vious year * on conditions 7,
power to assess remdent on
profits of non-resident 1n cer-
tan cases . . .
power to call on assessee to
produce accounts or doeu-
ments . Lo .
hmtation of power . .
porwer to call on assessee to pro-
~duce evidence . .
power to call for return oI mem-
bers of firm or Hindu Un-
divided Family . . .
power to call for return of
names of beneficrares . .

P.

"

w

w

mm

P

8

w

ww

w

»

19, P 59,

. 49, P 93,

5(8).
5(4), P. 24 (4).

5(5)

5(4), P. 24 (2).
2(7).

24,

24,

2 (17) (a}, Prov., P. 6

42 (2), R. 33,

22 (4), P. 69, 8T.
23 (4), Prov.

22 (4), 23 (2), P. 70,

38 (1),

. 38 (2).
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Income-tax Officer—concld

power to require deduction of
arrears of tax from salary
power to summon persons and
documents, 135Ue  Commis:
sions and take evidence on
oath . .
powers of, to be exercised by
Assistant Commussioner when
50 directed by Commussioner
proceedings before, are ]udlc)al
proceedings .
TeVIew Income«tax oﬂicet has
10 general power of
Income-tax records, Civil Court not to summon .
Incrsase of assessment on appeal. (See Assessment,
enhancement of ) .
Indemnification of Government officers for acts
done 1 good faith . .
of persons deducting, retaining or
paying tax m respect of income
belonging to another .

Indemnity, contract of —loss recoverab]e under,
inadmissible

Indian Incoms-tax, meaning of the eXpresston
mate of tax, meamng of the
expression . . .

1nd,|an Order of Ment aﬂowance attached co, ex-
empt .

Indian Princes, Agants of, official allowance pard
to, in Bmtish Indm
exempt . .
Government  securities
held by, in specal
form, interest on,

exempt
Inian Btates, Agents of, officral allowance pmd
o, in British India, exempt .

Bntxsh sub]ect m, apphcatxon of Act

Government servants m, applxcahon
of the Act to

8. 46 (5), P 9L

8.37,P 70,87

S5(4),P 24
8. 37.

S 35, 8
8. 64 (1), P. 97

5 67,

S, 65

P 40,
8 49.(9) (a).

5 49 (2) (3).

P 1745).

PAT(D

P 17 (6).
P17 (2).
9. 7(2).

5.1(2,7(2), 71,26



Indian Sintes —contf,
mteret an loans nidvanied in, 0
prereans pebilent in British Turdin,

when nnt linhle | . . M LA Y3
intore v on reruritive held hy— . POIT (5-A), LA,

ufiicers depatest by, for training in

Iritish Twedin, ealary nowd alloe

nner nf, I‘R"!Hp‘» . . PR L i (:.,j
redief in pepoet of dogble theation o P05,
refdents dn, pavieent of refunds

tar . . . . . S L 1Y IR O
ralaries, Teave sllowanees and pens

viors of officera lent o, and pabd

by, when liable . . . .OPooe,

.

terude conduetd byoliabidity ta ax PO,

Informntion, dicclosure of, by public rereants, pro-
reettion fur . . . o BB, (9, PO

povrer of Camais-lones to ranetion 80 ().
di-elasyre of, to Loeal nuthorities for.
bifden . . . . S O
Injurs, compenration for, not lable . . . RO ().
gratuity, exemplod,  (See Bxemptinn: )
pension in popecd of, granted to naval,
militars or air foro s, sxemya . . P

1%

17 (29).
Insurance, ngainet b of peofit, poesing:, swhen
an admioible deduetion . R LA
azpain-t locc ol tent, premiung, when an
ardpgiaible deducting . . . Poos,
Company, nonpeident, avoooment of o B33, PLBT, 107,

poliry, locs reeaverable under, dunle

mizaible . . . . . P,
rum paid in eomimutation of, exe
vpt . . . . LS E 3y ()

premis,  (Seo allovancss and exemp.

tions.)
premin, shatement an, mav be allowed

f elinaed within six months . A LA UN
premia payshle in aterling, rate of ¢ n- .

verston {or purposes of abatement . P55

premis,  private emplover may give
abatement {or . . . S VRGO
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DmxmncHon{d.

Society, Provident, interest, oy secnri.
ties of, whep exempt .

InmanceCompany,sssessmeneof -

POWer of Centra} Board of R
Verue to make Tules for
Intaress on Arrear of rent of Tand, when lLabze
o8 borroweq capital, aloreq 13 assessing
businesy | . . . .
on deposits i Post Offige Savings Bank,
exempt CE
on foreigy debentyres, when lable

on Government Secunties, helg by Indin
iefs and Princes, exempt .

o8 Governmens setnnties
through Pogy Office, eXempt,

included total 1ncome

Purchaseq

Tndia Secunities, ox.
i ! certain

on G’ovemment of India Secunhes, Buper-

12X payable 8, 1wehiding thoge free of

income tag, oo T

% Governmeny of India Sterling Seqy.

