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NOTICE.

Names can be registered for the supply of corrections
to the Income-tax Manual on payment of an annual
subscription of Re. 1. Single copies of the correction
lists may be obtained .t three annas each post free.

Subscriptions should be paid to the DManager of
Publications, Civil Lines, Delhi.






PREFATORY NOTE TO THE FIRST EDITION.

The statutory piovisions relating to income tax are
contained 1 Parts T and IT of this Manual Part I
contains the Income tax Act and the relevant portion of
the Finance Act, and Part IT contains the rules made
under the Act

Part TIT contains instiuctions and notes designed to
assist income tax authorities in the determination of
questions which are bound to arise in assessments under
the new Act These instructions and notes have no
statutory force but income tax authorities should conduct
assessments 1 accordance with them until they are
cancelled or amended, unless 1n any particular 1nstance
the TIncome-tax Commuissioner should desire to suspend
action on any particular instiuction pending a represent-
ation to the Board of Inland Revenue

* * * * * *

In the marginal references “R’’ means a rule in Part
11, 8 a section of the Act n Part I, and “1?” a
paragraph i Part ITI of the Manual

SIMLA ; G. G. 81V,
} Member,
The 10th Aprd 1922, Board of Inland Revenue.
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ACT No XI or 1922, As SUBSEQUENTLY AMENDED

An Act to consoldate and amend the law relating to
Income tax and Super tax

‘WHEREAS 1t 15 expedient to consolidate and amend the
law 1elating to Income tax and Super tax, It 1s hereby
enacted as follows —

1. (7) This Act may be called the Indian Income tax
Short title estent Act, 1922
and coramencement

¥@) It extends to the whole of British Indw,p, 1,
sncluding British Baluchistan and the Sonthal Parganas,
and applies also, within the Indian States and the tribal
areas, to British subjects who are wn the service of the
Crown or of a local authority established wn the exercise
of the powers of the Crown Representative or the Cen-
tral Government wn that behalf, and to all other servants
of the Crown n the said States and areas

(3) It shall come mto force on the first day of April,
1922

2. In this Act, unless there 1s anything 1epugnant in
Defin tions the subject o1 context,—

(2) “‘agricultural mmcome’ means—

P,
(@) any rent or revenue derived from land which 1s
used for agricultural purposes, and 1s either
assessed to land revenue 1n British India or
subject to a local rate assessed and collected
by officers of *the Crown as such,
(b) any income derived from such land by—
(¢) agriculture, or

(22) the performance by a cultivator or receiver
of rent in kind of any process ordinarily
employed by a cultivator or receiver of
rent w-hind to render the produce raised
or recerved by him fit to be taken to
market, or

* The Government of India (Adaptation of Indian Laws) Order 1837
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(zi7) the sale by a cultivator or receiver of rent-
in-kind of the produce raised or received
by him, in respect of which no process
has been 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
cultivator, or the receiver of rent-in-kind,
of any land with respect to which, or the
produce of which, any operation mentioned
1 sub-clauses (7)) and (i77) 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;

P, 3. (2) ‘‘assessee’” means a person by whom Income-tax
1s payable;

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

P, 34, (4) “‘business’ 1includes 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;

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

P. 4, (6) “company’’ means a company as defined in the
Indian Companies Act, 1913, or formed in pursuance of VII
an Act of Parliament or of -Royal Charter or Letters
Patent, or of an Act of the Legislature of a British
possession. and includes any foreign association carrving

on business in British India whether incorporated or not.

*This clauss was inserted by the Central Board of Revenume Act, 1624 (I
of 1924).
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and whether its principal place of business 1s situated 1n
British India or not which the *Central Board of Reve
nue mav, by general or special oider, declare to be &
company for the purposes of this Act,

t(64) “firm”, “partner’’ and ‘‘partneiship’’ have

the same meanings respectively as in the Indian Contract
Act, 1872, and

(7) “Income tax Officer’”” means a person appointed
to be an Income tax Officer under section 5,

(8) “‘Magstrate” means a Presidency Magistrate or
a Magistrate of the first class, or a Magistrate of the
second class specially empowered by the {Central Govern-
ment to try offences against this Act

(9) “‘person’’ includes a Hindu undivided famly,

(20) “‘prescribed” means prescuibed by rules made
under this Act,

(17) ‘““Previous year ’ means—

(@) the twelve months ending on the 81st dav of
March next preceding the year for which the
assessment 1s to be made, or 1f the accounts of
the assessee have been made up to a date
within the said twelve months 1 respect of a
year endmg on any date other than the said
31st dav of Maich then at the option of the
aseessee the year ending on the day to which
his accounts have so been made up

Piovided that 1f this option has once been exer
cised by the assessee, 1t shall not again be
exercised so as to vary the meammg of the
expression ‘‘previous vear’’ as then appl-
cable to such assessee except with the consent
of the Income tax Ofhicer and upon such condi-
tions as he may think fit, or

() i the case of any person business or company,
or class of person business or company, such

* Amended by tle Central Board of Reverue Act 1924 (IV of 1924)

+ Inserted by the Ind an Income tax {imendment) Act 1930 {XXT of 1930)

N B—The defimtions of firm and partnership 1n the Indian Contract
Act 1872 have been replaced by the Indian Partnership Act 1932 (IN of 1932)
but the definitions 1 the latter Act are effective owing to the operation of
section B of the General Clanses Act 1807 (X of 1897)

+The G t of India (Ad of Indian Laws) Order, 1037
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period as may be determined by the Central
Board of Revenue or by such authority as the
Board may authorise in this behalf;

n
P.7.8. (72) “principal officer’” used with reference to a local
autheritys or a company or any other publie hody or any>
assoeiation, means --
(n) the seeretary. treasurer, manager or agent of the
authority, company, body or association, or
(b) any  person  connected with the authority, com-
pany. hody or association upon whom the
Ineome-tax Officer has served a notice of his
intention of treating him as the principal
officer thereof:

P, 9, (13) “‘public servant” has the same meaning as in the {gg °

Indian Penal Code:
P, 10, (74} i registered firm™ means a firm registered under
R, 2-6, the provisions of scction 26-A;
P, 11, (15) *‘total income™ means total amount of income,

profits and gains from all sources to which this Act
applies computed in the manner laid down in section 16;

and

P, 10, (16) ‘‘unregistered firm’’ means a firm which is not a
registered firm.

CHAPTER 1.
CHARGE OF INCOME-TAX.

P, 2, 6, 3. Where any Act of the *Central Legislature enacts
that income-tax shall be charigd for any

1 9 £4] \ N

Ch r 2
18, 14, tax. 0 % "™ year at any rate or rates]applicable
15, to the total income of an assessee. [tax at the rate or those

rates shall be charged for that year in accordance W}'Qh,

and subject to the provisions of, this Act in respect of/all

. income, profits and gains/of the previous year of every
* Amended by the Indian Income-tax (Amendment) Act, 1924 (XTI of 1924).

("7 4 Amended by the Indian Income-tax (Amendment) Act, 1930 (XXI of 1930).
1 The Government of India (Adaptation of Indian Laws) Order, 1937.




E)

*wnduidual Hindu undinded famly company fam and
other assoration of imdurduals §

4, (1) Save as heremafter piovided this Act shallP.13,15,
N apply to all income, profits or gains, as 16,
Application of Aot
described 01 comprised in section 6,
from whatever souice deiived, accrming o1 arsing, or
recenved 1n British Tndia o1 deemed under the provisions
of this Act to accrue o1 atise o1 to be 1ecerved 1 British
India

(2) {Income, pilofits and gamns accruing o1 arisimng
without British India to a peison resident 1n British
Inding shall, of they are 1eccincd in or brought wnto Britash
Indwa, be deemed to have accrved or arisen wn  British
India and to be fincome, profits and garns of the year wn
whach they are so recewved o1 brought, notwithstanding

the fact that they did not so acciue o1 arise 1 that yvem
T’ ¥ * ¥ % %

1Provided that nothwng contained wn this sub section
shall apply to any wncome, profits or gains so accruing or
arising prior to the 1st day of April 1933 wunless they are
wncome, projfits or gains of a business and are recerved in
or brought wnto British India unthin three years of the
end of the year wn which they accrued or arose

{Provided further that mothing wn  this sub section
shall apply to wncome from agriculture amsing or accru
g wn a State wn Indwt from land for which any annual
payment wn money or w kind 1s made to the State

Explanation —jIncome, profits or gams accruing or
arising without British India shall not be deemed to be

*+ Amended by the Indiwn Income tax (Amendment) Act 1924 (NI of 1924)

t Nore—The amendments nade 1 Sections 3 55 and 56 of the Act by
+the Indian Income tax {Amendment) Act 1974 (AT of 1924) shall have effect
.as 1f they had been made on the first day of Aprit 1923 and mcome tax and
super tax shall be deemed to have been chargeable for the year commencing
on that date and to be lo for the year on the first day
of Apnl 1924 at the rate or rates applicabl for those years to tle total mcome
of an mdividual 1n respect of the income profits and gams and of the total
ncome respectively of every association of mndividuals for which no rate of
‘tax has Leen otherwise laid down by law

JArended by the Indian Income tax {Amendment} Act 1933 {XII of 1933)

. lg;gzx;)ended by the Ind an Income tax {Further Amendment) Act 1923 (XXVII
o

9 Repenled by the Indtan Income tan |Amendment) Act 1033 (XIT of 1833)
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reeelved or brought into British India within the mean-
ing of this sub-section by reason only of the fact that they

are taken into account in the balance sheet prepared in
British India. - . - prep -

P, 2{.’7, 33, (3) This Amt shall not apph' to the following classes of
78, 1ncome :—

P, 21, () Any income derived from property held under
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 purposes. the income applied. or finally
set apart for application. thereto.

P, 21, “ (4} Any income of a religious or charitable insti-
tution derived from voluntarv contributions
ana applicable solelv to religious or chari-
table purposes.

(77} The income of local authorities.

(¢z) Interest on securities which are held by. or are
the property of. anv Provident Fund to

which the Provident Funds Aect. 3807 IXc
applies.¥ * = = = 3 ’

P, 23. (r) Any capital sum received in commutation of
the whole or a portion of a pension. or in
the nature of con\ohrhted compensauon for
death or injuries. or in payment of any

n\umnce/ ‘policy. or as the accumnulated
balanfe at the credit of a subscriber to any
such Provident Fund

(r?) Anyx special allowancé. benefit or perquisite
specifically granted to meet expenses wholly
and necessamh incurred in the perform-
ance of the duties of an office or employment
of profit.

(r#7) Any receipts not being receipts arising from
business or the exercise of a pzoiessmn.
vocation or cccupation. which are of a

casual and non-recurring nature. or are not

{(XIX of

P, 23, 32.

P, 33,

* V.0 —The refenuoe s row to the Prowrdent Funds et 3825

+Repesiad by the Indian Ineomstax {Amerdmwen? Act 2% (XTI of 1823}
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by way of addition to the remuneration of
an employé.
(vii7) Agricultural income. P, 2,
*(iz) Any income received by trustees on behalf of P, 24.
a recognised provident fund as defined in
clause a) of section 58-A.

In this sub-section ‘‘charitable purpose’” includes re-
lief of the poor, education, medical relief, and the ad-
vancement of any other ob]ect of general public utlhty

4/)4-
CHAPTER II.

e INCOME-TAX AUTHORITIES.

P
5. (1) There shall be the following classes of Income-P, 85,
ncomo tex suthon tax authorities for the purposes of this
ties. Act, namely :—
(@) the Central Board of Revenue,
(4) Commissioners of Income-tax,
(¢) Assistant Commissioners of Income-tax, and
() Income-tax Officers.

i* * * * * *

}(8) The §Central Government may appoint a
Commissioner of Income-tax for any area specified in the
order of appointment.

(4) §The Central Government may appoint for any
area as many Assistant Commissioners of Income-tax
and Income-tax Officers as it thinks fit. They shall
perform their functions Win respect of such persons

x Huserted by the Indian Income tax (Provident Fands Rehef) Act, 1929
f 1929).
+tRepealed by the Central Board of Revenue Act, 1924 (IV of 1924)
IHubstituted by the Indian I tax (Second Amendment) Act, 1933
‘va oi 1933}

§T 2 (A of Indian Laws) Order, 1937,
<u Ammaee by the Indnn Tacome.tox {Second Amendment) Act, 1033 (XVIIT
33)

of U
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or classes of persons and of such incomes or ciasses of
wncome and in respect of such areas as the Commissioner
of Income-tax may direct* and, where two or more
Assistant Commissioners of Income-tax or Income-tax
Officers have been appointed for the same area, in
accordance with any orders which the Commissioner of
Income-tax may make for the distribution and allocation
of the work to be performed. The Commissioner 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 exercised
by the Assistant Commissioner and the Commissicner,
respectively, and, for the purposes of any case in respect
of which such order applies, references in this Act or in
any rules made hereunder to the Income-tax Officer and
the Assistant Commissioner shall be deemed to be refer-
ences to the Assistant Commissioner and the Commis-
sioner, 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 in 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 appointed 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 Taree in which they perform their functions.

*Inserted by the Indian Income-tax (Second Amendment) Act, 1933 (XVIII
of 1933).
tAmended by the Indian Income-tax (Second Amendment) Act, 1933 (XVIIL

of 1933).
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CHAPTER III
TaxaBLE INCOME

6. Save as otherwise provided by this Act, the follow P. 13,
ing heads of income, profits and gains
Heads of 1ncome shall be chuigeable to 1ncome tax 1n
chargeablo toncome  ¢he  manner  hetemnafter  appeuing
namely —
(z) Salaries
(22) Interest on secuiities
(122) Property
(22) Business
(v) Professional earnings
(27) Other souices

7. (1) Fhe tax shall be payable by an assessee unde: P, 33, 34,
the head ‘‘salaries’” in respect of any 8@,
salary or wages, any anmnty, pension
o1 gratuity, and any fees, commissions, perquisites or
profits recerved by him 1n heu of, or in addition to, any
salary or wages, which are paid by or on hehalf of *the
Crown, a local authority, a company, or any other public
body or assoclation, or by or on behalf of any private
employer

{Explanation —The 11ght of a person to occupy free
of rent as a place of residence any premises provided by
his employer 1s a perquusite for the purposes of this sub
section

Provided that the tax shall not be payable 1 respect p, 11, 78,
of any sum *deducted from the salary payable by or on
behalf of the Crown to any mdinidual bemmg a sum
deducted wn accordance with the conditions of his service
for the purpose of securing to hum 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 thisp, 1, 15,
head 1f paid in British India shall be deemed to be so
chargeable 1f paid to a British subject or any servant of
His Majesty 1n any part of India by *or on bekalf of the
Crown or by a local authority established *in exercise of

Balares

*The G of India (Ad %% Indiwn Laws) Order 1937
fInserted by tho Indian Income tax (Amendmert) Act 1923 (XV of 1028) .
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the powers of the Crown Representative or the Central
Government on that behalf.

P, 16, 39, 8. The tax shall be payable by an assessee .under the
g mterest on soouri. head ‘‘Interest on securities’” in
oS respect of the interest receivable by
him on any security of the *Central Government or of a
*f’y'ovincial Government, or on debentures or other secu-
rities for money issued by or on behalf of a local authority

Oor a company :

TProvided that no income-tax shall be payable under
this section by the assessee in respect of any sum deducted
Jrom sucl’ interest by way of commission by a banker
realizing such interest on behalf of the assessee :

P, 11, Provided further that no income-tax shall be payable
on the interest receivable on any security of the Govern-
ment of India issued or declared to be income-tax free:

Provided, further, that the income-tax payable on the
interest receivable on any security of a *Provincial (ov-
ernment issued income-tax free shall be payable by that

¥ Provincial Government.

P.40,42, 9. (1) The tax shall be payable by an assessee under
. Promurt the head ‘‘Property’” in respect of the
Fopery: bond fide annual value of property con-
sisting of any 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 bnsi-

ness, subject to the following allowances, namely :—

P, 42, () where the property is in the occupation of the
owner, or where it is let to a tenant and the
owner has undertaken to bear the cost of
repairs, a sum equal to one-sixth of such
value;

P, 43. (1) where the property is in the occupation of a
tenant who has undertaken to bear the cost
of repairs, the difference between such value
and the rent paid by the tenant up to but
not exceeding one-sixth of such value;

Order, 1937.
Act, 1933 (XVIIT

* The Government of India (Adaptation of Indian Laws)
+ Inserted by the Indian Income-téx (Second Amendment)

of 1933).
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(221) the amount of any annual premium paid to in P. 44
suie the propeity against 11sh of damage or
destruction,

*(1v) where the property s subject to a mortgage,
or other capital charae, the amount of any
wnterest on such mortguge o1 charge, where
the property 1s subject to a ground rent, the P. 45,
amount of such ground rent, and where the
property ha< been acquired with borrowed
capital, the amount of any wnterest payable
on such capital and not specrfically charged
upon the property itself

(v) any sums pud on account of land 1evenue m P, 69,
respect of the property,

(v?) 1n respect of collection charges a sum not ex P, 48,
ceeding the presciibed masimum, R. 7.