Tities, when liable . . . .

O Mortgages allowed g assessing pro.

perty,© 77 CE

o8 partner’s capital, whep an admisyrble

deduetioy |, . e,

08 tefund of 45y overpaid ag g regyyg of the

ecision of High Court, . . . .

OB gecuritios, certificatp of deduction of tax

i ed by bagker . . . .

OR Securitjes, certificate of deduction of tax
furnisheq by officer Paying interest

8.4 3) (7w}, P,

X, 59 (2) (g) :
Ll

$ 59 2} (a) {i7)

P2,

810 @ ), P, 4

Py 8).
P 18,

P17 $-4), 61.4,

P 174
P ira

P 16

8 8, Proy, 1), P, g3,

8§ 8,58 {q), P. 28,

P 16

8.9 (us), P g2,
P44,

8 66 (7). Prov

P61,

8.18(9, R 13, P g1,
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Inforant-wrontd,

on rectititive,  ecetifieate of  Ineametng
Ofticer puthoriing non-doducting ur des
ducting of tax ot a laver rate

ot seenntios,  doduetion of ineane sy gt

eatirer, from. (Sen Deduction of ine
come-inx.}

on reoraribies held by Cocaperative Soele
ties, wreeable .

X
on serunifios, ineome sy on, vhen payable

[
g t . . .

1y eeHY f tet g nyend tax f!- "t ?v_'.' Llr:'.x! [T
srpment, i pasable by Lo sd fioveene
mett . .

nay Fecfite o, eanihe ol

. . .

ot recuritien of provedent fund or Pras i
Arnt Trottanes S ity

. . .

o tax-free coeuntien, akben ante pesat

nut

it deterpvninge the tatal tneome of
CTP T SN . . . . .
on tandnee cocuntes, of Loaeal Hovern.

ment, 4% on, poid by Leend Guverns

et . . . . B B

Invalld prusions, pulitary, aavsl vr air fores, vx-
etapt . . . . .

Invesiment Resarve Fund, of Ju-ursnee Camyany,
treatnent ol amennne

crdited o . .

Irrocoverabls loan, wivn & ;v_:m: Al deduetion

(S~ Bl detie 1)
Jazirdat- cooznment of Did orevenue e

i - Y
. 3t

ar e fadihle . . . . .

Jadiciat proceadings, pracesdings before Commnies

sinner, Ard-fant Comnie.

staner ard Ineomedtax
Ofger pnoe

. - .

Land Revengo—

&E‘:‘!:"!HN

PISREREN

n:’-»to Japirdar nnt
on Inm: fer premisel,  permise

sitde deduetion . . .

Leave allowanees, paid in Unitad Kingdom, when

liablo,  (Sex Examptions)

-

I

il.

LS RN SR

N

SR Prov, (8, P25,

P21, RO18, Nete 2

=430, PO,
SR Prov, I (D, P
s Prae, (2, PSS
P17 (29), (51),

. 0, P, 107,

I’ 41,

o

s, 00

P2

S 10 {2 (i), DL 48,

.
27,
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5 USuraneq
clety, Providene).]
ife lnsu.-aum Promig {see Insurance Pmmxa)
eXemption of . .
claim to, evideneo Tequir.
ed

Insurg nee

when Teceipty
subsequent}y.

be Made
on Paying salary
med ip 3S3e500’y

Procedyrg
Produceq

deduction
by pers,
(or clay,
Teturn)
SXemption in
Und.xvx‘ded
includeq in
income.s,

Case of Hugy
Famlly . .
tota} income £,
ax | .

limit of 1-6th of total fn.
COXDE -

lu.nitatmn, computatmn of
Penod .

Assistayg Co;

nissiones'y sanc.
tion req vired

P, g3 IlIustratfon (6),
Po3

8 15 1), 58, p, 11, 56,
P, 56,
P. 56,

P 56

8 15 @, p 56,

815 (2), ), 16 (443
P

815 @, p 11

P 106.4

P 5,
81502, 5 P. g6,
S@@),p g

8. 42z Prov, b g;.

87 2, p. 1,15, 95
8 21, R, 17, P, g4

851 (e)
8. 53 4]
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Local Authorities, definitinn of . . .
income of, exempt . .

informatinn  regardinpge  fe oo

ments Lol Xn L fnmsw!:u‘ o,

Local Governmend, ageney role- pepulating ¢ mtrol
nf, over ieompe-tan matters

appeal to, by A berant Come

mi-doner nr Tooormetas
fhenr, neainst ordes of dic
At oad . . . .
tiay dliteer that dnecsneatsx
{hn i! ‘(u* Tvenk e le fl 4 ‘!E.
punicipsd fax ar baal rate,
[0 ¥ . . . .

s ed, b Tee o
appointine Come

1ea T . . . .

oot el
ﬁ!lit““ 4 in
1t

1 ] +
| EERWIRHI SV LI L S R

et o, ineodite 1A% prayable

.