(v22) 1 respect of vacancies, such sum as the In P, 47, 48,
come tix Officer may determine having
1egard to the circumstances of the case

Provided that the aggregate of the allowances made P. 49,
under this sub section shall  no case exceed the annual
value

(2) For the purpo~ « of this section, the expression P, 41,
“annual value’ shall ve deemed to mean the sum for
which the property might reasonably be expected to let
from year to yeat

Provided that, where the property 1s 1n the occupation P, 41.
of the owner for the purposes of lis own residence, such
sum shall, for the puiposes of this section, be deemed
not to exceed ten per cent of the total income of the
owner

10. (1) The tax shill be payable by an assessee under P. 50, 52,
B the head ‘“Business’” in respect of the
siness profita ne gains of any business carried

ou by lnm

* Amended 1y the Indian Income tax {Seccnd Amendment) Act 1933 (XVIII
of 1933}
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P
0 Soch profits or s
PRI profits or gains shail be computed after mak

ftaii(;x*.':z:g allowances, namely :—

L any rent poaid . s ) .
L o e prmis i whih
a1y substangial part of {){IOH 'ed 'thatﬁ when
as on d\‘:(‘”imr.houuel by 2? pl('amlses Is used
alowance u?xd('r A this C]qi;ec dfseﬁsie’ the
stin as the Incume-t:i;: dfﬁf‘sm , e Sueh
mine having regard to the oporth oler
‘ RS proportional part

~5 qeed

(201 respect of repairs, where the assessee is the
tenant only of the premises, and has under-
taken to bear the cost of such repairs, the
amount patd on account thereof, provided
that, if any substantial part of the premises.
i< used by the assessee as a dwelling-house, a
proportional part only of such amount shall
be allowed:

({571 1 respect of eapital borrowed for the purposes
of the business. where the payment of inter-
est thereon s not in any way dependent on
the earning of profits, the amount of the
interest paid;

Foaplawtion. - -Recurring subscriptions _paid
periodically by shareholders or  subscribers
in such Mutual Benefit Societies as may be
preseribed, shall be deemed to be capital
horrowed within the meaning of this clause;

(ir} in respect of insurance against risk of damage
or destruction of buildings, machinery,
plant. furniture, stocks or stores, used for

the purposes of the business. the amount of

any premium paid:
(z) in respect of current repairs to such buildings,
machinery. plant, or furniture, the amount

paid on account thereof;

(rf) in vespect of depreciation of such buildings,
machinery. plant, ov furniture being the

property of the assessee, a sum equivalent t?.

such percentage on the original cost thereo
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to the assessee as may in any case or class of
cases he prescribed : . 89,

Provided that—-

(¢) the preseribed 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 gains chargeable for that year, or
owing to the profits or gamns chargeable being
Jess than the allowance, the allowance or part
of the allowance to which effect has not been
given, as the case may be, shall be added to the
amount of the allowance for depreciation for
the following year and deemed to be part of
that allowance, or, if there 1s no such allow-
ance for that year, be deemed to he the
allowance for that year, and =0 on for succeed-
ing 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, 1826, «hall, mn no
case, exceed the onginal co-t to the arsessee
of the buildings, machinery, plant, o1 furm-
ture as the cace may he,

{ri) in respect of any machinery or plant which inp, gg,
eoncequence of its having hecome obeolete,
has been sold or diccarded, the difference he-
tween the original cost to the assescee of the
machinery or plant as reduced by the aggre-
gate of the allowances made n respect of
depreciation under clauce (zi), or any Act
repealed  hereby, or the Indian Income-tax
Act, 1556, and the amount for which the
machinery or plant is actuallv sold, or its
rerap value;
*(ziin) in respect of animals which hase heen usedP. 61,

for the purposes of the buciness otherwvise
than as stock in trade and have died or

*fnsertsd by g3 Irduan Yomrere fax (Amendrect) At 1222 (1) of 1922)
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P.50,63,  (2) Such profits or gains shall be computed after mak.
4.  ing the following allowances, namely :—

P, 55, . (9) any rent paid for the premises in which such
business is carried on provided that when
any substantial part of the premises is used
as a dwelling-house by the assessee, the
allowance under this clause shall be such
sum as the Income-tax Officer may deter-
mine having regard to the proportional part.
so used;

P. 56. (¢%) in respect of repairs, where the assessee is the
tenant only of the premises, and has under-
taken to bear the cost of such repairs, the
amount paid on account thereof, provided
that, if any substantial part of the premises
1s used by the assessee as a dwelling-house, a
proportional part only of such amount shall

be allowed;

P, 57, (¢¢1) in respect of capital borrowed for the purposes
of the business, where the payment of inter-
est thereon is not in any way dependent on
the earning of profits, the amount of the
interest paid; o _

Eaplanation.—Recurring subscriptions l}))ald
periodically by shareholders or subscri eg’s
in such Mutual Benefit Societies as may 6]3
prescribed, shall be deemed to be C?le'
borrowed within the meaning of this clause;

iv) in respect of insurance against risk of damage
P. 58. (¢0) or (IiJeStruction of bgﬂdings, machmeil;y,‘
plant, furniture, stocks.or stores, used t 311;
the purposes of'the business, the amoun
any premium, paid; ‘ S
P. 56. (v) in respect of current repairs t0 suclzh ulrl mofné
‘ machinery, plant, or furniture, the ar

paid on account thereof; »
Nl L bu1 1mgs,
(vi) in respect of depreciation of SEICII boing  the
) machinery, plant, or fumutulee et to
property of the assessee, SL_SI}m1 %ost thereof

such percentage on the origind

P






P. 50, 53,

54,
P, 55,

P. b6.

P. 57.

P. 58.

P. 56.

r:; 59::
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~ (2) Such profits or gains shall be computed after mak-
ing the following allowances, namely :—

(?) any rent paid for the premises in which such
business is carried on provided that when
any substantial part of the premises is used
as a dwelling-house by the assessee, the
allowance under this clause shall be such
sum as the Income-tax Officer may deter-
mine having regard to the proportional part
so used;

(72) in respect of repairs, where the assessee is the
tenant only of the premises, and has under-
taken to bear the cost of such repairs, the
amount paid on account thereof, provided
that, if any substantial part of the premises
1s used by the assessee as a dwelling-house, a
proportional part only of such amount shall

be allowed;

(¢77) in respect of capital borrowed for the purposes
of the business, where the payment of inter-
est thereon is not in any way dependent on
the earning of profits, the amount of the
interest paid;

Eaplanation.—Recurring subscriptions  paid
periodically by shareholders or subscribers
in such Mutual Benefit Societies as may be
prescribed, shall be deemed to be capital
horrowed within the meaning of this clause;

(7v) in respect of insurance against risk of damage
or destruction of buildings, machinery,
plant, furniture, stocks or stores, used for
the purposes of the business, the amount of
any premium, paid;

(v) in respect of current repairs to such buildings,
machinery, plant, or furniture, the amount
paid on account thereof; .

(v?) in rvespect of depreciation of such buildings,
machinery, plant, or furniture being the
property of the assessee, a sum equivalent to
such percentage on the original cost thereof
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to the assessee as may in any case or class of
cases be preseribed

Provided that—

(a) the preseribed particulars have been duly fur-

nished,

(b) where full effect cannot be given to any such

allowance 1n any year owing to there being no
profits or gains chargeable for that year, o
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 case may be, shall be added to the
amount of the allowance for depreciation for
the following year and deemed to be part of
that allowance, or, 1f there 1s no such allow
ance for that year, be deemed to be the
allowance for that year, and so on for succeed
g years, and

{c) the aggregate of all such allowances made under

this Act or any Act repealed herebv or under
the Indian Income tax Act 1886 shall 1 no
case, exceed the original cost to the assessee
of the buldings machinery plant ot furm
ture as the case may be

consequence of 1ts having become obsolete
has been sold or discarded the difference be
tween the original cost to the assessee of the
machinery or plant as reduced by the aggre
gate of the allowances made in respect of
depreciation under clause (v} or any Act
repealed hereby, or the Indian Income tax
Act 1886, and the amount for which the
machmerv or plant 1s actually sold o1 1ts
scrap value,

for the purposes of the business otherwise
than as stock in trade and have died or

*Inserted by the Indan Incore tax (Amendment) Act 1928 (IIT of 1928)

R. 8-9.

(v37) 1n respect of any machinery o1 plant which m p_ gg,

*¢orza) 1 respect of ammals which have been usedP. 61,



P, 62, 69.

P, 63.

P. 53, 64,
66.

‘'
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become permanently useless for such pur-
poses, the difference hetween the original
cost to the assessce of the animals and the
amount, if any, realised in vespect of the
careasses or animals; )

(vi7?) 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:

“(ri7ia) any sum paid to an employee as bonus or com-
mission for services rendered. where such
sum would nol 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 reasonable 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 ques-

tion; 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:

tProvided 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
accounting 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

A Ry
Professional earn. the head ‘‘Professional earnings’™ 1n
ings. respect of the profits or gains of any

profession or vocation followed by him.

* Inserted by the Indian Income-tax (Third Amendment) Act, 19830 (XXT1I

ot %rggr(\)g;zrted by the Indian Income-tax {Amendment) Act, 1928 (III of 1928).
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*(@) Such profits or gans shall be computed afterp, g7,
mahing the followwng allowances, namely —

(1) any expenditure {not being n the nature of
capital expenditure) wcurred Solely for the
purposes of such profession o1 vocation, and
not being personal expenses of the assessee,

(12) wn respect of deprecintion of bwldings and
deprecration and obsolescence of machinery,
apparatus, apphances, plant, furnitwre or
other capital assets being the property of
the ussessee and used solely for the purposes
of such profession or wvocation, the allow
ances specified wn clauses (vt) and (vu) of
sub section (2) of section 10 subject to all
the conditions specified in those clauses

(3) Professional fees paid n anv part of India to aP. 15,
person ordinarily resident 1n British India shall be deemed
to be profits o1 gains chargeable under this head

12 (1) The tax shall be payable by an assessee under P, 40,
the head ‘‘Other sources’ in respect of
mcome, profits and gains of every kind
and from every source to which this Act applies (1f not
mncluded under any of the preceding heads)

(2) Such ncome profits and gains shall be computed P, 68,
after making allowance for any expenditure (not being
m the nature of capital expenditmie) mecurred solelv for
the purpose of making or earning such income profits or
gains provided that no allowance shall be made on account
of any personnl expenses of the assessee

Other sources

Method of account the purposes of sections 10, 11 and 12

mg m accordance with the method of
accounting regularly employed by the assessee

13. Income profits and gains sliall be computed for p_gn,
A

s

Provided that 1f no method of accounting has been
1egnlarly employed or 1f the method employed 15 such
that, in the opimion of the Income tax Officer, the income,
profits and gains cannot properly be deduced therefrom,

* Substituted by the Indian Income tax ({Second d
VI e 1) ¥y {Secon: Amendment) Act 1933



P.11, 70,
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{.110{1 L}hc computation shall be made upon such basis and
m such manner as the Income-tax Officer may determine

' 14. (7) The tax shall not he payable by an assessee in

LXemptions  of ¢S : i 1

ey tiony B ‘mspeat of any sum which .h('a receives as
a member of a Hindu undivided family.

() J}}U tax shall not he payable by an assessee in
1espeet of-

() amy sum which he receives by way of dividends as
a sharcholder in a company where the profits
or gams of the company have been assessed to
icome-ftax; or

(b} such an amount of the profits or gains of any firm
which have heen assessed to income-tax as is
proportionate to his share in the firm *at the
time of suel assessment; or

t{r) anyv sum which he receives as his share of the
profits or gains of an association of indivi-
duals, other than a Hindu undivided family,
company or firm, where such profits or gains
have been assessed to income-tax.

15. (1) The tax shall not be payable by an assessee in
Exemption in 1.e vespect of any sums paid by him to
case of Iifo insurances.  offect an insurance on his own life or on
the life of his wife, or in respect of a contract for a
deferred 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. IS

1 b ¥ X ¥ *

(2) Where the assessee is a Hindu qndivided family,
there shall be exempted under sub-section (Z) 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.

(3) The aggregate of any sums exempted under this
section shall not. together with any sums exempted under

*Inscrted by the Indian Income-lax (Amendment) Act, 1928 (III of 1928).
+Inserted by the Indian Income-tax (Amendment) Act, 1930 (XXII of 1930).
1 N.B.—The reference is now to the Provident Funds Act, 1925 (XIX of

1925).
IRepealed by the Indian Income-tax (Amendment) Act, 1924 (XI of 1924).
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the proviso to sub section (I) of section 7, *and any sums
exempted under sub section (1) of section 58-F exceed
one s1th of the total mcome of the assessee P, 24,

16. (7) In computing the total income of an assessee
sums exempted under the proviso toP. 11.
Exonptionsandex  gub section (1) of section 7, tthe second
t,‘.;“&’;’.;{;{ig’;‘:;‘;“ and third provisos to section 8 sub-
section (2) of section 14 and section 15,
shall be included

(2) For the puiposes of sub section (I), any sum men
tioned 1n clause (a) of sub section (2) of section 14 shall P, 74, 82
be mcieased by the amount of income-tax payable by the
company 1n respect of the dividend recerved

1(3) In computing the total income of any individual
for the purpose of assessment, there shall be included—

(a) so much of the income of a wife or mmmor child
of such ndividual as arises ditectly or in
directly-—

(2) from the membership of the wife 1n a firm of
which her husband 1s a partner,

(1) from the admussion of the minor to the bene
fits of partnership in a firm of which such
mdividual 1s a partner,

(u7) from assets transferred directly or 1n
directly to the wife by the husband other
wise than for adequate consideration or in
connection with an agreement to live apart
or

(w) from assets transferred directly or indirectly
to the mmnor child, not being a married
daughter, by such individual

and

*Inserted by the Indian Income tax (Provident Fund Relief) Act 1829 (AII
~of 1929)

: L')[nserted by the Indian Income tax (Second Amendment) Act 1933 (XVII1
of 1933,

$ Inserted by the Indian Income tax (Amendment) Act 1937 (IV of 1937)



18

(D) so much of the income of" any association of
individuals consisting of such individual and
his wife as arises from assets transferred to
the association by such individual,

17, Where owing to the fact that the total income of

Reduction of tax A1) assessee has reached or exceeded a

when marsin abover  certain limit he is liable to pay
certain limit is small, : : :

_ income-tax or to pay income-tax at a
higher rate, the amount of income-tax payable by him
shall, where necessary, be reduced so as not to exceed the
aggregate of the following amounts, namely :—

P.11,75.

(#) the amount which would have been payable 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.

CHAPTER IV.

DeEDUCTIONS AND ASSESSMENT.

18. (7)* (

Payment by dedue- ’
iion at source.

‘ (2) Any person 1'esp0nsi13%e for p’a’tymgn antythlem;gfnlz
\P. 36, 73, chargeable under the head Salaries’’y shall, ‘at the time

w77, of payment, deduct income-tax ‘Trégﬁ_-gz,o&sng{%g : B the s
\ anount payable at she ra,teLanlgqa.b_le to the ‘estim

L; income of the assessee under this head :

Amendment) Act, 1933 (XVIII

* Repealed by the Indian Income-tax (Second
Act, 1933 {XVITI

of 'i% inss)e;rted by the Indian Tncome-tax (Second Amendment)

of 1933).
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Provided that such person may, at the time of making
any deductron, increase or 1educe the amount to be deduct-
et under this sub section for the purpese of adjusting

any excess or deficiency arising out of any previous deduc
tion or failure to deduct

*(2a) Notwithstanding anything hereinbefore contain
ed, for the purpose of making the deduction ander sub
section (2), there shall be mncluded 1n the amount payable
any income chaigeable under the head ‘Salaries which
15 payable to the assessee out of India by or on behalf of
tthe Crown and the value 1n 1upees of such income shall g, 11-A.
be calculated at the presciibed rate of exchange P. 78.

(3) The person 1esponsible for paymg any incomep, 34,39,
chargeable under the head ‘‘Interest on securities’ shall
Yunless otherwise prescribed wn the case of any security of
the tCentral Government at the time of payment deduct
mcome tax. tbut not super-taxz on the amount of the inter
est payable at the masimum rate

}Provided that where the Income tat Officer gves a
certificate i writing (which certificate he shall gwe n
every proper case on the application of the assessee) that
to the best of has belwef the total wncome of a reciprent unll
be less than the mimimum hable to wncome tax or will be
lable to a rate of wncome tax less than the mazimum rate
the wverson responsible for paying any wncome herewn
referred to to such recipient shall untrl such certificate
1s cancelled by the Income tax Officer, pay the wncome
without deduction or deduct the tax at such less rate,
as the case may be.

1(84) Where the Income tax Officer has reason top, 80,
believe that the total income of any person residing out of 131,
British India to whom any interest not bemng ‘Interest on
Securities’ 1s payable will 1 any year esceed the
maximum amount which 1s not chargeable with super tax

‘S)Inserhd by the Indian Income tax (Second Amendment) Act, 1925 (XVI of
102!

1The Glovernment of India (Adaptation of Indian Laws) Order 1937

$Inserted by the Tndun Income tax {Second Amendment) Act 1933 (XVIII
of 1933)
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under the law for the time being in force, he may by order
I writing, require the person responsible for pa,ying such
unterest to such person to deduct at the time of payment
income-tax and super-tax at the rates determined by the
Income-tax Officer to he applicable to the total income of
such person in that year,

. (88) Where the person responsible for paying any
Interest  not being ‘Interest on Securities’ to any person
pays Lo that person in any year an amount of such interest
exceeding in the aggregate the maximum amount which is
not chargeable with super-tax under the law for the time
being in force, the person responsible for paying such
interest shall, if he has not reason to believe that the
recipient is resident in British India, and no order under
sub-section (3.4) has been received in respect of such
recipient, deduct at the time of payment income-tax on
the total amount of such interest at the rate appropriate
to such total, and super-tax on the amount by which such
total exceeds the maximum amount not chargeable with
super-tax at the rate applicable to such excess.

"(9C') Where the Income-tax Officer has reason to
believe that any person, who is a shareholder in a com-
pany, is resident out of British India and that the total
income of such person will in any year exceed the maximum
amount which is not chargeable to super-tax under the
law for the time being in force, he may, by order in
writing, require the principal officer of the company to
deduct at the time of payment of any dividend from the
company to the shareholder 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 shareholder

in that year.

*#(3D) 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

*Inserted by the Indian Income tax (Secand Amendment) Act, 1933 (XVIIX

of 1933).
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.
person which is not chargeable to super-tax under the law
for the time being in force, and the principal officer of the
company has not reason to believe that the shareholder is
resident in British India, and no order under sub-section
(3C) 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
applicable 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) All sums deducted in accordance with the pro-
visions of this section shall, for the purpose of computing
the income of an assessee, be deemed to be income received.

(5) Any deduction made in accordance with the provi-
sions of this section shall be treated as a payment o
income-tax *or super-taz on behalf of the
whose income the deduction was made, or <
of the security, as the case may be, and ewein i
given to him therefor in the assessment, if zry maoz 127
the following year under this Act:

accordance with the provisions of Th
any portion of the tax so deducted. £~ s
for the amount of such refund.

is a person whose income i=
of sub-section (8) of sectizr
another person that persm
person or owner on wi:
and to whom credit s=="
the following year.

*Inserted by the Infar Tmeess
1933)

1 Inserted by the Ivfir SrrmedXs IEIEDETE o wes o

15.
83.
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(6) All sums deduacted in accordas '
. (6) All : ance with the provi-
::_Lonb of this section shall be paid within the -presgfi%‘;ld
Ilme*by the person malking the deduction to the credit of
the *Central Government, or as the Central Board of

Revenue directs.