.
:
by Lo .:i(m.v.’h..&“ul . .

reenrity

Incal tates, deductinn inadmi bl in s eening
]rr( ey . . . . .

on i‘m:nv s premboes, dedtgtion poers

piailibe . . . . .
Iost of profit, incnrance avsint promia whelh sn
aodnueeible dedertian . .

51 o} ront, in-

, premiz wlhen s

uratice agaited
} dodnction . . .

eodmts bl
Loss recoterable undet insurancs, insdminsible .
Lors,

reteofl of, undor ane brad of ineame noains

sy
another head . . . . .
in caze of rezisborcd finnmn . . .
lorx under projerty inadmicible | . .

vihure nesisree i p:xr!::c-r in more pezistered

firm« than one . . . - .

Loares, previous years' doduetion inadmicilds |
Lottery, prire in, not taxsbls | . . .
unatic, lishilite of gunrding or trestee . .
indemnification of gusrdian . . .

Machinery and Plant.  (Sen Depreciation.)

Magistrate, defined . .

. . . -

poot

B0 (4,

80y

Rk, Prov (2.
& o (J) (1), P. 81, 53,

810 (2) {eifd), P. 48, 53.

g o4 (n, T
..':( n, P.ga
}). w‘r’.

P, 40,
. o5,
& 40, 41, P 85,
S, 4,

Hliztratinn (2}

4

3.2 (8).
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tion th eductmns loweq
under Section 16 . P, 55,
Supebtn in respect uf . * Pp
reg:stered ~Dartner of « Pogg,
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Martieq Women, Separatel, " 835esaable © Poygg

Medicurehef, mcluded 1 “ iy, ntable pu.rpose 3 4(3) aq fin,

HMercantyy basis of accountancy . S - P 37,

Military, Crogs, allowape, attacheq to, eXempy, EA 7 5)

My ¥ forcos, Wound o . ury Pensiong {Se
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aeend of, decieion of  Incometax
Oflicer to trext o preon as, e
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Govserntnent or el nnthority in
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ﬁr:m: . . . .

Indian firtns 2lied to poner Gden
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inearunee cotnpant - Tndinn branch-
L3 U!. . .
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states o perions recident in
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Omdnl trustee, linbility of, for tax . B2 R P

.

s indemnifiestion of . . Bo£h
Order of British India, nllovear~  attacked  to,
rxempt . . . R LA A AT )
Orphan, minor- Per-bon nf, (S0 Perbae of
miner orphat )
Other soureen ($l1- Allow ot Ihedse tions fean
tarablednevane, Beomptioned,
e marnend of oo froom . R S SR T LA LN
cvaninatiog frotsnehnded geder P AN
frvorge nf b frory beaseJind
;'fug ¢4 T ‘2134 uL b . . }“ P
t e teovands fnadeded under PoUT,
corant Laale, ool of, tavshh
ureer . . . . A LA
s ger sr s hattoner o o oshap rending
out of Brteh fndoa, Indaliee of 0 S8R0 e 40
S PaidY meantere of . . . . N SR TR S S URery

Partniors {ser Alliv atiers, Deduetion- from tase
ublanense, Tiroed,
debfingteg of Cpartner” oand Cpariner.
, .
#lap . . . . . RN 3

I’(‘ ﬂ“) sy I’l’n ety ;m)

"‘(mq 1on u,‘, h Jlr- couten of I,«_v...;...;ﬁr_.;m

utdrs rectug 34 . . . R

Penalty Tor concealment of income . . L 8US DG, GR

-d

gotios ta aeemee hefare frggenitio . L8 LRI
procrcntion e eatan farts l».srrwi . . Roosph, PLGx
Penaliy lor defanlt, Jncomedax otfiorr muay dmposs, 8046 €43, Pl 01
reonvery of . . YN VRO 3
Huatating an amoun® . R OX IR
pener to enhancs . LS ER A

Penaily for failare to deduct tax, peovaral Hability

Penally for failure to pive notice of «i: 2entinuanes
of busines . .

x5

N E RO AN RN HA

72

. - - -

L2, T

Penaliy for improper distribution of profits . . FUS ), P67, 65,
rotice to as wacr before jraposition . . B25(5).
prosccutinn on rame fact, barred . < 5,25 (4), P68,