(7) If any such person does not deduct and pay the tax
as required by for under this section, he shall. . without
prejudice to any other consequences which he rﬁay incur
be deemed to be }an assessee in default in respect of the

tax. )

tProvided that the Income-tax Officer shall not make
a direction under sub-section (I) of section 46 for the
recovery of any penalty from such person unless satisfied
that such person has wilfully failed to deduct and pay the

tax.

(8) The power to levy by deduction under this section

shall be without prejudice to any other mode of recovery.

P, 78, _\/(9) Every person deducting income-tax jor super-taz

116.

R. 13.

in accordance with the provisions of sub-sections (3),
T(3A), (3B), (3C) or (3D) shall, at the time of payment
of interest, furnish to the person to whom the interest is
paid a certificate to the effect that income-tax tor super-
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.

19. In the case of income chargeable under fany head
other than “salaries’” or “‘interest on securities’’, and 1n

Payment in other any case where income-tax has 1;013
cases. been deducted in accordance with the

provisions of section 18, the tax shall be payable by the

assessee direct.

tion of Indian Laws) Order, 1937.

* t of India {Adapta
The Govermmtn: ¢ ! {Second Amendment)  Act, 1933

tInserted by the Indian Income-tax
{(XVIIT of 1933).
Substituted by the Indian Income-tax {Second Amendment)  Act,

(xém of 1933).

1933
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*19-A. The principal ofticer of every company shall, enR. 42,
Sappl 8 o1 befoie the 15th day of Junc i cach 43,
pply of nforma '
ton regardng dni )eu, furmsh to the prescibed oftier a P 87.
dends letmin m  the prescitbed form  and
venfied 1n the prescribed manner of the names and of the
addresses, as entered 1n the 1egister of shueholdels mun-
tamed by the company, of the shaicholders to whom a
dividend o1 aggregate dividends exceeding such amount
as mav be presctibed 1n this behalf has o1 have been distii-
buted duiring the pireceding year and of the amount so
distributed to each such sharcholder

20. The principal officer of every company shall, at the P, 82,
Cortificato by com  tC 0f distnibution of dividends, fur- 116.
pany to shareholders Mish  to  every petson 1ccerving o
rocowing dadents )y 1 dend a certificate to the eftect that
the company has pud ot will pay income tax on the profits
which are bemng distributed and speeifying  such othor
particulats 1s mav he prescuibed

. .

$20-A. The person 1esponsible fo1 paying any ntorest g, 43-A
Supply of i not being ‘Interest on Sceurities’ shall,

pply ol informa
tion regarding ntero ¢ o1 or before the fifteenth day of Juno n
each vear, furmish to the preseribed oflicer 2 returnt m the
prescribed form and versfied in the prescrsbed manner of
the names and addresses of all persons to whom dnimg the
previous financial year he has pud interest o3 aggregato
mterest exceeding such amount not hemg fest than  onag
thousand rupees as may be prescobed  gn this bhehalf,
together with the amount pud to each such pergon

2L The prescribed petdon in the case of every CGoveirn- g 15,
A ment oflice, and the prmcipad officer m p. gg
nnual return e
the prescnibed person an the  (we of
every local authority, compiny o1 athes public body o

*Inserted by the InVan I ¢ we bax (Amer Juest) A& Vo0F (YY1 af 177
fﬁgfﬁ;eml Ty the Infiun Toeers o tar {13 A/,I«M/ 0y A{,yl /it
o
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may require, on speciied points. shall, by an order im
Wriing, assess the total income of the assessee. and
determine the sum pavable by him on the basis of such
assessment.

4) If the prine Ponar of
bexéoh fails to} ma;:]epglroeiﬂutfé ?ﬁ;?f ) Ncomp a:l};\— or anr other
S e ! , ler sub-section (7) or sub-
*LCUO]D (<) ICJM aﬁﬁcilon 22, as the case mav be. or fails 1o
comply with all the terms of tice 3ss T =
sectj}m‘z 5 of the mn;e Til;ﬂ%:fn ao rn%;:za(:i;jaued under sub-
P S s ; o made a reinrn,
fa1ls to comply with all the terms of a notice issued onder
sub-section (£) of this section. the Income-tax Officer =hall
make the assessment 10 the best of his judement *and. in
thr ease of a roaistered frm, nay cancel it 7eOISTTEIION.

“Provided that the registration of a firm shall not be
cancelled nntil fourteen days have elapsed from the issme
of a notive by the Income-tax Officer to the firm intimating
his intention io cancel its regisiraiion. )

"Z3-A. (7) Where the Income-tax Officer is satisfied

Poser 10 neees 1 that any firm or other association of
Greidre]l members of  1RAITIduals  carrving on anv business.
certean firms. sssotis- piher than a Hindu undivided familv o
tions an ] companzes. . - n

) a companv. 1s under the conirol of one
member thereof. and that such firm or association has been
formed or 1z being used for the purposs of evading or
reducing the liability 10 tax of any member thersof. he
mav. with the previous approval of the Assistant Com-
missioner. pass an order that the smm payable as income-
tax by the firm or association shall not be determined.
and thereupon the share of each member in the profits and
gains of the firm or association shall be included in his
total income for the purpose of his assessment thereon.
£200iaTion WHO
apival of the
1t Tact be

Erplanation.—A member of a firm or a
owns the whole or the major portion of the ¢
fvm or association shall not by Teason only of
deemed to control the firm or association.

) Where the Income-tax Officer 1s satistied tniat »
company is under the control of not more than uve o1 118
members and that its profits and gains are allowed 1
accumulate beyond its reasonable needs. €x

* o,
Voaed

1sting aml

t, 183 I
*Ipserted by the Indwan Income-tas {Amendment) Act, 1550 (XXT o
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contingent, having regard to the maintenince and deve-
lopment of 1ts business, without being distributed to the
members, or that a reasonable part of its profits and gaing
having regard to the smid needs, has not been distributed
to 1ts membeis 1 such manner as to render the amount.
distributed hiable to be 1ncluded 1n their total mcome, and
that such accumulation or failure to distribute 1s for the
purpose of preventing the mmposition of tax upon any of
the membets 1n 1espect of their shares 1 the profits and
gamns s0 accumulated o1 not distributed, the Income tay
Officer may. with the previous approval of the Assistant.
Commussioner, pass an order that the sum payable as
income-tax by the company shall not be deternined and
thereupon the proportionate shate of each member 1n the
profits and gains of the company whether such profits and
gamns have been distributed to the members or not shall
be included 1n the total icome of such member for the
purpose of his assessment thercon

Provided that this sub section shall not apply to any
company which 1s a subsidiary company or in which the
pubhic are substantially mterested

Explunation —For the puipose of this sub section —

(2) a company shall be deemed to be a subsidiary
company, 1f by reason of the beneficial owner
shup of shates theremm the control of the
company 1s 1 the hands of a company met
being a company to which the provisions of
this sub-section apply or of two or more
companies none of which 1s a  company  to
which those provisions apply,

(b) a company shall be decmed to be & company m
which the public are substantally interested
1f shares of the company (not bemng shales
entitled to a fined 1ate of dividend whether
with or withont a further right to paiticy
pate 1 profits) earrying not less tham
twenty five per cent of the +oting power
have been allotted unconditionally to, or
acquired uncondstionally by, and aze at the
end of the previous veamr beneficially held
by, the public (not mcluding a company to
which the provisions of this sub section
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gums which have escaped assessment or have been
assessed at too low a rate in respect of which he is
debarred from issuing a notice under section 34.

©) 1'701' the purpose of making an assessment under
sub-section ( 1), the Income-tax Officer may serve a notice
upon such person requiring him to furnish, within such
time not heing less than seven days as may be specified in
tie notice, a return in the same form and verified in the
same manner as a return under sub-section (2) of section
22, setting forth (along with such other particulars as
may be provided for in the notice) his total income for
cach of the completed previous years comprised in the
period first referred to in sub-section (7) and his estimat-
cd total income for the period from the expiry of the last
such completed previous year to the probable date of his
departure; and the provisions of this Act shall, so far as
may be. apply as if the notice were a notice issued under
sub-section (2) of section 22.

#24B. (1) Where a person dies, his executor, adminis-

Tax of decensed trator or other legal representative
person  pavable by < .
reprasentative. shall be liable to pay out of the estate
of the deceased person to the extent to which the estate is
capable of meeting the charge the tax assessed as payable
by such person, or any tax which would have been payable
by him under this Act if he had not died.

(2) Where a person dies before he is served with a
notice under sub-section (2) of section 22 or section 34, as
the case may be, the Income-tax Officer may serve on his
executor, administrator or other legal 1'ep1'esentative- a
notice under sub-section (2) of section 22 or under section
34, as the case may be, and may proceed to assess the
total income of the deceased person as if such executor,
administrator or other legal representative were the
assessee. \ .

(3) Where a person dies, without having furnished a
return which he has been required to furnish under the
provisions of sub-section (2) of section 22, or having
furnished a return which the Income-tax Officer has
reason to believe to be incorrect or incomplete, the

Inserted by the Indian Income-t
of 1933).

ax (Second Amendment) Act, 1933 (XVII1
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Income-tax Officer may make an assessment of the total
income of such person and determine the tax payable by
him on the basis of such assessment, and for this purpose
may requre from the executor, admimstrator or other
legal 1epresentative of the deceased person any accounts,
documents or other evidence which he might under the
provisions of sections 22 and 23 have required from the
deceased person

25. (1) Where any business, profession or vocation ‘on
Assosmment 1 caso 10RCH tncome-taz was not at any tumr P.14, 96,
of disontmued bust  charged under the provmsions of the
Tiess Indian Income-tar Act 1918, 1s discon
tinued 1 any jear, an assessment may he made m that
year on the basis of the income, profits or gamns of the
period between the end of the previous year and the date
of such discontinuance imn addition to the assessment, 1f
any, made on the basis of the income, profits or gains of
the previous yea:

(2) Any person discontinuing any such business pio P. 96.
fession o1 vocation shall give to the Income tax Ofhcer
notice of such discontinuance within fifteen days thereof,
and, where any person fails to give the notice 1equired by
this sub section, the Income tax Officer may ditect that a
sum shall be 1ecovered from him by way of penalty not
exceeding the amount of tax subsequently assessed on him
m respect of any income, profits or gains of the busimess
profession or vocation up to the date of 1ts discontinu
ance

(8) Where any business, profession or vocation 2* *
* on which tax was at any time charged under theP,14, 96.
provisions of the Indian Income tax Act, 1918, 1s dis
continued no tax shall be payable 1n respect of the income,
profits and gains of the peiiod between the end of the
previous year and the date of such discontinuance, and
the assessee may further claim that the mncome profits
and gamns of the previous year shall be deemed to have
been the income profits and gains of the said period
Where any such claim 1s made, an assessment shall be
made on the basis of the income, profits and gamns of the

1 Amended by the Indian Income tax (Amendment) Act 1924 (\I of 1924)
2 Repealed by the Indian Tncome tax (An endment) Act 1924 (XTI of 1024)
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rﬁgis;tratifr% forhthe purposes of this Act-and of any other
chactment ror the time being in force relatin I
tax or super-tax. i 8 o fheome-

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

Z7. Where an assessee or, 1n the case of a company, the
Can ollation of ms.  PTIDCIpal officer thereof, within  one
sessmart when - catiso month from the service of a notice of
. 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 1n accordance with the provisions of section

23:

#28. (1) If the Income-tax Officer, the Assistant Com-
missioner or the Commissioner, in the
lenalty for concesl  course of any proceedings under this
proper distribition of  Act  is satisfied that an assessee has
profits concealed the particulars of his income
or has deliberately furnished inaccurate particulars of
such income, and has thereby returned it below 1ts real
amount, he may direct that the assessee shall, in add1t101:}
to the income-tax payable by him, pay by way of pe{la_ltlj
a sum not exceeding the amount of the income-tax which
would have been avoided if the income so returned by the
assessee had been accepted as the correct income.
r, the Assistant Commis-
the course of any proceed-
profits of a
wise than in

2) Tf the Income-tax Office
sioner or the Commissioner, 11
ings under this Act, is satisfied that the ‘
registered firm have been distributed other
y the Indian Income-tax {Amendment)

*Substituted for the original section b
Act, 1930 (XXI of 1930).
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accordance with the shares of the partners as shown in the
mstrument of partnership registered under this Act
governing such distribution, and that any partner has
thereby 1etuined his mcome below 1ts real amount he
may durect that such partner shall, m addition to the
tncome 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 1f the income returned
by such partuer had been accepted as his correct ncome,
and no refund or other adjustment shall be claimable b,
any othel partner by reason of such direction

(3) No order shall be made under sub section (1) o1
sub section (2) unless the assessee or partner as the case
may be, has been heard o1 has been given a reasonable
opportunity of being heard

(4) No prosecution for an offence agamst this Act shall
be instituted mn 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 (I) 01 sub wec
tion (2) shall forthwith send a copy of the sume to the
Income tax Officer

29. When the Income tax Officer has determined oP. 100,
sum to be payable by an assessee under R. 20,

Notroofdemend  go0t10n 98 “or when an order has been

passed under sub section (2), of section 25 or section 28
for the payment of a penalty the Income tax Officer shall
serve on the assessee a notice of demand in the presciibed
form specifying the sum so payable

80 (1) Any assessee objecting to the amount o1 rate at P. 51, 86,

Appeal aganst as  WHIch e 15 assessed under section 23 or
sessment under this  section 27 or denving his linbility to be
At assessed under this Act or objecting to
a refusal of an Tncome tax Officer *to reqister a firm under
section 26 4 or to make a fresh assessment under section 27
or to any order against him under sub section (2) of section
25 tor section 25 A or section 28, made by an Ircome tax
Officer may appeal to the Assistant Commissioner agrinst
the assessment or against such refusal or order

f‘Ig;!rted by the Indian Income tax (Second Amendment} Act 1933 (NVIIT
of 19

+1nserted hy the Indian Income tax (Amendmert) Act 1930 (\XI of 1930)
B2

8,

101,
140.
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Provided that no appeal shall lie in respect of an
assessment made under 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 intimation
of the refusal Tio pass an order under sub-section (1) of
section 25-A | or to register a firm under section 26-4, or of
the date of the refusal to make a fresh assessment under
section 27. as the case may be; but the Assistant Commis-
sioner may admit an appeal after the expiration of the
period if he is satisfied that the appellant had sufficient
cause for not presenting it within that period.

(3) The appeal shall be in the prescribed form and
shall be verified in the prescribed manner.
31. (7) The Assistant.Commissioner shall fix a day

Hoaring of appet, 2124 place for the hearing of the appeal,

‘ *and may from time to time adjourn the
hearing. o
(2) The Assistant Commissioner may, before disposing
of any appeal, make such further inquiry as he thinks fit,
or cause {urther inquiry to'be made by the Income-tax
Officer. _
(3) In disposing of an appeal the Assistant Commis-
sioner may, in the case of an order of assessment,—

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

() set aside the assessment and direct the Income-tax
Officer to malke 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 thereupon proceed to make such fresh
assessment. L. .

tor, in the case of an order refusing *to register o fgm
under section 26-A1, or to make a fresh assessment unaer,

section 27,
*Inserted by the Indian Income-tax (Second Amendme

of 1933). ) XX of 1957)
by R ling and Amending Act, 1937 ( o .
gIr{::fg:Edbyy thgp?[idign Income-tax (Second Amendment) Act, 1930 (XXII

of 1930).

nt) Act, 1933 (XVIII
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(¢} confirm suck order, or cancel 1t and direct the
Income taz Officer *to register the firm or to
make a fresh assessment* as the case may be,

-or, 1n the case of an order under sub section (2) of section
2 or section 28,—
(d) confirm, cancel or vary such order

Provided that the Assistant Commissioner shall mnot
-enhance an assessment unless the appellant has had a

reasonable opportumity of showing cause agamst such
enhancement

32. (1) Any assessee objecting to an order passed by p, 108
Appeals  ogamst 81 Assistant Commissioner under sec 140
gdors of Asestant tion 28 or to an oider enhancing s
assessment under sub section (3) of sec
tron 31, may appeal to the Commissioner within thirty
davs of Tehe date on which he wns served with notice of
such order

(2) The appeal shall be 1n the prescribed form, and R, 22
shall be verified 1n the prescribed manner P, 87.
(3) In disposing of the appeal the Commissioner mav,
after giving the appellant an opportumty of being heard,
pass such orders thereon as he thinks fit
83. (1) The Commussioner may of his own motion call p 104
for the iecord of any proceeding under
this Act which has been taken by any
authority subordinate to him or by himself when exercs
g the power of an Assistant Commissioner under sub
section (4) of section 5

Power of review

(2) On 1ecept of the record the Commissioner may
mahe such enquiry or cause such mquiry to be 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

‘I;ss)erted by the Indian Income tat (Second Amendment) Act 1933 (XVIIT
of 19

tSubstibuted by the Indan Incometax ({Second Amendment) A<, 1933
XVIII of 1833)
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*33-A. (1) Any person aggrieved by an order of am
Boferanca to Hoard Income-tax Officer under sub-section
o cforaes. . (1) or sub-section (2) of section 23-A
m.),y,dw;lt.hﬁn thirty days of the date on which he was
served with notice of such order, lodee an 2 eal 1

of , in th
office of the Commissioner. g tP )

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

() The Commissioner shall refer such appeal, with a
statement of his own opinion thereon, io a Board of
Referecs 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 there-
upon 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 it to the
Income-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 1in
accordance therewith, 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
subject to appeal to any Income-tax authority, and shall
not be revised by the Commissioner 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 m 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.
¥ Tnserted by the Indian Income-tax (Second Amendment
of 1730).

) Ach, 1950 (XXIX
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(7) Subject to the provisions of sub section (6), the
Cential Board of Revenue mav make rules regulating the
formation, composition and procedure of Boards of
Referees

34 Tf for any reason income, profits or gains charge P, 87,
able to mncome tax has escaped assess 105,
aslZome  €APNS memt 1m any jear or has been assessed at
too low a rate, the Income tax Officer
mav at anv time within one year of the end of that vear
serve on the person liable to pay tax on such income, pro
fits or gains, or, 1n the case of a company, on the principal
officer thereof, a mnotice contaming all or any of the re
quirements which may be 1ncluded 1n a notice under sub
section (2) of section 22 and may proceed to assess or re
assess such 1ncome, profits or gamns and the provisions of
this Act shall, so fa1 as may be apply accordingly as if
the notice were a notice 1ssued under that sub section

Provided that the tax chall be charged at the rate at
which 1t would have been charged had the income, profits
or gains not escaped ment or full a ment as the
case may be

85, *(1) The Commssioner or Assistant Commissione: P, 106.