Pension, included in “ ealarics " | . . . 87N, P.oos,



47
Pensiong {see “AIIuwancea," “
able income," “

Deductwns from
Temptiong ).
Ponsiong f ming, Orphayn, Daid 4 o Dother o
8uardisy 20t {5 pe neludeq i the taxapl,
1ncome of the Wother op 8uard;an . + Py
Ponsiong f offfogrg Tont to pog; States, Lablo + Pogs
Pensiong Paid i Unye, hen Lable - Pogy (Seo Exempm
fmangng Settlomeps, QUestion Sther ¢y ex.
emptg from nu~agricultuml incozne fr,
permanently Settled lang . . . « Pog
Perqujgyy cludeq in« 8alarjgy » . . - 87 2),p, 25,
or beueﬁts, not Sonvertipp, ity Dongy,
When SXempt, . . . « Pogg
Tent-freq Iurm'.sbed QUarters value
206 to by 8plit into Colponeny
paj . . . 22,
8pecia), Specifip Purpoge wh
©Xempy . - 84 (3) (v2), P gy
*Persoy »» defin . . P
Peryon, includes it ivideq Fsu.uly . « 89 ).
Pory, Penseg, ded; ion iaadtni_gsible . - Py
Place op wo © Seaqy @), @), p 105,
FPlang { epreciation,” “repaim ” under
“ OWaneey ;, &&qessing business ),
Plang, includea Shafts, sidingy and traxnlvayx 1n ggap
e P 46,
Poor, fof, ncludeq in“ gy, Pirpogeq » 8¢ (3) ad fin,
“B eang eZistereq L . P
Fost, ticeg may by Served by . P, 104
PoxtOm » Cash ¢, iﬂcates( Ex, 'Ptions),
Goveruznenb €CUTitiag Purchag,y
Ugh (seq Exeznptio ).
23 By, (: Exemptzons)
!lpanament ooﬂectxon (s eRecovexy of tax),
fum for S6ltleryent of waste landy, ete., ot
liablg . . - P.og
for transfe, of Izoldmgs, Lapj, P2
surape, (see AIIowances Exemptlolu
Insursnce).
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Promitn.. canld,
on redemption of Governnunt loan unt

taxable . . . . P, ud, Hliunteation {4),
O Prezeribied,” menniug of . . . .8 u(10),
Prosonts, rxpenditure oo, fundmicible anon dedae.
toh . . . . . . . . 4o,
s Provious publication,”” wranine of . . oo,
* Previous year,'” defined . . . .o Koo, e,
wrenseels aptionn repard ta L B2 () (o), PG,
re<tfictin on . . . B2y (m), Peov., P, &,
different years adopted for differ.
ent recting o elaeeoof burd.
nen . . . N Al

pover of Central Board of

Fovenue to declire, B AT R U
delrpation of power to Come

my singiern . . P
ptent of delepstion . 0 PUb,

prawes ol Inesme-tax Oliers in

revant to change of . R (1[) (2}, Prav,, P65,
temptary chanpe ol . N L
« Principal Ofticer ** of cormpny, ctey, ditined P A ¢ 1 T L

vertifieate of pavinent of tax
on profite ta be farnishee
by . . . . .

v

Loy, R4, P63, 62,
rubuntawn of returns of pay.
ments of divirdend to share.

E;ﬂ!:ir:‘. . . . - :.. ’9‘;\.
proreention for failure to
furnush . . IR (OR
return of rmployess hy .82 RIS, PoB,
proseeution oz fnilure to
fuznixh . . . 8.0 ()
return of incomae by <822 (), BRO1R, P65,
failure to furnish, prosecu.
tion for. . . . S.bB1 (e), 1, 65, BT,

forfeiture of right of appeal. &, 30 (1), Prov., P. 67.
power of Intome-tax Olficer

to rxtend time for . - 5, 22 (1), Prov.
Principal placo of business, determination of . S.6H (D), (), (3), P. 105,

Private employer, deduction of tax by, from ralaries 8. 18 (2), P. 23, 60.
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Proprictors (ren reforonces tea Y Partners ' under
* Allawanees,” * Deduetings from taxable in-
coma,”’ inndmizaible, "' Firms "),

Prozecution for dizclorure of information by public

rorvant . . . . .

Commivioner’s ranction required

exeeplinns . . .
[ failure to dedurt tax o sreears of
fax . . . . . .

for fatlure to furnish cortifients of de.
duction of tax from salasier of in.
tenet . . . . »
for fsiluee to fnrnlad cortifieate of pay.
nient of tax on the pmfits of entn-
p'my . . . - . .
for {ailure to prant iveparting of o
pizter of nembers of emmpany, eie,
[or failtire to make retuen of employess
for fatlure to mabe return of jneonie
for failure to mabe return of membrrs
of firtn o1 Hindu Unediviled Pamily,
for fatlure to ke perurn of names
and addee ey of T Gelngiet .
for failure o preduce gecatinte ot dactte
ments . . . . «
of fal « statement . . .
fur {al ~ slatement
A ttant Cammicianer to direct
prozecutions oy abave (8. 01 snd
.o
|'..) . . - . -
ttay of by An<atant Commicsiones

it Funds—

scurmnulated balanes of . . .
mtributions to . . . . .
included in totalinewne . .
limit of ons-rixth of total income .
teraptions, seope of . . .
terest on fecurities of . . .
dvate contributions tn, by employers,
when admissible . . . .
eligible for refund . . . .

exemptions do not apply to . .

i

niy, bLoo, 07,
552, Prov,
h4

124, Prov,

bl (a).

NOR{OY

ARIAY

. 3 {c‘}

a1 {r}.
ol fe}, P 6.