Rectificatron ofms MY, At any tume within one year from
ttake the date of any order passed by ham in
appeal or, wn the case of the Commassioner, 1w revision
under sectron 83 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
assessment, as the case may be, and shall within the Ithe
period rectify any such mistake which has been brought
to s notice by *¢he assessee

Provided that no such rectification shall be made,
having the effect of enhancing an assessment unless the
ACommassioner, the Assistant Commussioner or the
Tncome tax Officer, as the cace may be, has given notice to
‘the assessce of his intention so to do and has allowed him
a reasonable opportumtv of being heard

*Amended by the Indian Income tax (Amendment) Act 1928 (IIT of 1928)



40

(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.

(3) 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 snch notice of demand
sl.m.ll be deemed to be issued under section 29, and the pro-
visions of this Act shall apply accordingly.

P. 107, 36. In the determination of the amount of tax or of a

Tax to bo caleulateq  Yeiund payable under this Act, frac-

to nearest anna. tions 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.

P. 89. 37. The Income-tax Officer, Assistant Commissioner
Power to take and Commissioner shall, for the pur-
ovidenco on onth, ote.  poses of this Chapter, have the same
powers as are vested in a Court under the Code of Civil
Procedure, 1908, when trying a suit in respect of the Vofl
following matters, namely :—

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

(b) compelling the production of documents; and
(c) issuing commissions for the examination of
witnesses;

P. 89. and any proceeding before an Income-tax Officer, Assis-
tant Commissioner or Commissioner under this Chapter
shall be deemed to be a ‘‘judicial proceeding’’ within the
meaning of sections 193 and 228 *and for the purposes -
of section 196 of the Indian Penal Code. 1560,

38. The Income-tax Officer or Assistant Commissioner

P. 8. may, for the purposes of this Act,—

Power to call for
information.

(1) requive any firm, or Hindu undivided family
to furnish him with a return of the members
of the firm, or of the manager oI adult

‘ male members of the family, as the case may
be, and of their addresses;

Y XIL
*Inserted by the Indian Income-tax (Second Amendment) Act, 1930 (XXI
of 1930).
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(2) require any person whom he has reason to believe
to be a trustee guardian or agent, to turmsh
him with a retwin of the names of the persons
for or of whom he 1s trustee guardian, or
agent, and of their addresses

*(8) 1equare any person whom he has reason to be
licve to be engaged wn business, fo furmash
lam with @ return contaiming particulars of
the location and style of s principal place
of business and of Ris branch busimesses,
if any, the names and addresses of his
pariners wm any business, and the extent of
h1s own share and the shares of all sucn
partners wn the profits of such business or
businesses

39. The Income tas Officer or Assistant Commis P, 89.

Power to mopect S.ONET, OF any  porson authorised 1
the register of mem 'WI1ting in this behalf by the Income
bors of any campany  tqv Officer or Assistant Commussioner,
mav 1nspect and, if necessary tahe copies or cause coples
to be taken, of any 1egister of the members, debenture
holders or mortgagees of any company or of any entry in
such register

CHAPTLR V
LiaBrrITy IN Spreral CAses
40. In the case of any guardian, trustee or agent of P, 108,

Guardians  trstees Q1LY Pelson bemg a minor lunatic or
and agonts wdiot or residing out of British India
(all of which persons aie heremafter in this section 1n
cluded in the term ‘beneficiary ) being 1n receipt on
behalf of such beneficiary of anv income, profits or gains
chargeable under this Act, the tax shall be levied upon
and recoverable from such guardian trustee or agent, as
the case may be i Iihe manner and to the same amount
as 1t would be leviable upon and recoverable from any
such beneficiary 1f of full age, sound mind or resident
i British India and in direct receipt of such income,
profits or gams and all the provisions of this Act shall
-apply accordingly

*Inserted Ly the Indian Income tax (Second Amendment) Act 1933 .
{XVIII of 1933)
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P. 108.

P, 15, 69,
119, 111
R. 33."

P. 115.

P. 111.
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41. In the case of income, profits or gains chargeable
Courts of Warde, ote. under this Act which are received by
the Courts of Wards, the Adminis-

trators-General. the Official Trustees or by any receiver
or manager (including any person whatever his designa
tion who in fact manages property on behalf of another)
appointed by or under any order of a Court, the tax shall
he levied upon and recoverable from such Court of Wards,
Administrator-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 per-
son on whose hehalf such income, profits or gains are re-
ceived. and all the provisions of this Act shall apply ac-

cardingly.

42. (1) In the case of any person rvesiding out of
o sesidonts Brmsh qu}a, all profits or gains accru-
: : 1ng or arising to such person, whether

directly or indivectly, through or from any business con-
nection or property in British India. shall be deemed to
he income aceruing 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 income-tax :

Provided that any arrears of tax may be recovered
also in accordance with the provisions of this Act from
any assets of the non-resident person which are. or may
al any time come, within British India.

(2) Whete a person not resident in British India, and
not heing a British subject or a firm or company con-
stituted within His Majesty’s dominions or a branch
thereof, carries on business with a person resident in
British Tndia, and it appears to the Income-tax Officer
or the Assistant Commissioner, as the case may be, that
owing to the close connection between the resident and
the non-resident person and to the substantial control
exercised by the non-resident over the resident, the course
of business between those persons is so arranged, that
the business done by the resident in pursuance of his
connection with the non-resident produces to the resident
either mo profits-or less than the ordinary profits which
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might be expected to arise in that business, the profits
derived therefrom or which may reasonably be deemed to
have been derived therefrom, shall be chargeable to 1n
«come tax m the name of the resident person who shall be
deemed to be, for all the purposes of this Act, the assessee
an respect, of such income tax

*(8) Whete any profits or gains have acciued or arisen
to any person directly or indirectly from the sale in
British India by ham or by any agency or branch on his
behalf of any merchandise exported to British Incha by
mm or any agency or branch on his behalf from any place
outside British India the profits or gains shall be deemed
to have accrued and arsen and to have been received 1n
Briatish India, and no allowance shall be made under sub
section (2) of section 10 1n respect of any bnying or other
<commussion whatsoever not actually paid or of any other
amounts not actually spent for the purpose of earning
such piofits or gaing

43. Any person employed by or on behalf of a person p, 111.
N residing out of British India, or having
gents to 1nclude
persons  treated as ANy business connectlon with such per-
such son or through whom such person 1s 1n
the receipt of any income, profits or gains upon whom the
Income tax Officer has caused a ubtice to be served of his
intention of treating him as the agent of the non resident
person shall, for all the purposes of this Act, be deemed
to be such agent

Provided that no person shall be deemed to be the
agent of a non resident person, unless he has had an
opportunity of bemng heard by the Income tax Officer a~ to
s habiity

44 Where any business, profession or vecationp, gg,
Lishihty m case of carried on by a fiim has been diconti
a discontinued frmor  Ded, every person who was at the time
Jpartuersap of such discontinuance a mamber of
such firm shall be jomtly and severally kat» for the
amount of the tax payable 1 respect of the rmeee profits
and gatns of the firm

*Inseried by the Indian Income tax (Amendn’m:‘) Lz T e ITT
-
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CHAPTER V-A.*

SPECIAL PROVISIONS RELATING TO CERTAIN CLASSES OF
SHIPPING.
44-A. The provision of this Chapter shall, ‘notwith-

Linbility to tax of Standing anything contained in the:
or:casional shipping. ] other provisions of this Act, apply for-
the purpose of the levy and recovery of tax in the case of
any person who resides out of British India and carries.
on business in British India in any year as the owner or
charterer of a ship (such person hereinafter in this.
Chapter being referred to as the principal), umnless 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

Return of pronts British India of any ship in respect of
and gains. which the provisions of this Chapter:
apply, the master of the ship shall prepare and furnish
to the Income-tax Officer a return of the full amount paid.
or payable to the principal, or to any person.on his behalf,
on account of the carriage of all passengers, live-stock
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 docu-
ments 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
carriage of the passengers, live-stock and goods shipped
at the port. .

(3) When the profits and gains have been assessed as
aforesaid. the Income-tax Officer shall determine fchei
sum payable as tax thereon at the rate for the tuned bem%'
applicable to the total income of a company, a{tin suct
sum shall be payable by the master of the ship, and a port-
clearance shall not he granted to the ship until the Cus-
toms-collector, or other officer duly authorised to grant
the same, is satisfied that the tax has been duly paid.

*Inserted by the Indian Income-tax (Further Amendment) Act, 1923 (XXVII
of 1523).
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44-C. Nothing m this Chapter shall be deemed tc
prevent a principal from claiming, 1n
any year following that m which any
payment has been made on his behalf under this Chapter,
that an assessment be made of s total 1ncome m the
previous yeas, and that the tax payable on the basis there
of be determined in accordance with the other provisions
of this Act and, 1f he so claims, any such pavment as
atoresaid shall be tieated as a payment m advance of the
tax and the difference between the sum so pud and the
amount of tax found payable by him shall be paid by himn
or refunded to lim, as the case may be

Adjustment

CHAPTER VI
Recovery or Tax anp PENALTIES

45. Any amount specified as payable 1n a notice of p, 115,
demand *under sub section (4) of sec
twon 23 A or under section 20 or an
order under section 31 or section 32 or section 33, shall be
pard within the time, at the place and to the person
mentioned 1n the notice or order or if a time 15 not so
mentroned, then on or before the first day of the second
month following the date of the service of the notice or
order, and any assessee failing so to pay shall be deemed
to be 1 default, provided that, when an assessee has
presented an appeal under section 30 *or under section
33 A, the Income tax Officer may 1n his discretion treat
the assessee as not being 1n default as long as such appeal
1s undisposed of .
46 (z) When an assessee 15 1n default 1n makmg aP, 115,

Mode snd time of Payment of income tax the Income tax
Tecovery Officer may m  his discretion direct
that, m addition to the amount of the arrears a sum not
exceeding that amount shall be recovered from the assessee
by way of penalty

t(1 A) For the purposes of sub section (I) the In

come tan Officer mav direct the recovery of any sum less
than the amount of the arrears and may enhance the sum

Tax when payable

*Taserted by the Indiun Incowe t.x {Amendment) Act 1930 (XXI of 1930)
+¥;§:fed Dy the Indin Tncome tax (Amendment) Act 1023 (IIT of 1928)
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(s)? fill'ectgd to be recovered from time to time in the case
ol 4 continuing default, so however that the total sum so

directed to be recover
vered shall not exceed
the arrcars pavable. the amount, of

() The Income-tax Officer r forwar

tor a certificate under;:\hiOsfog;aIt?ti?e ﬁOIXV'af’ld o

y o oon : pecitying the amouny

ol arrears due from an assessee, and the Collector on
receipt of such certificate, shall proceed to recover ‘from
such assessee the amount specified therein as if it were
an arrear of land revenue.

“Provided that without prejudice to any other powers
of the Collector in this behalf, he shall for the purpose of
recovering the said amount have in respect of the attach-
ment and sale of debts due to the assessee the powers
zL:!uclz {1]1(]/"1' the Code of Civil Procedure, 1908, u Civil
Court has in respeet of the attachment and sale of debis
due to a judgmeat debtor for the purpose of the recovery
of an amount due under a decree.

() In any area, with respect to which the Commis-
stoner has directed that any arrears may be recovered by
any process enforceable for the recovery of an arrear of
any municipal tax or local rate imposed under any enact-
ment for the time being in force in any part of the pro-
vince, the Income-tax Officer may proceed to recover the
amount due by such process.

(4) The Coemmissioner may direct by what authority
any powers or duties incident under any such enactment
as atoresaid to the enforcement of any process for the
recovery of a municipal tax or local rate shall be exercised
ov performed when that process is employed under sub-
section (3).

(5) If any assessee is in receipt of amy 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
>hall comply with any such requisition and shall pay the
sums so deducted to the credit of the fCentral Govern-
ment. or as the Central Board of Revenue directs.

*Inserted by the Indian Income-tax (Second Amendment) Act, 1933

(XVIII

f 1933). )
© TGo)vemment ot India (Adaptation of Indian Laws) Order, 1937
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*(6) If the recovery of income tax 1 any atea has
been entrusted to a Provincial Government under section
124 (1) of the Government of India Aect 1935, the
Provincial Government may direct with respect to that
area or any part thereof, that income tax shall be re
covered theiein with, and as an addition to any mumic
pal tax or local rate by the same person and 1n the same
manner as the municipa! tax or local rate 1s recovered

(7) Save 1 accordance with the provisions of sub p, 115,
section (I) of section 42, no proceedings for the recovery
of any sum payable under this Act shall be commenced
after the expiration of one year from the last day of the
year 1 which anv demand 1s made under this Act

47, Any sum 1mposed by way of penalty under the P, 115.

rovisions of sub section (2) of section

nefs{ecovery of penal 55 section 28 o1 sub seétlon (7) of
section 46 shall be recoverable in the manner provided in  *
this Chapter for the recovery of arrear of tax

CHAPTLR VII

REFUNDS
48. (1) If a shareholder m a company who has recery P.11, 82
Refunds ed any dividend therefrom satisfies the 1i8.

Income tax Officer tor other authority
appornted by the *Central Government n this behalf
that the rate of mncome tax applicable to the profits
or gains of the company at the time of the declaration of
such dividend 1s greater than the rate applicable to his
total 1ncome of the year in which such dividend was de
clared tor that his total wncome wn such year 1< below the
mnamumn chargeable with wneome taz he shall, on produe
tion of the certificate recerved 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)
calculated at the difference between those rates tor at
the rate applicable to the profits and gawns of the com-
pany at the tume of the declaration of such dwidend, as
the case may be

* of India {Adaptation of Indian Laws) Order 1837
Tlnsened by the Indian Income tax (Second Amendment) Ae', 1930 (XXII
of 1

tImetted by the Inan Income tax (Second Amendment) Act 1933 (XVIIT
of 1033)
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. 0(21)} If a member of a registered firm *or any person
v etng a minor has been admitted to the benefits of
parinership in such firm satisfies the Income-tax Officer
ror other authority appointed by the 1Ceniral Govern-
ment in ﬂz?s' behalf that the rate " of Income-tax ap-
plicable to his total income of the previous year was legs
than the rate at which income-tax has been levied on the
profits or gains of the firm of that vear *or that his total
wmeome of the previous year was below the minimum
clzm‘_/;mblc_ with income-taz, he shall be entitled to a re-
fund on his share of those profits or gains caleulated at
the difference hetween those rates *or at the rate at which
wmeome-tax has been levied, as the case may be.

(2) If the owner of a security from the interest on
which. or any person from whose salary, income-tax has
been deducted in accordance with the provisions of sec-
tion 18, satisfies the Income-tax Officer tor other
authority appointed by the i1Central Government in
¢his behalf that the rate of income-tax applicable to
his total income of the previous year was less than the
rate at which income-tax has been charged in making
such deduction in that vear *or that his total income of
the previous year was below the minimum chargeable with
income-tax, 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 *or
at the rate at which income-taz has been deducted, as the

case may be.

§(3-4) Where the shareholder referred to in sub-sec-
tion (Z), or the member of a registered firm or the minor
admitted to the benefits of partnership referred to in sub-
section (2), or the owner of a security referred to in sub-
section (3) is a person whose income is included under the
provisions of sub-section (3) of section 16 in the total
income of another person, the provisions of sub-se.ctlons
(7), (2) and (3) shall apply as if that person were himself
+he person entitled to a refund under those sub-sections.

{Second Amendment} Act, 1833

*Tpserted by the Indian Income-tax

(XV f 1933). i
(Y"'r%fsetx)'ted by)* the Indian Income-tax (Second Amendment} Act, 1930 (XXIL
of 1933},
¥ Government
§ Inserted by

Laws) Order, 1937

India (Adaptation of Indian
of i ot Act, 1937 (IV of 1937).

Indian Income-tax {Amendment)
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_ *(4) For the purposes of this section ‘total ieome’ P. 116.
includes, m the case of any person not resident i British
India, all income, profits and gains wherever aising,
accrwing or received, which, 1f arising acciuing or recery
ed 1 Bratish India, wounld be included m the computation
of total income under section 16

#(5) Nothing 1n this section shail entitle to any re p, 116,
fund any person not iesident in British India who 1s
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 m India

148-A. (1) If n any case not provided for by section P. 117,
1o 48 or by the provisions relating to re
e el funds e{’sewhefe contaned 1n this Act
the Income tax Officer 15 satasfied upon claim made 1m this
behalf, that tax has been paid by or on behalf of any
person with which he was not propeily chaigeable o1
which was 1n escess of the amount with which he was
properly chargeable, the Income tax Officer shall allow
a 1efund to such person of the amount so paid o1 so paid
1 excess
(9) The Assistant Commussioner 1n the evercise of hxf
appellate powers or the Commussioner 1n the exercise of
his appellate powers or powers of revision 1s satisfied 22
the like effect shall in like manner cause a 1efund to 2=
made by the Income tax Officer of any amount frmni
have been wrongly paid or paid in excess
(8) Nothmg in this section shall operate T v
any objection or appeal which 1s otherwise -z
authorise the revision of any assessment O7 2™
which has become final and conclusive o~ =k —
any officer of a decision of his own wiifL = =z >t -
appeal or revision, o1 where any relief 3= =+ =
vided elsewhere 1n this Act, to entitls sz ~===r <
relief other or greater than that relssl
49. (1) If any person who hes
Reliof 1n rospect of 2™ for any vear
United Kingdom 1w  lNcOme proves o
ome tox Tncome tax OZ =

Izte

s

W
+
il

-

* Inserted by the Indian Income fzx {fymemow - 707 Z77 27

+ Inserted by the Indian Incometsz e Zomeromme
of 1933)
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(o 0 s s 100 St year i respet, of
he wwas enbiticd me, and that the rate at which

as entitled to, and has obtained, relief under the
provision of scction 27 of the Finance Act, 1920, is lesslo& 1 g
than Lh‘c ]nd_mu rate of tax charged in respect of thatde 18
part of his income, he shall be entitled to a rofund of a
sum calculated on that part of his income at a rate equal
to the difference between the Indian rate of tax *or
appropriate yate of United Kingdom income-taz, which-
ever s less, and the rate at which he was entitled to, and
obtained, relicf under that section :

(2) In sub-section (7)—

(a) the expression ‘‘Indian income-tax”  means
income-tax and super-tax charged in ac-
cordance with the provisions of this Act;

(h) the expression ‘‘Indian rate of tax’’ means the
amount of the Indian income-tax divided by
the income on which it was charged;

(¢) the expression ‘“‘United Kingdom income-tax’

‘ means income-tax and super-tax chargeable
in accordance with the provisions of the In-
come-tax Acts.