O WY

51 (43, T, 60,

8L P, 6%, 78,

.53 1), P. 65, 66,
53 (2, P,

4(3) (). P, 20,

16 (1),
JW (N, PO
15 (5).

4 (3) (iv), P. 20, 41,

43 (i), P o0,

40

n
.

20.
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foviden; Fundswn/d
Dot e tly 885es5eq to ncom,,
tax op SUPer-tay . R:3
Rt}ﬂwa » BTatujyy, pag fron, exempy £
mcome~tax . . . Py 29), 20,
ecoglu:ged, accordmg or mtbdrawal of
recogmtlon . . C- 8y 58-B p 20-B,
Accoungy of 8. 58»1, 58—J, P, 20.g,
CCumpy g, Balane, of, Pay.
Meny 4, Wployees dmcantz«
Ruing p, tieipay, © 8 5ag Do 4P g
accumyy,, subsmptmn of
fund transferr Y e WPloyey
to trygy, © treaty, Went of S8-E, 20-H,
Adition ,, €Cogmtry, . 8. 88, %.p, p 20-¢,
eduction of ¢, 8t souree 8. 5.
ehinitygy, . 8, 58~A
foxfeltu.yesm . - 8 5 C, () @, p 20.¢,
fug ads, 1 BVestment, f P 2
ing me 1 Teceiveq by !rustees )
behalf of S.4¢3 (iz),
izzcozn aancess;ozm P op.q
mterest nvestments - 8 58.F, P, 20-8
DPring;, Pl place Usiness oy, ut.
xde Brmsb Ind 58.0, @) (), p. 20-p,
salary, inte, pretatmn {or pur-
Doses of S 5g.F, @O P g
secm-meem e, P 20,
‘oblic Sel'vaxzt, de efinitioy, of 8.2 (I.?), Pg
i closuxe of m.folmatmn by
secutmn . . S 51z P.g 97
ind tion of for 4 act done m
good faxtb 8. 79,
ke ity o bjects of, mc}uded m Cbnntabl
p!zrposes ” 8.4 (3) ad fin,
8d'1um Stration, mstruce:ous !or obt
ln.folm;tmn from P, 79,
25 boo) e ncom tax autbonh
" po af{[o . &, S‘ 37, P. g,
y Prav:de £ Pung (see By, empnozzs)
s, Bsessmeny of, allowap,

P g 48,
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[

Railways - eontd,
tenewnl eharges ndui ible

. .

rolling stock, depeecintion on, inadmie.
sii?"' . . - . N .

L4

interet puaranteod by Seerctary of Statn
and pavable in Englawd ot linble

Rate of Exchange, conversing of wtecling profit.
Rate of {ax, Inding, meamne of . . .

Rates of inx . . . . . . .
prover of Governor Genetal to pedurns |

Rrtiong

seetted dn Bind, value of, to Military offier e,
rxempt . . . . . .

woney ellowancos paid in Hen of, exeiny
Feeeipt to be pranted for tax paid . . .
Receipts, camual, when exempt . . .
examphs . . . . .
Recelver, Hability of. to pay tax . . .
tndemnifieatinn of . . . .

Receiver of rent in kind, eale of pradues by, inenme
from, exempt .

Records, income-taxy, Civil Caurt not tn eall fop .

Recovery of ponallies . . . . .
Recovery ol fax, arrearc ol tax . . .
deduction of, from ealary | .

dednetion at sanres no bise tanther

methods of . . .

limitation for . . .

wapplirable in case of noneresi-
dent . . . . .
nonervatdent,  rezavery from
geanls . . .
notresidont charehollers, super-
tax, lislality of principal ofbieer
of company . . . .
non-resident, super-tax  liability
of fellow partners in registered
frm . . . .
penalty for default . . .

PR, 45,
P, oan,

Poas,

P nn,

S48 (2 thy,
Fin, Aet,

S0, P17, ITAL

o,

PoT (31

N, 6

SO {3) (o), PLooa,
P s,

S48,

R, 65,

P. 2.
8.5t ().
AT POl
] 46, 1,01,

S 46.(5), P, a1,

815 (8),
oA, Prov,, 8,46 (%)

WA

- 42(1), Prov,, P, 61,

Vi

A,

N7 (2), P.oa,

(4

3,57 (1), . oo,
S. 46 (1),

-
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. 53

2
promptitude in, importance of | P gy,
BUpension of, i 2ppea),
= discretx'onal e © 8¢5 Prov, p 91,
DPendj Statemen, o Higy
Codluf-eg, faxbx'dden . . ng S 66 ), p 9.
tax, when Payably . . - 8. 45, p, 9
!ec!iﬂcaﬂan OF Wistaypy . . 8.3 p 83
" 3segs 0 to b hearq When Assessmeng enhap,
ed . - . 8, 35, Proy,
evidenc, > Iresh nog 1ble P
Teview, 8etera) by, £ - P g3
quamptzon enf loan, Prenuny, on, pot
 lab), e . 23, IIIu.strahzon [£3)
Relmnco to (see Higy Courg),
¢ Tefung of de tted by 8pplicant for regey,
. emcatyq, Coury ", 8. 65 %) Pro,
‘ielmnce to B, Tees 8 334
fung, applicat 1 . R 3649, p 92,
ll'm.:tatxon EE 8.5, p
DPerso, ehtation un.necessary R, 40, p 92
| Fore:gns bjects... issthfy . 48, p 92,
vt non-reudenta\toml Mcome S 48 @, p 92,
OWner of urity @R 37,38 p 1,
B 59, 61 92
0 Indiay States 61,
parenermregmtexedﬁrm 48, (. ), P, 10, i 55
72,92
Person 8sseageq °n eslagy 5 ¢g @), P gy
Tesiden g f, Indyyy Statt:s, Where pa;
abJ . . P 61, gg
to sIzarEboIderuz Company 48, &), g 37, 33
P 11, 63, g,
When ap, L‘bstnbuted
to; Profits of & comy 1y,
bow Caleulyy, . P g
s, Hation . . 80, P, g9
parﬁally-taxed p COMPpanjes



[
Ha

Refunds - contd,
tax free cecurition- dividends paid by

commny from interest on . .

to he obivinted . . . .
Repimenial Mess or Band Fund, compuloary enb-
geriptionr to, exenpt . . . .

Registored Firn {roe Firmn, Regpictoned),
Rellel {oer * Alliwraners,” © Dedwetions from tax-
abln inesuos,” Cabde dncome a0 Exe

ctuptions
Relicf, marpinal . . . . . .
mwiesdical, ineluded i chadtabde purpswes
of poor, ineluded in chnrtabls purpo-es
Relipious or chantabls institufions, purpore: snd
triits (oo " Exemptions,” " Clntable dnai.
tutions, purpores nnd trgets )
Rent (rer * Allowanees, i pr o oins Tursigesx ),
Rental value (oo ™ Prope ey, snnaal value ™).
Rental value, of  busdne = premis o, inadmiadbls

dedaetion . . . . . . .

- Rent-Iree residences, furnished, net to be sphit in.

ta campeient pazin .

- value of, thoo o tuxable .

Rents(rround}.  (¥ee ** Allowanees tn gamesing pro.
perty )

Rent-in-kind, sale of raw produce by reosiver of,

rXenpt . . . . . . .

Rents and Royaliies, mining, neosment of  ine

cotw oo, censs pnt oad-

mi ~ible deduction . .

Requisition {<uo Noticez),

Reserves, for bad dibts, equalisation of dividinds,
fnsuranes, pension, provident funds,
superannuation fundz, eums placed to,
inadmivsible deduction . .

for loss on, vr depreciation of securitica,
etey, sum placed to by Tnsurance Coms-
pany, admizible deduetion . .

for unexpired ricks, or outstanding lia-
bilities, sum placed to by Insurance
company, treated ns expenditure .

I

P,

2

A

P

et

PAReRY

ah, o, 6, G

17 {4

.
TP
R G R

S 3y ad Bin,

Ii. r o

P,

R.

R.

oo, P. 107,
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Return, of emplayees
prosecution for fmlure to lutmsh
to whom to be made . . .
Return of Tucome—
Appeal sgainst refusal to make .
by person other than compavy .
by principal officer of company . .
Failure to furnish, basis of assessment . .
cancellation and reassessment wbeu cause
shown
forfeiture of nght of appeal

penalty fer .

progecution for . . . .
False return, penalty for . . .

prosecution for B .

pmsecugou sud pemlty on same lam

sanction of Axs)stant Camnusswner of ln-
come-tax for prosecution
Importance of obtaining .
Obligatory on Income-tax Otﬁcer te caH for .
Revised . . . . . .
when not valid .
Returns, sssessee himself or a duly authcmzed pet~
son must sign .
mcome—tax officials shuuld assist assessee
tofillup . . . N .
Bovlew, Commissioner’s powersof . .
asseasee’s 7ight to be beard .
limitation . . .
Commissioner’s power to ordet further
enquiry by subordmate officer . .
Commivsaner’s power to reduce part-
ners’ assessment when fiem’s assess-
ment g reduced .
Income-tax Officer has not gcneml pawer
of . .
Rewards, language exam!untlous-wheu cxempb .
Rales, power of Central Board of Revenue to make

821, B 1517, P 64,
8 51 ()
P o

8.30 (1), P. 67, 68
§.92(2), R, 19, 2. €6,
8 92 (1), R. 18, P. 65.
5.93(4

821,67,
S % {1), Prov., P, &
%

S 23 (4), .69, 70.
8. 62, P. 68,78
§ 28, P. 67,68
8 62, P. 68, 78,

5.28(1), Prov. 2. P 6

8. 53(1), P. 68,
P. 67,68
8.22(2), B.67
.22 (3).

P 66

P

P 67.

S 33,P. 24 (2), 8L
8 33(2), Prov.

P g

8§ 33(2), P81

P8t

8,35, P 83
P
S 59, P 24(2), 101
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Selamis {preminm for recognition of trander of
Lolding), not exempt . . . . .