‘() the expression ‘appropriate rate of United
Kingdom income-tax’ has the meaning assign-
ed to that expression in section 27 of the
Finance Act, 1920, as amended by the
Tinance Act, 1927. :

of this Act,

+49-A. Where under any of the provisions
a refund is found to be due to any

Power to sob off  yopson  the Income-tax Officer, Assist-

amount of refunds Lo ..
against tax romainng  ant Commissioner or Commissioner,

payable. as the case may be, may, in lieu of
payment of the refund, set off the amount to be refunded,

or any part of that amount against the tax, if any, re-
maining payable by the person to whom the refund is due.

+48-B. Where through death, incapacity bankruptcy
liquidation or other cause, a person

Power of represen- i
tative  of deceased WhO quld but for such cause have
- petson or  pemon  haon enptitled to a refund under any

p t mak -2 3
disabled i ° of the provisions of this Act, or to

claim on his behalf.
Act, 1934 (XXIX of 1934).
) e} e, 1633 (XVIIT

P.5118.

dian Income tax (Amendment

* d by the In
Inserted by dian Income tax (Second Amendment)

+Inserted bv the In
of 1933). -
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make a claim under section 48 o1 48 A or 49, 1s unable to
tecerve such refund or to make such claim his executor,
admimstrator or other legal representative, or the trustee
or Tecelver, as the case may be, shall be entitled to receive

such refund o1 to make such claam for the benefit of such
person or his estate

50. No claim to any refund of income tax under this

Chpter shall be allowed unl F. 126.
Linutation of claims pter shall be allowed unless 1t 1s

for refund made within one year from the last dav

of the yea1 1n which the tax was recovered “or before the

last day of the financial year commencing after the expiry

of the “‘precious year”, as defined wn clause (11) of sec

twn 2 1 which the wncome arose on which the tax was

recorered whichever period may erpire later  Provided

tlat a clavm to 10fund under section 49 may be admasted

after the period of limitation herewn presciibed  when

the apphicant satisfies the Commissioner or an Assistant

Commessioner of Incame tax specially empowered n thes

behalf by the Central Board of Revenue that he had

suffictent cause for not making the clavm withwn  <uch
period .

150-A. (1) Any person objecting to a refusal of anp, 197,
Appest  og mes  LRCOme tax Officer to allow a clam to
refusal of refund a 1efund under section 48 or 48 A or
49 or to the amount of the 1efund made 1 any such case,
majy appeal to the Assistant Commissioner

2) The appeal shall be presented within thirty days
ofsthe date on which the refusal of the refund or the
amount of the refund allowed was communicated to the
appellant

(3) The appeal shall be made 1n the piesertbed tform R, 21-A.
and shall be verified 1n the prescribed manner

(4) The Assistant Commissioner may, after giving

the appellant an opportumty of being heard, pass such
orders as ne thinhs fit

*Inserted by the Indian Income tax (Second Amendment) Act, 1830 (XXIL
of 1830)

+Inserted by the Indian Income tax (Second Amendment) Act 1033
(XVIII of 1933)

il
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CHAPTER VIII,
OFFENCES AND PrnarnTizs.
ol. If a person fails without reasonable cause or

exCcnse— P 7
o 1
Failure to make ((L) to deduct and pa,y any tax as
Payments or deliv , L. .
returns or stufexfmé:lfg lequned by ’SeCtIOIl 18 or
or allow inspection, u}lder sub-section (5) of sec-
tion 46;

(0) to furnish a certificate required by sub-section
(‘g) of section 18 or by section 20 to be
furnished :

(¢) to furnish in due time any of the returns men-
tioned in *section 19-d4, 1Section 20-4 , section
21, section 22, or section 38;

(d) to produce, or cause to be produced, on or before
the date mentioned in any notice under sub-
section (4) of section 22, such accounts and
documents as are referred to in the notice;

(¢) to grant inspection or allow copies to be taken
1m accordance with 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.
52. If a person makes a statement in a verification
mentioned in *section 19-A or tsection

Falso statement in : !
declaration. 20-A or section 22, tor sub-section (2)
of section 26-4, or sub-section (3) of section 30 or sub-

section (2) of section 32 lor sub-section (2) of section 33-A
Tor sub-section (3) of section 50-4 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 IXSLG'(S){:of

Code.
53. (1) A person shall not be proceeded against for
an offence under section 51 or section

Prosecution to be at . C
mstance of Assistant 52 except at the instance of the Assis-
Coromissioner: tant Commissioner.
ent) Act, 1926 (XXIV of 1926).

* Inserted by the Indian Income-tax (Amendm
'i'Ililsseerted gy the 1Indian Income-tax (Second Amendment) Act, 1933

(XVIII of 1933). )
*Tnserted by the Indian Income-tax

(Amendment) Act, 1930 (XXI of 1930).
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(2) The Assistant Commissioner may stay any such
iwoceeding or compound any such offence

54. (7) All particulars contained 1 any statementPp, 9,

Dusclosure of mfor Tade, Teturn furnished or accounts o
wtion by o puble documents produced wunder the pio
>rvant visions of this Act, or in any evidence
niven, ot affidavit or deposition made, 1n the couise of any
roceedings under this Act other than proceedings under
s Chapter, or 1 any record of any assessment proceed
ng, or any proceeding, 1elating to the 1ecovery of a de
nand, piepared for the puiposes of this Act shall be
reated as confidential and notwithstanding anything
contained 1n the Indian Lvidence Act, 1872, no Court
-hall, save as provided 1n this Act, be entitled to require
any public servant to produce before 1t any such return,
accounts, documents or record or any part of any such
record, or to give evidence before 1t 1n respect thereof
2) If a public servant discloses any paiticulars con-
tammed 1 any such statement return accounts docu
ments, evidence, affidavit deposition or record he shall
be pumishable with imprisonment which may extend to
s1v months, and shall also be liable to fine
Provided that nothing in this section shall apply to
the disclosure—
(@) of any such particulars for the purposes of a pro
secution under ¥ the Indian Penal Code
i respect of any such statement return,
accounts, documents evidence, affidavit or
deposition, or for the purposes of a prose-
cution under this Act, or
(b) of any such particulars to any person acting 1
the execution of this Act where 1t 1s neces
sary to disclose the swme to him for the
purposes of this Act or
(*) of any such particulars occasioned by the law-
ful employment under this Act of any
process for the service of any notice or the
recoverv of any demand, or
t(ecc) of any cuch particulars occasioned Dby the
lawful erercise by a public servant of his

*Amended by the Ind an Income tax {Second Amendment) Act 1930 (XXIT
of 1930

tInserted by the Indian Income tax (Second Amendment) Act 1933 (XVIIL
of 103%)

12¢.
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%to as super-tax) at the rate or rates laid down_for that
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powers under the Indian Stamp  Aect, 1899,
to wmpound an insufficiently stamped  docu-
ment, or
() of such facts to an authorised officer of the
United Kingdom, as may be necessary to
enable relief t: he given under section 27
of the Finance Act, 1920, or a refund to be
given under section 49 of this Act :
*Provided. 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 proceed-
ing under section 26-A, or to the giving of evidence by a
public servant in respect thereof.
Provided, further, that no prosecution shall be insti-
tuted under this section except with the previous sanec-
tion of the Commissioner.

CHAPTER IX.

SUPER-TAX.

55. In addition to the income-tax charged for any
year, there shall be charged, levied and

Chargo of super-ta- paid for that year In respect of the total
income of the previous vear of any findividual, Hindu
undivided family, company, unregistered firm or other
association of individuals, not being a registered frm,
tan additional duty of income-tax (in this Act reieikrled
: a
{year by Act of the §Central 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 baving a share in
the firm in respect of the amount of such profits and gains

which is proportionate to his share.
{Amendment) Act, 1930 (XX1 of

*Inserted by the Indian Income-tas

1930). ‘
+Amended by the Indian Income-tax (Amen

+Nore.~—See note to Section 3.
§ Government of India (Adaptation of Indian Laws) Order, 1937.

dment) Act, 1924 (XI of 1924).

10&1
5e. 18
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56. Subject to the provisions of this Chapter the P, 11,
Total wcome for  tOtAl 1ncome of any *ndividual, Hindu 130.
purposes of super tax  undivided family, company, unregis
tered firm o1 other association of mdiniduals, shall, for
the purposes of supei tax be the total income as assessed
tor the purposes of income tax, and where an assessment,
of total income has become final and conclusive for the
puiposes of income tax for any jear the assessment
shall also be final and conclusive for the purposes of
super tax for the same yeu .
T* * X * 3 * *

57. (1) In the case of fany person residing out of P 131.
Non resudent, part  British India who 15 a member of a
nersand sharcholders  registered firm, and whose shate of the
profits from such firm 1s hable to super tax the remaining
membeis of such firm who are resident in British India
shall be jointly and severally liable to pay the super tax
due from the non iestdent member i respect of such
share

(2) Where any person pays any tax under the provi-
s1ons of this section on account of §another person who 1s
residing out of British India credit shall be given there
for 1n determining the amount of the tax to be payable by
any agent of such non resident §person under the provi
swons of sections 42 and 43

58. (1) All the provisions of this Act Srelating to the P. 116,
Apphioation of A ¢ €harge, assessment, collection and re  180.
to super tax covery of wncome tar except those con
tained n section 3, the proviso to sub section (I) of sec
tion 7, the Tsecond and therd provises to section 8, sub
section (2) of section 14 and sections 15, 17 19, 20, 21,
48, 158-F and sub sectrons (2) and (3) of section 58 G
shall apply, so far as may he, to the charge assessment,
collection and recovery of super tax
” * * #* 3

+ Amended by the Indsan Income tax (Amendment) Act, 1924 (XI of 1924)

+ Tnserted by the Indian Income tax [Amendment) Act 1925 (V of 1925) and
repealed by the Indian Income tax (Amendment) Act 1928 (IIT of 1928)

+ Amended by the Indian Income tax (Amendment) Act 1826 (XXIV of 1926)

§ Inserted by the Indian Income tax (Amendwent) Act 192 (X\IV
of 1026)

5 Ins)erted by the Indian Income tax (Second Amendment) Act 1035 (XVIII
of 1933

|l Repealed by the Indian Income tax {Second Amendment) Act 1933 (X\IIF
of 1933)
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) (2)"8:\\'(3 as provided in *sub-sections (-4), (3-B)
r(u--jg),l and (3-D) of section 78, section 57 *and section
58-11, super-tax shall be payable by the assessee direct.

TOHAPTER IX-A.

fiyys > TeIaNe I

SPECIAL PROVISIONS RELATING TO CERTAIN CLASSES OF
Provipent Funps.

P. 94, 58-A. TIn this Chapter, unless there is anything repug-
nant in the subject or context,—

Definitiono,

e . r .
(1) a “‘recognised provident fund’”’ means a provi-
dent fund which has heen and continues to

he recognised by the Commissioner, in ac-
cordance with the provisions of this

Chapter;

(b) an “emplover” means—

(z) a Hindu undivided family, company, firm
or other association of individuals or per-

sons, or

(i7) an individual engaged in a business, pro-
fession or vocation whereof the profits
and gains are assessable to income-tax
under section 10 or section 11, maintain-
ing a provident fund for the benefit of his

or its employees;

(¢) an “‘employee’’ means an employee participabing
in a provident fund, but does not include 2

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;

* Iuserted by the Indian Income-tax (Second Amendment) Act, 1933 (XVIII
of %??)ga}ted by the Indian Income-tax (Provident Funds Relief) Act, 1929
{X1I of 1929).
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(¢) the “balance to the credit’’ of an employee means
the total amount to the credit of his individual
account 1 a provident fund at any time,

(f) the “annual accretion” to the balance to the
credit of an employee means the increase to
such balance 1 any year, arising from contri-
butions and interest,

(g) the ““accumulated balance due” to an employee
means the balance to his credit, or such por-
tion thereof as may be claimable by him under
the regulations of the fund, on the day he
ceases to he an employee of the employer
maintaining the fund, and

(k) the “‘regulations of a fund”’ means the special
body of regulations goverming the constitution
and admmstration of a particular provident
fund

58-B. (1) The Commussioner of Income tax may p, 95,
accord recognition to any provident
The according and

withdrawal of recogm fund which, 1 his  opinion, satasfies

ton the conditions piescribed 1n section

58 C and the rules made thereunder, and mav, at any

time, withdiaw such recognition 1f, 1 his opiion the

provident fund contravenes any of those conditions

.

(2) The *Central Government may, at its discretion,
direct the Commissioner of Income tax to refuse to
accord recognition to any provident fund, or may, at any
time, withdraw recogmition from Any recognised provi-
dent fund

(3) An order ﬂccordmg recognition shall take effect
on such date as the Commissioner may fix 1 accordance
with any rules the Central Board of Revenue may make
1n thys behalf, such date not being later than the last day
of the fin mcial year in which the order 1s made

(4) An order withdrawing recognition shall take eftect
from the day on whach it 1s made

(5) An employer objecting to an order of the Commis-
sioner refusing to recognise a provident fund may appeal,
within sixty days of such order, to the Central Board of
Revenue

* Government of India (Adaptation of Indian Laws) Order 1937
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. Hlliwnimp al shall he in the form and shall be verified
! anner  presceribed by :
Revenue, y the Central Board of

P. 26,927 58-

s 27, 8-C. (1} Tn ovder th:xt. A provident fund may receive
Conditions (0 by and refatn reeognition, it shall satisfy

:;;‘{11:1‘(;‘(3'1 by o fovor the conditions set ont below and any

I W) e 1§
©other conditions whi g
o which  the ¥Centrnl
Gorernment may. by rule, prescribe— ,

(n) AIl emplovees gh i '

) o ;]1 I}n;ccs shall he employed in  Tndia, or
shall be emploved by an  emplover whose
;Im;}mpnl place of husiness is in British
ndia.

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

fund.

(¢} Subject to the provisions of section 58-D, the
contributions of an employer to the indivi-
dual account of an employee in any year
shall not exceed the amount of the contri-
butions of the employee in that year. and
shall he credited to the employee’s individual
account at intervals not exceeding one year.

() The fund shall consist of contributions as above
specified, of accumulations thereof, and of
interest (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 trusteesf
. or in the Official Trustee, under a trust which
shall not be revocable save with the consent of

all the beneficiaries.

T Government of India (Adapbation of Indian Laws) Order, 1937.
y : dment) Act, 1951 (IV of 1931).

+ Tnserted by the Indian Income-tax (Amen
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(7} The employer shall ot be entitled to recover any
sum whatsoever from the fund, save 1n cases
where the employee 15 dismissed for miscon
duct or voluntarily leaves his employment
otherwise than on account of 11l health or
other unavoidable cause before the expiration
of the term of service specified 1n this behalf
m the regulations of the fund

In such cases the recoveries made by the employer
shall be himited to the contiitbutions made by
him to the mdividual account of the emplovee
and to interest (sumple and compound) credited
1n respect of such contributions and accumula
tions thereof 1n  accordance with the
tegulations of the fund

(a) The accumulated balance due to an employee
shall, be payable on the day he ceases to be
an employee of the employer maintaimng
the fund

(/) Save as provided in clause (g), or mn accordance
with such conditions and restiictions as the
*Central Government may by Tules, pre
scribe, no portion of the balance to the credit
of an employee shall be payable to him

(2) Where there 1s a repugnance between any regula
tion of a recognised provident fund and any provision
of this Chapter or of the tules made thereunder the
regulation shall to the extent of the repugnance, be of
no effect

The Commissioner masy, at any time require that

such repugnance shall be removed from the regulatious
of the fund

58-D. Subject to anyv rules which the *Central Gov p, 9g.

B ernment may mahe 1n this behalf, the

ower to relax re b
strchions of eraploy  COMIISsIoOner Mmay, in respect of any
o aontnibutions in particular fund, relax  the provisions
of condition (¢) of sub section () of

section 58 C—

(2) so as to permut the payment of larger contr
buttons bv an employer to the individual

*G of India (Adaptation of Indian Laws) Order 1937
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of the recogmised fund and shall be hiable to income tax
and super tax 1n accordance with the provisions of this
Act other than this Chapter

(3) Subject to such rules as the Central Board of
Revenue may mahe 1n this behalf, the Income tax Officer
shall make a calculation of the aggregate of all sums com
prised 1 a transferred balance which would have been
lLiable to 1ncome tax 1f this Chapter had been in force
{rom the date of the mstitution of the fund without re
gard to any tax which may have been paid on any such
sum, and such aggregate (1f any) shall be deemed to be
income 1ecerved by the employee 1 the vear m whien the
recognit:on of the fund tal es eficct and shall be included
n the employee’s total income for that vear and for the
putposes of assessment the remainder of the transferied
balance shall be distegarded but no other exemption or
relief, by wav of 1efund or otherwise shall be granted m
1espect of any sum compiised 1n such transfetied bhalance

Provided that, in cases of serious accounting diffi
culty, the Commissioner shall have power subject to the
said rules, to make 4 summary calculation of such aggre
gate

(4) Notwithstanding anything contained 1n condition
(k) of sub section (1) of section 58 C, an employee, 1n order
to enable him to pay the amount of tax assessed on his
total mcome as determined under sub section (3) shall be
entitled to withdraw from the balance to his credit 1n the
recogmised provident fund a smn not exceeding the differ
ence between such amount and the amount to which he
would have been assessed 1f the transferred balance had
not been mcluded 1n his total income

(5) Nothing 1n this section shall affect the rights of
the persons administering an unrecognised provident
fund or dealing with 1t, or with the balance to the credit
of any individual employee, before recognition 1s accord
ed, 1 any manuer which may be 1awful

58-K. (1) Where an employer who maintains a provi P. 81,
Treatment of fung €0t fund (whether recogmsed or not)
transferred by em  fOT the benefit of lus employees and has
ployer to trustes not transferred the fund or any portion
of 1t, transfers such fund or portion to trustees mn trust
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*(3) In cases coming under clause (@) of sub section
(2), where the income, profits and gains liable to tax can-
not he 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
1s unreasonable, the rules made under that sub-section
may—

(@) prescribe methods by which an estimate of such
income, profits and gains may he made, and

(b) in cases coming under sub-clause (?) of clause (a)
of sub-section (2), prescribe the proportion of
the income which shall be dermed 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
provisions of this Act.