Salnrics (ree ** deduction of ineometae,” ' rxemype
tions," *' refunda ),

definitton of . . . .

cartiel autride India, when taxabde | .

cxamination fres, when not texnble grder

Government  pleaders feer {other than
tetaining fees) ot taxable ander

ineome from, inelnded in fuoome of year

in which received . . . .

lnnpunge  rewanls,  when e taxable
under . . . . . .
{

il

offierrs bt to ored pabd by Indisn
States when Bable

sd arnuallee anethod of taxstion

'{-
.
peidin United Kiepdam when exemyt

.

io
fable. .

. . . . .

rartnre’s ot aduoc il doduetiog

Provident Furd fprivate), payment. to
.mp!nt’:-m un retitemert from when
not taxable at snures . . ,

Provident Furels, pecornieed, interpreta
tinn Of- oy purpos s of . . .

Stoelinge Y
United Kinwlom, swhen txable

OVE Lo drasn in the

. .

sghbeld under Court’s vrder, taeabdo

.

Scholatships, exvinpst fren

. . "
Exemptions 7y

SC\CU.’“iCS \""“ v l)"d(:(’?i”!g of !!;hv};;r-{;;x,” "

eraptions,”

Y.
AR BN

27 eefunde 7Y,

Wwhen

sppreciation of, treated s ineome to

Insuranes cotnpany

eotttfieate by Inenmetax OQifieer suthor-
iing non-deduction, or dedpetion ot
lower rate

deprecintion or los- on . . .

sums plitced to reserve fur or written
off by Insurines company, wl-
mirsible dedoctions

. .

Pou

I
LN
| .

I

. 4o

Lid

-

AT AU

447 WA B0

.
U

9T, POVE,

oo,

H*
ot

17 (3, 18

RRCIR

61,

46

4

o8,
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Secunties—contd.
interest on loan for purchase of, per-
missible deduction, when . . .
interest on tax free, included 1n total in-
come . . N
meaning of] "

ecurities and shares, forming part of capital,
appreciation or  depre-

ciation of, mnot taken

into account n calculat-

ing income . .

profit on sale of, forming

part of reserve, not tax-

able
profits of speculahon in,
taxable . .

Co-operative Socxetxes, loss
under any head of income
that is exempt from tax
against any head of income
that is not so exempt

Bet-off, depreciation in excess of proﬁts, how to

. beadjusted. .

of interest on loan, ngam:t income imm

taxable and tax-free securities .

of loss in business—income from dividends

of loss under one head of income agamsc
profit under another

property no set-off, of loss under

securities or ghares—interest on borrowed
money invested in—excess of over inter-
est or dividend recewed—other taxable
lncoms

Bet-off of tax, as nltematwe to xefund to persons

assessed on salaries, and owners of securities .

Shatts in mines, depreciation on .

Shareholder (ses Dividend).

Bhares, cost of issuing, not admismble as business

expense
Ppremia on issue of not hab]e to tax .
Shares and securities (see Speculation).
Shipping companues, assessment of . .

P. 28,

S 16 (1), P. 28,
P. 21,98

P. 46

P. 46

P, 46,

P.17-A,
P. 46.

P 28,
P 46.

S 24, P 72,
8 9(1), Prov., P. 36.

P 72
P 59, 61, 92
P. 46
P 51

P. 51

.42 (), R. 33, P, 87 (1)



Shippinr Companies - ~antd,

British-- nrseaauent of . . .
depreciation . . . . .
Shipping, ocensional- .-
“nis‘lm’v tu dax of . . . . ,
owner ot elnrterer when o be deemied o
citery on bvige s 3n British India , .
port eleanaier not to be grantel until fax
paid . . . . . . .
Profit. and paivs how o be determined .
Sidinges in Dimnes, (E"!’!’Y“.';fﬂ‘:‘ﬂi on . . .
Socieles anonynies . . . . . .

in s hares and seenntied prafies peason

Speculation, in Liours propest s, pratite asenshle

able . . . . .

tatement of cane -0 Hinh Conr)
Stay o! prosocution by Arsiziant Cannnixsloner .
Stay of rocovery of tax (- How ey of tax, suss

penson of ),

Sterling Companios, profits of, copver bay method

Sterline dobontures, inter o on, when lialde ,
Sterling securitins, Tosrenment of Tiin, intened
an, when Hable . . . . .
Succession {o businerns . . . . .
Sugpar, manufacture of, prafitc ef, taxable .
Superannuation Funds, emplarver |, enntributione to,
whrn an adme ble dedueting . .
Superannuation Reserves, <um: plarad to, when an
ndmiible dedortion . . . .

Super-tax, allownuees admisdble for supretax (een
Allowanee ),

chargeable ondncome of individual,
Hivdu Undivided Family, emmpany,
unrepistered fitm or other as-aeiation,
Lot being o tegitered tinm .

cnmp:snfni. taxable at flat rate

exemptions from income-tax applicabls
to super-tax (roe Exemptions)

exemptions from income-tax inappli-
cablr to saper-tax (sen Exetaptions),
firms, reaistered, not Halle

P, &,

b, &5

7.