P. 133. (4) The power to make rules conferved by this section
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 TOfficial Gazette, and shall thereupon have effect

as if enacted in this Act.

P.17, 18  60. (2) The TCentral Government may, by ncl){t1ﬁc‘a-

& 4y, Power to rmake tion in the Gazette of India, make an
exemptions, eto. exemption, reduction in rate or other
meadification, in respect of income-tax in faveur of any
class of income, or in regard to the whole or any part of

the income of any class of persons.

1(2{) Where, by reason of any portion of an assessee’s
salary being paid in arrears or in advance §or by reason of
his having received in any one financiul year salary for
more than twelve months, his income is assesced at a rate
higher than that at which it would otherwise h::-ge ble:eré
assessed ; the TCentral Government may grant such reie

as ¢¢ may think fit. '

* Inserted by the Indian Income-tax

of e i ian Laws) Order, 1937.
t of India (Adaptation of Indian Laws) , '
-T ﬁgff:ﬁ'; tﬁe Indian(Income-tax (Amendment) Act, 1930 (XX:[I9 3%1’ (J.}E(J%O%H

§+ Inserted by the Indian Income-tax (Second Amendment) Act,

of 1933).

(XXVIII

(Amendment) Act, 1927
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61. Any assessee, who 1s entitled or required to attend P, 90.
Appearance by before any income tax authority 1n
guthomsed Fopresents  oinnection with any proceedings, under
this Act, may attend either in person or by any person

authorised by him 1n writing 1n this behalf

62. A receipt shall be given for any money pard or
Recoipts o egven Tecovered under this Act

63. (1) A notice or requisition under this Act may be P, 137.
served on the person therein named

either by post or as 1f 1t were a
summons 1ssued by a Court under the Code of Civil Pro

cedure, 1908

(2) Any such notice or requisition may, in the case of
a firm or a Hindn undivided family, be addressed to any
member of the firm or to the manager, or any adult male
member of the family *and, wn the case of any other asso
cration of wndwrduals be addressed to the principal officer
thereof

64. (1) Where an assessee carries on business at any P, 138,
place, he shall be assessed by the In
come tax Officer of the area 1n which
that place 1s situate or, where the business 1s carried on
1n more places than one, by the Income tax Officer of the
area 1n which his principal place of business 1s situate

(2) In all other cases an assessee shall be assessed by the
Income tax Officer of the area mm 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 1s between
places 1n more provinces than one, by the Commissioners
concerned, or, 1f they are not 1n agreement by the Central
Board of Revenue

Provided that, before any such question 1s determined
the assessee shall have had an opportunity of representing
his views

(4) Notwithstanding anything contained in this sec P, 35, 83,
tion, every Income tax Officer shall have all the powers
conferred by or under this Act on an Income tax Officer 1n
respect of anv income, profits or gains aceruing, or arising
or recerved within the area for which he 1s appointed

Service of notices

Place of assessment

*Arended by the Indien Income tax (Amendment) Act 1824 (XT of 1924)
o2
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65. Tivery person deducting, retaining or paying any
L(}x‘m pursuance of this Act in respect
‘ of “1ncome belonging to an

e . other person
18 hereby indemnified for the deduction retention 011? ay
ment. thereof. , e

Indemnity.

66. (/) If, in the course of any assessment under this
bv‘“’é‘(,“,‘,:‘,‘:,'-‘i:- of case  -\C or any proceeding in connection
Tiigh Coniener to therewith other than a proceeding
avises. the Con under Chapter VIIIL, a question of law

S e Uommissioner may. either on his own motion
or on relerence from any Tncome-tax authority sub-
ordinate to him, draw up a statement of the case and
refer it with his own opinion thereon to the High Court.

. () - l.i ithin sizty days of the date on which he is served
with notice of an order under section 31 or section 32 tor
of an order under section 33 enhancing an assessment or
otherwise prejudicial to him Yor of a decision by a Board
of Referecs under section 33-A, the assessee in respect of
whom the order for decision was passed may, by applica-
tion accompanied by a fee of one hundred rupees or such
lesser sum as may be prescribed. require the Commissioner
to refer to the High Court any question of law arising
out of such order for decision, and the Commissioner’
shall, within *siaty days of the receipt of such applica-
tion. draw up a statement of the case and refer it with
his own opinion thereon to the High Court :

tProvided that a reference shall lie from an order
under section 33 only on a question of law arising out of
that order itself. and not on a question of law arising out
of a previous order under section 31 or section 32, revised

by the order under section 33 :
Provided further that if in exercise of his power of
reviston §under section 33, the Commissioner decides

the question tor if the Commissioner rejects the appli-

cation on the ground that it is time barred or otherwise

*Amended by the Indian Income-tax (Second Amendment) Act, 1930 (XXII
of 1930). . 033
+Inserted by the Indian Income-tax 1

(XVIII of 1933).

$Inserted by t
§Amended by the Indian Income-tax {Amen

{Second Amendment) Act,

he Indian Income-tax (Amendment) Act, 1930 (XXI of 1930).
dment) Act, 1928 (III of 1928).
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wncompetent, or uf, w exercise of hs powers under sub-
section (3), the Commisswoner refuses to state the case,
the assessee may *within thirty days from the date on
which he recerves notrce of the order passed by the Com
massioner withdraw his application, and 1f he does so, the
fee paid shall be refunded

(3) If on any application being made under sub sec
t10n (2), the Commussioner refuses to state the case on the
ground that no question of law arises, the assessee may
apply twithin suz months from the date on which he s
served with notice of the refusal to the High Court, and
the Hagh Court, 1f 1t 18 not satisfied of the correctness of
the Commissioner’s decision, may require the Commis-
sioner to state the case and to refer it, and, on receipt of
any such reqmsition, the Commissioner shall state and
refer the case accordingly

*(34) If, on any applicatrion being made under sub-
section (2), the Commassioner rejects 1t on the ground that
ot 15 teme barred, the assessee may, within two months
from the date on which he 15 served with notice of the
order of the Commassioner, apply to the Hugh Court and
the High Court, 1f 1t 1s not satisfied of the correctness of
the Commassioner’s decision, may require the Commas-
sioner to treat the application as made within the time
allowed under sub-section (2)

(4) If the Hagh Court 1s not satisfled that the state-
ments 1n 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 1t was stated to make such additions thereto or
alterations therein as the Court may direct n that
behalf

(5) The Hagh Court upon the hearing of any such
case shall decide the questions of law raised thereby, and
shall deliver 1ts judgment thereon containing the grounds
on which such decision 1s founded, and shall send to the
Commissioner by whom the case was stated a copy of such
judgment under the seal of the Court and the signature

*Tnsorted by the Indian Income tax (Second Amendment) Act, 1633 (AVIIT
of 1633
Aménded by the Tndian Income tax (Amendment) Act 1024 (XI of 197%)
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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 authority who
shall dispose of the case conformably to such judgment.

(6) Whel_'e 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.

P. 115. (7) Nptxvitll§tanding 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.

*(74) Section 5 of the Indian Limitation Act, 1908, 1x of
shall apply to an application to the High Court by an
assessee under sub-section (3) or sub-section (34).

1(8) Tor the purposes of this section ‘‘the High Court”
means—

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

b) in relation to the province of Ajmer-Merwara,
@) the High Court of Judicature at Allahabad;

and

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

-A. (7) When any case has been referred. to the
P. 139, 166-2. (@) ]Se[igh }éourt under section 66, it shall

to b
140. heg‘geli’?c%encges of be heard by a Bench of not less than two

High ~Coutts, snd  yydges of the High Court, and in res-

1 to lie in certain . .
P eto Privy Council. pect of such case the provisions of

section 98 of the Code of Civil Procedure, 1908 shall, vof 1
(XVITI

1933
*Inserted by the Indian Income-tax (Second Amendment) Act, 19

f 1933). v o
° +Ins)erted by the Indian Income-tax (Amendment) Act, 1926 (XXIV o

1626).
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so far as may he, apply notwithstandng anything con-
tained 1n the Letters Patent of any High Court estab-

lished by Letters Patent or 1n any other law for the time
being i force

(2) Arn appeal shall hie to His Majesty 1 Council
from any judgment of the High Court delivered on a
reference made under section 66 m any case which the
High Court certafies to be a fit one for appeal to His
Majesty mn Council

(3) The provisions of the Code of Civil Procedure,
1908, relating to appeals to His Majesty 1o Council shall,
so far as may be, apply in the case of appeals under this
section 1n like manner as they apply 1n the case of appeals
from decrees of a High Court

Provided that nothmng in this sub section shall be
deemed to affect the provisions of sub section (5) or sub-
section (7) of section 66

Provided, further, that the Hagh Court may, on peti-
tion made for the execution of the order of His Majesty
m Council 1n 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 1n appeal under this section, effect shall be
given to the order of His Majesty 1n Council 1 the manner
provided 1n sub sections (5) and (7) of section 66 m the
case of a judgment of the High Court

(5) Nothing 1n this section shall be deemed—

{a) to bar the full and unqualfied evercise of Ihs
Majesty’s pleasure i recerving or rejecting
appeals to His Majesty m Council, or other
wise howsoever, or

() to mterfere with any rules made by the Judicial
Committee of the Privy Council, and for the
time being 1n force, for the presentation of
appeals to His Majesty mn Council, or therr
conduct before the said Judicial Committee

67. No smt shall be brought 1 any Civil Court to set

Barofsutsmn Cv 2S1de or modify any assessment made
Court under this Act, and no prosecution, suit
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or other proceeding shall lie agaj

6 Pl agalnst any officer * he

Crown {or anything in eo 8 g VA of the
¢ od faith :

done under this Act, done or intended to be

+67-A. In computing the period of limitation pres-
Cf,,,;{,,,m‘,;o.,, ot Cribed for an appeal under this Act or
gort?tﬂof fimitntions. — for an application under section 66, the:
ti{;f; on which tinhe ozl'der complained of was made, and the
¢ requisite for obtaining a copy
a of such or
bme reat g Py der, shall be

68. [Repealed.]

Fxtract from the Indian Finance Act. 1937,

]%{. (7) This Act may be called the Indian Finance Act,.
037.

7. (1) Income-tax for the year beginning on the Ist
day of April. 1937, shall be charged at

Incomo-tax and . .
super-tax. rates applicable to the total income of

each assessee the same, and increased in each case by the
same fraction of the amount of the rate, as for the year
beginning on the 1st day of April, 1936.

(2) The rates of super-tax for the year beginning on
the Ist day of April, 1937, shall, for the purposes of sec-
tion 55 of the Indian Income-tax Act, 1922, be the same XTof It
rates. increased in each case by the same fraction of the
amount of the rate, as for the year beginning on the Ist
day of April, 1936. '

(3) For the purposes of sub-section (7) ‘‘total income’’
means total income as determined in accordance with the

provisions of the Indian Income-tax Act, 1922.

* Government of India (Adaptation of Indian Laws) Order 1937,
¥Inserted by the Indian Income-tax (Second Amendment) Act, 1930 (XXII

of 1830).
i Repen

IX of 19¢

led by the Repealing Act, 1927 (XII of 1927).
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SCHEDULE 1L
(Appended to the Indian Finance Act, 1936 )

Part I
Rates of Income-taz
A In the case of every ded fam: d
firm and other a.ssor:whon of mdwndua].s not bemg a regxshexedﬁrmorn
company—
Rate
(1) When the total 1ncome 13 Rs 2,000 or upwards, but
11 less than Rs 5,000 Bix pes m the
rupee
(2) When the total mncome 13 Ra 5 000 or upwards, but
13 less than Ra 10,000 Nme pres i the
Tupes
{3) When the total mncome 19 Rs 10,000 or upwards,
but 18 lesa than Rs 15 000 One anna 1n the
Tupee
{4) When the total mncome 13 Re 15,000 or upwards,
but 12 less than Re 20,000 One anna and
four pies 1 the
rupee
p {8) When the total income 18 Rs 20,000 or upwards,
Y but 15 lesa than Rs 30,000 One anna and

‘soven pies in the
mpe/

{6) When the total mcome 13 Rs 30000 or upwards,

but 13 less then Rs 40,000 One enna snd
eleven ples
the rupee
(4] When the total wcome 13 Rs 40,000 or upwards,
t 13 less than Ra 1,00,000 Two annas and
one pie m the
Tupee

(8) When the total income 13 Rs 1,00,000 or upwards Two annes and
two pies in the

rupee
@B In the case of every company and regwstered firm,
whatever 1ts total meome Two annas end
N two piea in the
rupee

Paxrr II
Rates of Super-taz

fb ‘ELn respect of the excess over thirty thousand rupees of total meome—

{1) 12 the case of every company— Rate
(a) m rospect of the first twenty thousand rupees of
such excess Nu

(b) for every rupee of the remamder of such excesy One enna 1n ths
rupes
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(2) (0) in tho ense of overy Hindu undivided family—
(3) inreapeet of the first forty-five thousand rupees of

such excess . . . . . .
(%) for every rupeco of the noxt twenty-five thoumnd
rupees of such oxcess . . . .

(b) in tho caso of cvery individunl, unregistered firm
and other arsociation ~ of individuals not boing o
registored firm or & company—

(¢¥) for every rupeo of tho first twenty thousand
rupees of such oxcess . . . .

(fv) for overy m]lwo of the next fifty thousand
rupees of such exeeny . . .

{e) in tho enre of every individusl, Jlindu undivided
family, unregistered firm and other association of
individunls not being a registered firm or a company—

(1) for overy rupce of the next ﬁft} thousand
rupees of such oxcess . . .

(73) for cvery rupeo of the noxt fifty thousand
rupeea of such excees . . .

(157) for cvery rupce of the next fifty thousand
rupees of such oxcess . . . .

{iv) for every rupee of the next fifty thousand
rupeer of such oxcess . " . . .

(v) for every rupee of the next fifty thousand
rupees of such excess . . . . .

{vf) for every rupeoc of tho next fifty thousand
rupecs of such oxcess . . . .

(vii) for every rupce of the next fifty thousand
rupees of such excess . . . . .

{viii) for every tupco of the next fifty thousand
rupees of such excess . . . . .

(iz) for every rupeo of the next ﬁfty thousand

rupces of such oxcess . .

(z) for every rupee of the remainder of such excess .

Rate,

Nil.

One anna and'
threo pies in the-
rupee.

Nino pies in the-
rupcee.

and
in

Ono eanna
threo pies
the rupee.

Ono anna and
nine pies in the
rupce.

Two annas and
three pies in the
rupee.

Two annas and
nine pies in
the rupee.

Three annas and
three pies in the
Tupee.

Threo annas and'
nine pies in the
rupee.

Four annas and
three pies in the
rupee.

Four annas and
nine pies in the
rupee.

Five annag and
three pies in the-
rupee.

Five annas and
nine pies in the
rupee.

Six annas and
three pies in the
Tupee.
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ACT III OF 1926

AN ACT TO DETERMINE THE LIABILITY OF CERTAIN GOVERN-
MENTS TO TAYATION IN BRITISH INDIA IN RESPECT OF
TRADING OPERATIONS

‘Whereas 1t 1s expedient to determmme the hability to
taxation for the time being 1 force in British India of
the Government of any part of His Majesty’s dominions,
exclusive of British India, in respect of any trade or
busine«s carried on by or on behalf of such Government,
Tt 1s hereby enacted as follows —

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

Short utle and Taxation Act, 1926
commencement

(2) It shall come into force on such date* as the
Governor General in Council may, by notafication in the
Gazette of India, appoint

2. (1) Where a trade or business of any kind 1s
carried on by or on behalf of the
glubilty of eeftan  (overnment of any part of His
tion m  reepect of Majesty’s Dommions, —exclusive  of
trading operations British India, that Government shall,
1 respect of the trade or business and of all operations
connected therew:th, all property occupled in British
India and all goods owned 1n British India for the pur
poses thereof, and all income arising 1n connection there-
with, be liable

(2) to taxation under the Indian Income tax Act
1922, 1n the same manner and to the same
extent as 1n the like case a company would be
hable,

(b) to all other taxation for the time being 1n force 1
British India 1n the same manner as 1n the
like case any other person would be liable

(2) For the purposes of the levy and collection of
wincome tax under the Indian Income tax Act, 1922, m
accordance with the provisions of sub section (), any

*The Act came to force with effect from the 1st April 1926
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(%) (a) in tho case of overy Hindu undivided family —
(v} in reapect of the first forty-five thousand rupoeces of

such oxcess . . . . . . .
(%) for overy rupeo of the noxt twonty-five thousand
rupeca of such oxcess . . . . .

(by in tho easo of every individunl, unregistered firm
and other associntion of individunls not heing o
registared firm or a compnny—

(¥} for overy rupeo of tho first twenty thousand
rupeca of such oxcess . . . .

(¢v) for overy rupeo of tho next fifty thousand
rupres of such excess . . . .

(e) in tho cnse of every individunl, Hindu undivided
family, unregisternd finn and other association of
individunls not being a registered firm or 8 company—

(V) for every rupeo of the noxt fifty thousand
rupees of puch oxcess . . . .

(v() for cvery rupee of the next fifty thousand
rupeca of such exceas . . . .
(i7s) for cvery rupco of tho next fifty thousand
rupees of such excess . . .
{sv) for eovery rupea of the next fifty thousand
rupces of such oxcess 4o . . .
{v) for eovery rupce of tho next fifty thousand
rupees of such excess . . . . .
(vi) for every rupee of tho next fifty thousand
rupees of such excess . . .
(vii) for every rupee of tho next fifty thousand

rupces of such oxcess

(viis) for overy rupeoc of the next fifty thousand
rupees of such excess . . . . .

(3z) for every rupee of the next fifty thousand
rupees of such excess . . . . .

{z) for every rupee of the remainder of such excess .

Rato,

Nil.

One anna and
three pies in the-
rupee,

Nino pies in the-
rupeoe.

Ono anna and
three pies in
the rupes.

One anna and
nine pies in the
rupee.

Two annas and
threo pies in the
rupeo,.

Two annas and
nineg pies in
tho rupee.

Three annas and
three pies in the-
rupee.

Three annas and'
nine pies in the
rupee.

Four annas and
three pies in the
rupee,

FYour annas and
nine pies in the
rupee.

Five annas and
three pies in the:
rupee.

Five annas and
nine pies in the
rupee.

Six annas and
three pies in the
rupee.
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75
ACT III OF 1926

AN ACT TO DETERMINE THE LIABILITY OF CERTAIN GOVERN-
MENTS TO TAXATION IN BRITISH INDIA IN RESPECT OF
TRADING OPERATIONS

‘Whereas 1t 18 expedient to determine the hability to
taxation for the tame being 1n force m British India of
the Government of any part of His Majesty’s dominions,
exclusive of British India, in respect of any trade or
business carried on by or on behalf of such Government,
It 15 hereby enacted as follows —

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

Short file  and Taxation Act, 1926
commencement

(2) It shall come 1nto force on such date* as the
Governor General 1 Council may, by notification 1n the
Gazette of India, appoint

2. (1) Where a trade or husiness of any kind 1s
Laabiity of cortam carrtied on by or on behalf of the
Goommnte totena  Government of any part of THis
tion m  respect of Majesty’s Dominions, exclusive  of
tradmg operations British India, that Government shall,
1 respect of the trade or business and of all operations
connected therewith, all property occupied 1n  British
India and all goods owned in British India for the pur
poses thereof, and all income arising in connection there-
with, be hiable

(@) to taxation under the Indian Income tax Act,
1922, 1n the same manner and to the same
extent as 1n the like case a company would be
liable,

() to all other taxation for the time bemg in force m
British India 1n the same manner as in the
hike 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
accordance with the provisions of sub section (I), any

*The Act came mto force with effect from the st April, 1926
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Government 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.

THE InDIa AND BurRMA (INCOME-TAX RELIEF) ORDER, 1936.
PART T.
INTRODUCTORY AND (GENERAL.

1. This Order may be cited as ‘““The India and Burma
(Income Tax Relief) Order, 1936"°.

2. The Interpretation Act, 1889, applies for the inter-
pretation of this Order as it applies for the interpretation
of an Act of Parliament.

3. Any reference in this Order to, or to any provisions
of, the Indian Income-tax Act, 1922, shall be construed as
a reference to that Act or those provisions as for the time
being in force in India, as for the time being in force in
Burma, or as for the time being in force both in India
and in Burma, as the context and the circumstances may
require, or, if that Act or those provigions have _been
repealed and re-enacted, either with or without modifica-
tions, to the re-enacting Act or provisions as in force as
aforesaid.
qi-4, In this Order, ‘“‘income tax’’ or ‘‘tax’’, in relation
to India or Burma. means income-tax payable in accord-
ance with the Indian Income-tax Act, 1922, and includes
- super-tax, so payable; and other expressions have, except
where, the context otherwise requires, the same meanings
as in the Indian. Income-tax Act, 1922.

-.. 5., Referencesin this Order to the rate of tax shall—

(@)+in elation;to,India or Burma, be cor{st.ru‘ed as
() teferences toia rate determu}ed by'd1V1d1ng the
' amount. of income-tax paid in India or Burma,
2%l !ps-the«icase’ may be, for the year in question

i

‘{ o
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(before deduction of any relief granted under
section forty-mine of the Indian Income tax
Act 1922, or under this Order) by the amount
of the income on which tax was charged,

(b) 1 relation to the Umited Kingdom, mean the
appropriate rate of Umted Kingdom 1ncome-
tax for the year in question as defined for the
purposes of section twenty seven of the Finance
Act, 1920

6. Any reference in this Order to the lower of two
tates shall, where the rates are equal, be construed as a
reference to either of those rates, and any reference 1 this
Order to the two lowest of three rates shall, where the
three rates are equal, be construed as a reference to any
two of them, and where two of the three rates are equal
and the third 1s less be construed as a reference to the
lowest, rate and one of the equal rates

7. This Order shall have effect with respect to the
financial year beginning on the date of the commencement
of Part IT1 of the India Act and every subsequent finan
cial vear

Provided that 1f, at any time after the expiration of
three years from the commencement of Part IT{ of the
India Act, the Governor General of India gives to the
Governor of Burma, or the Governor of Burma gives to the
(zovernor General of lndia, notice of s desire that this
Order shall cease to operate, the Order shall not have effect
with respect to any financial vear subseguent to the finan-
cial year next following that during which the notice s
given

PART 11
RELIEF 1IN INDIA

1. Tf any person who has paid Indian income tax for
any year on any part of his mcome proves to the satisfac-
tion of the Income tax Officer that he has paid for that
year Burman income tax, or Burman income tax and
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United Kingdom income-tax, i

/nif -tax, 1n respect of that part of
iml; uicgn:le, he lshall be entitled to a refund of Indli)an ta(,)x
alculated on that part of his in 1
e olated o0 p income at the appropriate

O a ,—-’

(@) in relation to income taxed in India and Burma
and not in the United Kingdom, a rate bearing
to the Indian rate of tax or the Burman rate of
tax, whichever is the lower, the same propor-
tion as the Indian rate of tax bears to the sum
o; tghe Indian rate of tax and the Burman rate
of tax;

(b) in relation to income taxed in India, Burma and
the United Kingdom, a rate bearing to the
difference between the total rate at which he
was entitled to, and cbtained, relief in the
United Kingdom under section twenty-seven
of the Finance Act, 1920, in respect of that in-
come, and the sum of the two lowest of the
three rates of tax the same proportion as the
Indian rate of tax bears to the sum of the
Indian rate of tax and the Burman rate of tax.

2. No refund of tax shall be payable in India under
section forty-nine of the Indian Income-tax Act, 1922, m
respect of any income which is taxed under that Act in
Burma, and if any such refund is made it shall be repaid.

8. Any sums repayable under the last foregoing para-
graph and any sums overpaid by way of refund under this
Part of this Order shall be recoverable as if they were

arrears of income-tax.

4, No income which an assessee proves to the satisfac-
tion of the Income-tax Officer to have been charged in his
hands to income-tax under the Indian Income-tax Act,
1922, for any year preceding the commencement of Part
IIT of the India Act shall be included in India In the
assessment of his income for any subsequent year.
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8. In the provisions of the Indian Income tax Act,
1922 (other than the provisions of section forty nine
thereof)—

(@) any reference to that Act or to section forty-nine
thereof shall be construed as including a refer
ence to this Part of this Order,

(b) any reference to section twenty seven of the
Finance Act, 1920, shall be construed as 1n-
cluding a reference to Part ITT of this Ordet,

(¢) any reference to the United Kingdom 1n relation
to relief under the said section twenty seven,
or 1n relation to refunds under the said section
forty nine, shall be construed as includmg a
reference to Burma in relation to refunds
under Part TII of this Order or this Part of
this Order, as the case may require

PART 11T
ReLier 1IN Burma

1 If any person who has paid Burman income tax for
any year on any part of his mcome proves *o the satisfac
tion of the Income tax Officer that he has paid for that
year Indian 1ncome tax or Indian income tax and Umted
Kingdom income tax, in respect of that part of s 1n-
come he shall be entitled to a refund of Burman tax
calculated on that part of his income at the appropriate
1ate of relief

In this paragraph ‘‘appropriate rate of relief’”
THeARS—

(@) 1n relation to mcome taxed in Burma and India
and not 1n the United Kingdom a rate bearing
to the Burman rate of tax or the Indian rate
of tax, whichever 1s the lower, the same pro
portion as the Burman rate of tax bears to the
sum of the Burman rate of tax and the Indian
rate of tax,

(b) 1 relation to income taxed i Burma, India and
the Umted Kingdom a rate bearing to the
difference hetween the total rate at which he
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was entitled to, and obtained, relief in the
United Kingdom under section twenty-seven
of the Finance Act, 1920, in respect of that
income, and the sum of the two lowest of the
three rates of tax the same proportion as the
Burman rate of tax bears to the sum of the
Burman rate of tax and the Indian rate of tax.

2. No refund of tax shall be payable in Burma under
section forty-nine of the Indian Income-tax Act, 1922, in
respect of any income which is taxed under that Act in
India. and if any such refund is made it shall be repaid.

3. Any sums repayable under the last foregoing para-
graph and any sums overpaid by way of refund under
this Part of this Order shall be recoverable as if they were
arrears of income-tax.

4. No income which an assessee proves to the satisfac-
tion of the Income-tax Officer to have been charged in his
hands to income-tax under the Indian Income-tax Act,
1922, for any year preceding the commencement of the
Burma Act, shall be included in Burma in the assessment
of his income for any subsequent year.

5. In the provisions of the Indian Income-tax Act,
1922 (other than the provisions of section forty-nine
thercof)—

(a) any reference to that Act or to section forty-nine
thereof shall be construed as including a refer-
ence to this Part of this Order;

(b) any reference to section twenty-seven of the
Finance Act, 1920, shall be construed as
including a reference to Part IT of this Order;

{¢) any reference to the Uni_ted Ki_ngdom, in relation
to relief under the said section twenty-seven or
in relation to a refund under the said section
forty-nine, shall be construed as including a
reference to India in relation to refunds under
Part II of this Order or this Part of this

Order, as the case may require.
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PART IL
RULES.
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BOARD OF INLAND RLVENUE

Notrfication No 31 T, dated the 1st April 1922 as
subsequently amended
In exercise of the powers conferred by section 59 of
the Indian Income tax Act, 1922 (XI of 1922), the Board
(1)1’ Inland Revenue has made the following rules, name
y —
1 These rules may be called the Indian Income tax
Rules, 1922
2 Any firm constituted under an instrument of part P. 10,
nership specifying the individual shares of the partners
may, for the purposes of clause (14) of section 2 of the
Indian Income tax Act, 1922 (heremafter in these rules
referred to as the Act), register with the Income tax
Officer the particulars contained in the said instrument on
application 1n this behalf made by the partners or by any
of them
Such application shall be made—
(@) before the mcome of the firm 1s assessed for any
year under section 23, or
(8) 1f no part of the mcome of the firm has been
assessed for any year under section 23, before
the 1ncome of the firm 1s assessed under section
84, or
(¢) with the permission of the Assistant Commis
sioner hearmg an appeal under section 30,
before the assessment 1s confirmed, reduced,
enhanced or annulled, or, 1f the Assistant
Commussioner sets aside the assessment and
directs the Income tax Officer to make a fresh
assessment, before such fresh assessment 1s
made
3 The application referred to m rule 2 shall be made
1n the form annexed to this rule and shall be accompanied
by the original 1nstrument of partnership under which the
firm 18 constituted together with a copy thereof, provided
that 1f the Income tax Officer 1s satisfied that for some
sufhcient reason the origipal imstrument camnot convem
ently be produced, he may accept a copy of 1t certified 1n
writing by one of the partners to be a correct copy, and 10
such a case the application shall be accompanmed by a
duplicate copy



R. 3.] 84

FORM I.

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

To
TeE INncoME-TAX OFFICER,
Datead 19 .

I/we beg to apply for the regis-
tration of my/our firm under section 2 (74) of the Indian
Income-tax Act, 1922.

2. The original/A certified copy of the instrument of
partnership under which the firm is constituted specify-
ing the individual shares of the partners together with a
copy/duplicate copy is enclosed. The prescribed parti-
culars 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
Name of the Date on which | which the instru.
Name and artners in the instrument of ment of partner- | Remarks.
Address firmn with the | partnership was ship was last regis.
of the share of each executed. tered in the ,
firm. in the business. Income-tax Officer’s
office.
1/we do hereby certify that the
1

information given above is correct.
Siqnature(s)
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4 (1) On the production ot the original mstrument of
partnership or on the acceptance by the Income-tax
Officer of a certafied copy thereof, the Income-tax Officer
shall enter n writing at the foot of the mnstrument or
fopy, as the case may be, the followming certificate, name
y —

“This instrument of partnership (or this certafied
copy of an mstrument of partnership) has this
day been registered with me, the Income-tat
Officer, for n the province of

under clause (24) of section 2 of
the Indian Income tax Act, 1922 This cert1
ficate of registration has effect from the
day of April 19 up to the 31st day

of March 19 ”

(2) The certaficate shall be signed and dated by the
Tncome tax Officer who shall thereupon return to the
apphicant the mstrument of partnership or the certified
copy thereof, as the case may be, and shall retain the copy
or duplicate copy thereof

5 The certaficate of 1egistration granted under rule 4
shall have etfect fiom the date of registration

6 A certificate of registiation granted under rule 4
shall have effect up to the end of the financial year 1n
which 1t 1s granted but shall be renewed by the Income tax
Officer from year to year on application made to him in
that behalf and accompanied by a certificate signed by one
of the partners of the firm that the constitution of the
firm as specified 1n the mstrument of partnership remains
unaltered Such application shall be made within the
time and subject to the conditions, 1f any, which are
spectfied 1n clause (a), clause (b), or clause (¢), as the case
may be, of rule 2

7 TUnder section 9 (I) (v7) of the Act, the sum to be P. 46..
allowed 1m respect of collection charges shall mot exceed
6 per cent of the annual value of the property
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R. 8. 56

8. An allowance under section 10 (2) (v7) of the Act in
respect of depreciation of buildings, machinery, plant or
furniture shall be made in accordance with the following

sfatement :—

Class of buildings, machinery, plant or furniture. | Rate. Remarks.
Pereent-
age on
prime
cost,
1. Buildingh'_

(1) Fir<t clase substantial buildings of o1 | *Double these rates

wolocte d matorials " | mey be allowed for

{2) Buildings ofls=s cubstantinl construction 5 buildings wused in

(3) Purely t-mporary crections such as 10 industres which

wood- n structures, cause special de-
terioration, such a3
chemical works, soap
and candle works,
paper mills, and
tanneries.
2. Mpnchinery, Plant or Furniture—

General mate . . . . . . 5 | The special rates for
electrical machinery
specified hereinafter

. msy be adopted, at
Spaeial rates are sanctioned as under in the the option of the
following cases :— assessee for that por-
A. Plant and machinery used in— tion of the machi-
(1) Flour Mills, Rice Mille, Bone Mills, nery.
Sugar Works, Distilleries, Ice Fac-
tories, Aerating Gas Factories,
Match Factories . . .- 61
(2) Pap-r Mills, trawhoard, Mills, Ship
Building and Engincering Works,
Iron and Brass Foundries, Alumi-
nium Factorics, Elcctrical Engincer-
ing Works, Motor Car Repairing
Works, Galvanizing Works, Patent
Stone Works, Oil Extraction Fac-
tories, Chemical \Works, Soap and
Candle Works, Lime Works, Saw
Mjlls, Dyeing and Bleaching Works,
Cement Works using rotary kilns,
Rod Mills . . . - - 7%
(3) Brick manufacture, tijle-making indus-
try, the manufacture of {8) vege-
table ghee, (b) optical instruments,
(¢) coke and (d) concrete pipes,
glass factories, Telephone Compa-
nies, Mines and Quarries, Wire and
Nail making Mills . . . 10
B. Furniture and Plant in hotels and board- W
. . . - L

ing houses
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Class of bl ¥, plant or fi Rate Remarks
Percent-
2. Machinery, Plant or Furmture—conid age on

prime
C. (1) Comptometers, Typewnters, Tube.| cost,
well bormg plant. concrete pile dnv-

10
(2} Sewmg and kmthng machmes employ.
ed 1n hosiery factorien .
(3) Sewing machunes for canves oT leather 12§
{4) Motor cars used solely for the purpose
of business . 15
(5) Indigenouns augarea.ne crushers (Koh!ws
o Belns) 15
(8) Moulds used in the meanufacture of
concrete pipes 16
(U] Mo%or taxis, motor lornes and motor 2
0

8) Ropeway ropes and trestlo sheaves and
connected parts . . 2%
D. Ropeway structures—
1) Trestle and station steel work 5
2} Driving and tension geating - 7%
3) Carmers . . 10

E. Salt Works—

{1) Machinery, plant, locomotyves,
wagons and m“mg stock 10

{2} Tugs, batges, motor hunch and
oating plant k]

3) Geners.l plant and machmery used
1n engmeenng shops . ké 1

(4) Reservarts,  condensers,  salt pens
delivery channels and piers, ifcon.
structed of masonry, comerete,
cement, esphalt or similar matenals 5

Norr —Repmrs to earth works of the
same kind will be allowed &s re.
venue expenditure.

(5) Prers, q\mys and jetties constructed

entirely or mawmly of steel B
(6) Piers, quays and jetties constructed
entyrely or mamly of wood 10

(7} Pipe lmes for conveying brine xf
constructed of masonry, concrete,
cement, asphalt or symilarmatenals 10

3, Electrioal Machnery—
a) Bamen 8 . . . 15
by O b sludiog elec

tncal generators, motm-s (other than
tramway motom), awitchgear and instru.

ments and « ther statien
flanl end winng and fittings of electm
1ght and fan mstallations 3
Underground cables and wires . ]
Qverhead cables and wires 2
X.Ray aud Elcetro Lherapéuhc nppmtus
and accessories thereto 20
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+Class of buildings, machinery, plant or furniture.| Rate.
Percent-
ago on
prime
cost.
3. Eloctrical Machinery—contd.
(/) Sillk  Manufacturing—Woesving Machi.
nery worked by clectrioc motors includ-
ing winding machincs, twisting frames,
doubling machine, pirn winding ma-
chino, warping machine, looms, sten-
toring machino and hydro.cxtractor . .73
{g) Air-conditioning machinory . . . 7%
{h) Mnchinery used in tho production of cine-
matograph films, namely :—
Recording cquipment, Roproducing equip-
ment, Developing machines, Printing
machines, Editing machines, Syn-
chronisers and Studio lights . . 15
4, Hydro-Electric concerng—
Hydraulic works, pipo lines, sluices, and all
other items not otherwise provided for in
this statement. . . . . . 2%
-G, Electric Tramways—Permanent Way-—
(a) Not cxceeding 50,000 car miles per
mile of track per annum . . . 6}
(b) Excceding 50,000 and not oxceeding
75,000 car miles per mile of track por
annuni . . . . . . 7%
(¢} Excceding 75,000 and not oxceeding
1,25,000 car miles per mile of track
per annum. . . . . . 8%
Cars—car tracks, car bodics, clectrical equip-
ment and motors . . . . . 7
General plant, machinery and tools . 5
6. Mineral Oil concerns—
A. Refinerics—
(1) Boilers . . . . . 10
(2) Primo movers . . . . . b
(3) Process plant ., . . . . 10
B. Field operations—
(1) Boilers . . . . . . 10
(2) Prime movers . . . . . b
(8) Process plant . . . 7%
Excopt for the following items—
(1) Below ground o . . 1060
(2) Abovo ground— .
(a) Portable boilers, drilling tools, wellhead
tank, rigs, ote. . . . . 25
(b) Storage tenks . . . . . 10
(c) Pipe lines—
(3) Fixed boilers . . . 10
(<7} Prime movers . . . . I(F)]%

(#¢¢) Yipe line . . . .