Pt
oo Taerestion (7).

P

A

OGP,

Pl

Pt

Poys,

SRR U B
I) .1

P40

P40,

SO0N, POI0, 1, 98,
Fin, Aet, P, 68,

8,55, P10 (2), 98
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Super-tax—contd.
pertnersim, Lable . . . . 8.14(2)(8), 58 (), P.10.
(2), 98.

parters, non-resident, liabulity of re-
sident partners for tax due on

shareof . . . 8.57(1), P. 99,
credit to be given for tax so deducted
in agsessing agent. . . B.BT3)

lisbility restricted to tax on sharc . 8.57(1),P 95
firms, umegxstered lisble as indivi.

dusls - ., 8.55,P.10(2), 8.

partrers liable xf ﬁrm not taxed « B. 55, Prov., P, b4, 98,

partners not liable if firm taxed + 8.55, Prov., P. 10 (2), 98.
Hindn Undivided Family, taxed as in.

dividns), member not taxable on share

whether family taxed or not . v B. 14 (), 16 (2), 60, P,

11, 54, 98.

sharebolders in compames, hable on

dividends . . . 8 PI4 {2), 65, 58 (1),

. 98,

principal officer of company to deduct
tax on diadend of non-resident . 8 57 (2). P. 99,
eredit to be given for sum so deducted
in assessing agent. . . v S.57(3).
refupd not sdmissble . . . 8,48 (1), 58 (7), . 98
tax, inadmissible deductmn from tax-
ableincome . . P.40.
tax, payable direct, nat by deductxon
(except in the case of nop-resident
shareholder and on payments of
accumulated balances of recognised
provident funds to employees) . . B b7 (2), 58 (2), 58-H.,
~ P.11.

total income, defined . . . . 8.56,P. 11,98
Bospension of colleckon (see *‘ Recovery of tax,
suspension of "'}
Tax (see ¢ Allowances,” “ Deductions from tax,”
Double income-tax)

Tax-tree securities (see * Securities "),

Tea—
Pprofits from the manufacture of, taxable . P2
taxable profits—how to be determined . . R.24,P.2



60

Total income, definition of, for income-tax . .
for refunds, npon-resi-

dente . . .

for tper-tax . .

Treado Commissioners in Indin, valary of, exempt
Tramp steamers (sor * Shipping, Occasianal 7).
Tramways, Electric, deprecintionon . . .

Tramenys (other than electrie tramway), weees-
ment of, sllowancei—deprecintion,  obrolis-
eence, ropuirs—-actual expenditure—optinn to

substitule . . . . . . .
Tramways in minea, depreciation on . .
Treasuy bills, tax not dedncted from yield of. .
Trustee, Lability of, for benaficiary . . ]

indemnification of | . . . .

way be ealled on to inruish lise of benefi-
cinrics . . . . . .

(official).  (See Ofheial Trucen)
Trusts, (ccr Charitable invtitations, Chantable pur-
posen) . . . . . y
Trusts, mixed, engquiry inte npplication of income .
proportion of expenses of munage-
mment allowsbls | . . .
Tum-over, acecsment on basis of pereentage on .

Unexpired risks, sume pliced to revrve for, by
Insurance Company, treated an Expendi-
ture . . . - . . . .

United Kingdom, incnme-tax paid in, deduction in.
admissible . . . .

income.tax, meaning of, and ex-

coea profits duty . . .

United Kingdom income-tax, relie]l in respeet of
double taxntion : . . . . .

United hmrdom, leave allowance, salary or pen-
rion of officers paid in, exempt . .
of private employees, paid in, when exempt.
Universities.  (Sce ]u:(cmp!mns.)

Urban areas, rent of vacant Iands in, when Jiable to
tax (under other sources) . . . .

5,9 (15) 15, P, 11,
8. 48 (4), P. 92

8. 56, P, 11, 05
JUBE

P. 46

P15, 46,

P, 40,

.23, Tlasteation (4), 69

5. 40, P 85, 85-A.

\

-
=

30,

0
32
-

P. 10,
R. 43,33, I 87,
R. 29, P, 107,
P. 3.
§.49(2) {¢), P. 03.
S. 40, P. 03
P. 17 (21), (25).

P. 27,

P. 29,
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Vacancies, allowance for . . . S 8 (1) (vis), P. 35.
inadmissible in respect of property Te-
served for owners' ocoupation . P. 35
Vacant Iand (see *“ Urban areas,” above).
Verifications, assessee himself must sign. . A Y
Victona Cross, allowance attached to, exempt . PYT(S).
‘Wasting assets, depreciation on, inadmissible - P46
Witnesses, summoned under Section 37, scale of
diet money and travelling expenses . P 69
‘Women, married, separately assessable .- P03

Wound and injury pensions, and gratwties. (See
Exemptions.)