Remarks,
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Class of bulding; t y plant or fi Rate } Remarks
Percent
age on
prime
7 sh cost
1ps—
(l)P(s)cetm—
(a) Bteam 5
(8) Smlor tug 4
{2) Inland—
{a) Steamers (over 120 ft m length) &
(3} Steamers weluding cargo launches (120
ft 1 length and under) 6
{6} Tug boats 7%
(d) Xron or steel flats for cargo, etc B
(¢} Wooden cargo boats up to 50 tons
capacity 10
(f) Wooden™ cargo hoats over 50 tons
capacit; 7
{g) Motor launches 10
(h} Speed boats* 15 | * Speed Boats ™
meens & motor
dnven boat with a
igh speed mternal
combustion  engme
capable of propel
Iing the boat at a
speed excesding 1.
miles per hour
still water and so
destgned that when
running at speed 1t
will plane—e _ats
bow will mse from
8 Mnes and Quarnes— the water
(1) Radway mding} {excluding rals) 5 | {Deprsciation on rals
(2) Bbnfte 6 | used for tramwa
(3} Inchnest 3 and sidings end
(4) Trsmways on the surfacet (excluding rails) 10 meclimes where the
rals are the proper-
ty of the assesee, {3
allowed at 10 per
cent under item 2
above (plant uged
m connection with
Minss and Quarmes)
m addition to any
. depreciation allow
ance on the cost of
constructing the
tramways sidings or
9 Acroplanes— welines
(1) Aurcraft 25
{2) Aero enmnes 333

(3) Aenial photographic apparatus

20
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8-A. Allowances under section 11 (2) (¢1) of the Act in
respect of depreciation of buildings, machinery, plant or
furmturo shall be in accordance with the rates prescribed
in the statement attached to rule 8; and in respect of
apparatus. appliances or other capital assets not covered
by that statement. the allowance shall be at the rate of 5
per cent. per annum on the prime cost.

P. 59. 9. For the purpose of obtaining an allowance for de-

preciation under proviso (a) to section 10 (2) (vi) of the
Act, the assessee shall furnish particulars to the Income-
tax Officer in the following form :—

Particulars
(including
original cost,
depreciation
allowed and
Dato from | value realised
Description Capital expendi- which by salo of serap
of buildings, |Original | turo during the used for |value) of obsolete
machinery, { cost. year for addi. the machinery, plant
plant or tions, altora- purposes | or furniture sold |Remarks,
furnituro. tions, Improve- of the or discarded
ments and business. | during the year,
extensions, with dates on
which first .
brought into use
and sold or
discarded.
1 1-A 2 3 4 5
‘ .
I, , declare that to the best of my informa-
tion and belief the buildings, machinery, plant and furni-

ture described in column 1 of the above statement were
property of

Place

Date

during the year ended

Signature

Designation

the

and that the particulars entered in the state
Tnent are correct and complete.



91 [R. 9-A--11.

9 A For the purpose of obtaming an allowance for
depreciation under section 11 (2) (13) of the Act, the
assessee shall furmish particulars to tHe Income tax
Officer 1n the form included in rule 9, entering 1n columns
1 and 4 references not only to btuldings, machinery, plant
or furmture but also to apparatus, appliances and other
capital assets

10 Al sums deducted in accordance with the prowi-p, ¥8..
sions of section 18 of the Act shall be paid by the person
making the deduction to the credit of the Government of
India on the same day as the deduction 1s made 1n 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 1In the case of income chargeable under the head P. 6.

Salares’ where deduction 15 not made by or on behalf of
Government, the person paying the salary shall send to the
Income tax Officer concerned 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 mmsurance premia, and the amount of tax
deducted The person concerned shall also pay the
amount of tax so deducted to the credit of the Government
of India within one week from the date of such deduction
by remitting 1t nto the Government Treasury, or a branch
of the Reserve Bank of India, or of the Imperial Bank of
India accompanied by a chalan in the prescribed form,
blank copies of which shall be supplied by the Income tax
Officer for the purpose Provided that on receipt of the
above mentioned statement the Income tax Officer may,

1f so expressly requested and 1f satisfied that there 1s
sufficient ground for the request, himself have the neces

sary chalan prepared and forwarded to the person
concerned, whe shall thereupon pay the amount to the
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P, 78, 13-A. The certificate () to be furnished under section

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.

To (3

Name and address of payee ¢

I/We hereby certify that Rs. 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.)

i tion 18
1y In the case of bearer debentures or honds. a certificate under sec
(9) (shall only be given if the recipient of the interest declares tlif I'mix',ne ind
address of the real owner of the security at the time of receiving the interest.
given here. In

(2) Name and address of the owner of security should be to be given 3s-,

the case of bearer debentures dor bonds, these particulars are
d by the payee concerned.
dec}gre’ro )l;e C?)n?pl}éted only in the case of bearer debentures

4) The date on which interest is payable._
gﬁ) Hege enter the name of the local authority or the company.

or bonds.
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18 B The certaficate to be furnished under section 18
{9) of the Act by the person paymmg any interest not being
“Interest on securities” shall be 1 the following form —

Name of person paying interest—

Address —
To
Name and address of payee

1/We hereby certafy that Rupees
Heing 1ncome tax at the rate of
pies per rupee and Rupees
‘being super tax at the rate applicable have been deducted
from Rupees being the amount of
wterest paid on at the rate of
per cent per annum for the period (%)
computed on the amount of Rupees (2)

Signature of person paying interest
183 C The certaficate to be furmshed under section
18 (9) of the Act by the person paying any dividend on

shares registered 1n the Reserve Bauk of India shall be
the following form ~—

Name of person paying dividend

Address
To
Nume of payee
1 hereby certafy that Rs being income-tax at the
rate of Pies per rupee has been deducted from Rs
‘being the amount of dividend at the rate of per cent
per annum due () on shares of Rs and that

(1) Here speafy the period for which interest has beew puaZ
{2) Here state the amount on which interest hax been exmeted.
(3) Here spearify the date on which dividend 12 pssabie.
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it has been or will, within the prescribed period, be paid
by the Bank to the Government, of India at

Governor,
Reserve Bank of India.

193
(To be signed by claimant.)

I hereby declare that the shares on which dividend 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 shares certificates to be produced when required in support of any-

claim,)
. 82. 14. The certificate to be furnished by the principak
officer of a company under section 20 shall be in the follow--

ing form :— ‘
(Name of Company).

(4 ddress of Company.)

Date

Warrant for Rs. (in words and figures or, if the cert};i-‘
ficate is crossed by an entry in words stating that the

amount of dividend is under the next multiple of R;.i 301 .
above that amount, in figures only) , being:

ivi i d figures
dividend () at the rate of Rs. (in Words/ale pe%‘iod )from

er share for the (?) .
to d during the year ending on the

19 , ¢ .
oy of on (%) 0 shares in this Company,.

1) Qr dividend and bonus.

fZ)) Year or half-year, as the case may be. .
(3) Here enter whether free of income-tax 011"1 not.
(%) Here enter number and description of shares.
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registered during the sdid period/on (Date) 1 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 1s liable to be charged to Indian Income-tax
of the profits and gams of the Company, of which this
dividend forms a part, has been, or will be dulv paxd by
me/us to the Government of India

Stgnature

Date
(To be signed by the claimant )

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

to fon (Date) and were 1n the posses-
sion of

Stgnature
Date ,

15 The returns for Government officers under sectionp gg
21 of the Act shall be prepared and submitted to the "
Income tax Officer by —

(a) Crvil Audit Officers for all gazetted officers and
others who draw their pay from audit offices
on separate bills and also for all pensioners
who draw their pensions from audit offices

(1) Here specify number and’ nature of meeting
(2) Here enter date

>

T -
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(b) Treasury officers for all gazetted officers and
others who draw their pay from treasuries on
separate bills without countersignature; and

also for all pensioners who draw their pensions
from treasuries.

(¢) Heads of Civil or Military offices for all non-
gazetted officers whose pay is drawn on estab-

lishment bills or on bills countersiened b
head of office. gried by the

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

{e) Head postmasters for (i) themselves, their gazetted
subordinates and the establishments of which
the establishment pay bills are prepared by
them and (72) gazetted supervising and control-
ling officers of whose headquarters post office
they are in charge and (¢7z) pensioners draw-
ing their pensions through post offices; Head
Record Clerks, Railway Mail Service, for
themselves and all the staff whose pay is drawn
in their establishment pay bills; the Disburs-
ing Officers in the case of the Administrative
and the Audit offices.

(/) 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.

(k) Chief Accounts officers or Chief Auditors of
Railways concerned for all railway employés
under their audit.

“‘Qqlaries’*

P, 88. 16. The minimum income under the head 0000 por

referred to in section 21 (a), shall be Rs.
annum.
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17. The return to be delivere

d to the Income-tas p, g3,
Officer under section 21 of the Act shall be in the follo

form :—
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at the rate of Rs. 2,000 per annum, or have
alary, wages, annuity, pension,
, perquisites, or profits 1n lieu

n to salary or wages, and that all the part

received during the year ended on that day not less than

I certify that the above statement contains a eém
persons who were receiving income on the 81st day of

£
o
©
3 g
=X 8 bl
oy
2 2892
<! =1 I
2] BE%S
=} 2 g <
g R
< g =
— g .ea
=] w3
3 g3853
=3 lme
eEFEe T2 a8l
=1
S .73 ke”
e SN = R 4
°cgeg 888
2B d 8482
w e 2
S & Bl tho B

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 (1) 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.

Inoomy, profits, or gains as per profit and loss account for the year
ended 9 . . . .
Add.—Any amount debited in the accounts in respect of—
I. Reserve for bad debts . . . . .
2. Sums carried to roserve for provident or other funds
3. Exponditure of tho nature of charity or presents
4. Expenditurc of the nature of capital .
efi. Income-tax or Super-tax . . . .
. Rontal value of proporty owned and occupied . .
7. Cost of additions to, or alterntion, extensions, improve-
monts of, any of tho assets of the business . .
8. Interest on reserve or other funds . -
9. Liossos sustained in former years . . . . .
0. Liossas rocoverable under an insurance or contract of in.
domnity . . . . . .
11. Dopreciation of any of tho assets of the company . .
12. Txponses not incurred solely for the purpose of earning the
profits . . . . . . .

TorAL Rs.

Deduct.—Any profits or income included in the accounts on account
of—
{7) Intorest {nsb ambdunt) on sscurities taxed at source
(0) Intorest on sacurities tax-freo . . . e
(c) Dividands (n2t amount) from companies taxed In British
India . . . . . P o .
#(d) Other items already taxed at source (spacify dotatl) .

e e e

BaraNce Rs.

If the company owns any property not occupied for
the purposes of the business, a statement 1n the f%rl(ril
prescribed in Schedule A to rule 19 .should be attac eh
with particulars of the credit and debit on account of suc

property entered in the accounts.

Declaration.

I, the [Secretary,

te., (s tion 2 (12 ‘of the Act)] of the
et (see sec ( ()name of Company) declare that the

information against each head in this return is correctly

*Note.—If any other deduction is to 'be claimed, please give particulars
thereof in a separate letter to be forwarded with the return.
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grven as shown 1n the books of the Company as also 1n the
-accounts which have been duly audited by the auditors of
the Company and which have been adopted by the share-
holders of the Company

(Segnature)
(Designation)
Dated 19
(2) The company shall also attach to the return a

statement showmg the sums charged 1n the accounts under
the provisions of section 58 K (2)

19 The return of total income for individuals, firms, P. 8
Hindu undivided families and other associations of ind1 = °
viduals not being companies required under section 22 (2)
shall be n the following form —

Statement of total wncome during the premous year

1 2 3
Amount of
profits ar
geins or Tax already
Sources of Income medme during | charged on
the previous | the mcome
year

Rs Rs
1 Belanies (including wages annwity

pension  gratuity, fees comms

Bion sallowances perqusites n

cluding rent fres  quarters) or

profits recesved m heu of or m

sddition to salary or wages [See noto (1]
TA The contributions meds by

an employer to the account 1

e recogmsed provident fund

of the person meling the

return

1B The interest accrumg to the
account mentioned in I A which
18 not exernpt from income tax
{section 58 F (2)]

1C Interest accrmng to the eac
count mentioned 1 1 A which
13 exempt from ncoms tax
{section 58 ¥ (2)]

2 Interest on securities {including
debentures) already taxed » (2}

3 Interest on secunities of the
Government of India or of local
Governments declared to be
ncome tax free (3 ’

4 Property ss shown i detal m
Schedule A
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Statement of total income during the previous year—

contd. '
1 2 3
Amount of
profits or
_ gains or Tax already
Sources of Income. income during | charged on
the previous [ the income.
year.
5. Business, trade, commerco, Rs. Rs.
manufacture, or dealings in
property, shares or securities
(details as in note 5) . . . [See note (5)]
6. Profession . . . . . s (6)
7. Dividends from Companies (net) . " (7)

8. Interest on mortgages, loans,
fixed deposits, current accounts,
etc., not bearing income from
business . .

9. Ground rent . . .

« 9 (A)—Income of wife, min r child
and association of individuals
[Section 16 (3)]—[Soe note (10)7”.

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

Total .

Deductions claimed—

(z) on account of insurance premia . . .

(b) on account of contributions to & provident
fund to which the Provident . Funds Act
applies . . . . . -

(¢) on account of eontributions to a recognised
provident fund section 58-A(a)}. .

{(d) On account of interest on contributions to a
recognised provident fund and accumula-
tions thereof which is exempt from income-
tax [section 58-F. (2)] . . . .

(e) others . . . .

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 aré
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

Date - '
N.B.—{a) Income accruing to you outside British India receive

i i i form.

i 'is liable to {axation, and must be entered by you 1n the .

lndlz)lsAliainZome from whatever source derwedf mufsib be entered in the form,

including income received by you as a_partner ol a rm. . and
Norg 1.—In column 2 should be shown the gross amount  of sgeﬁzyfunds,-

not the met amount after deduction on account of income-tax, provi
ete.

d in British
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Note 2~ Interest on secunties means the interest on promissory motes
or bonds 1ssued by the Government of India or a local Government, or the
nterest on debeniures or other securities for money issued by or on behalf
of a local anthonty or company Where ncome tax has been deducted from
the interest, or where the interest has been paid mcome tax {free, the amount
of tax so deducted or paid should be gdded to the amount of ihterest actually
Teceived, and the gross amount so arrived at should be entered in column 2 of
the statement The term ‘interest on securities does not include interest on
fixed deposits or mortgages or other loans, which have to be shown under
heading 8

The interest on secunities of the Government of India or of local Govern
ments declired to be income tax free should bs shown under head 3 Those
}v}vhx;h are not declared to be incometax free should be included under this

eal

Entries under this head must be supported by the certificate 1ssued by the
person or company paying the nterest under =ection 18 (9) of the Act

Nors 3 —(a) The 1ncome tax payable on the interest recetvable on a security
of a Local (rovernment 1ssued income tax free 1s payable by the local Government
and not by the holder of the security

(%) Only the interest on securities of the Government of India or of a local
Government declared to be income tax free should be entered agamst this head
Buch 1nterest will not be charged to mcome tax, but it must be included in the
statement of total income in order to ascertam the rate of ncome tax chargeabls
on other mcome It 1s chargeable fo super tax

(¢} Particulars of any interest on secunities 1ssued by other authorities and
stated to be frec of income tax should be entered agamnst head 2, as income tax
on such interest 1s actually pata by these authorities on behalf of the recipients

NoTE 4 —The tax 1s payable under this head i respect of the boné fide
annual value of any buildings or lands appurtenant thereto of which ycu are

the owner, other than such portions of such bmldings and lands as you may
accupy for the purpose of your business

SCHEDULE A
T 3 =
215 1ef |3 F & Deductions 2
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Norr 5.—(a) Where you keep your accounts on the mercantile
ac account;
or book profits system, you must file return in the following form :— conntancy

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

Incorm:i groﬁts or gains as por Profit and Loss Account for the year Re.
ende 19 .
Add.—Any amount dobited in the accounts in respect of—
1. Resorvo for bad debts . . . . . . .
2. Surs carried to resorve for provident or other funds .
3. Exponditure of tho nature of charity or presents . N
4. Exponditure of the nature of capital . . . .
5. Incomo-tax or Super-tax . . . . . .
6. Drawings or salary of proprietor, drawings of partners and
salary of partners . . . . . .
7. Rontal valuo of property owned and occupied . . .
8. Cost of additions to, or alterations, extensions, improve-
ments of any of tho assets of the business , . .
9. Interost on the proprietor’s or partner’s capital including
Intorest on reservo or other funds . . .
10. Losses sustained in former years . . . . .
11. Lossos recoverablo under an insurance or contract of in-
domnity . . . . . .
12. Depreciation of any of the assets of the business .
13. Privato or personal expenses and expenses not incurred
solely for the purpose of earning the profits . .
ToraAxL . .

Deduct.—Any profits included in the account already charged to Indian
income-tax and the interest on securities of the Govern-
mont of India or of Local Governments declared to be
income-tax freo . . . . . .

Bavawce |

Sigaature of the person making the return.
Date-

State here amount of salary paid to a partner and not added back on the
ground that it is not an appropriation of profit. Rs.

(5) Where you do not keep your accounts on the mercantile accountancy or
book profits system, but on a cash basis you must file a statement showing
how you arrive at the taxable profits, i.e., showing details of the gross receipts
and of the expenditure you propose to set against those receipts specifying
separately salary paid to partners and deducted from gross receipts as not being
an appropriation of profit. No deductions are permissible on account of—

(1) Property owned and occupiea 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;

(#1i) 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;

(vii) Sums paid on account of the income-tax or super-tax or any fax
levied by a local authority other than local rates or municipal
taxes 1n respect of the portion of the premises used for the pur-

. pose of the business; N

(viii) Any expenditure of the nature of charity or a present;

(iz) Any expenditure of the nature of capital; .
(x) Any loss recoverable under an insurance or a contract of indemnity;

(xi) Depreciation of any kind other than that specified in the Act;
(i) Drawings or salary of proprietor, drawings of partmers and salary
of partners if it be an appropriation of profits;
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{z11) Private or personal e(pens:s of the assessee,
(z1t) Any expenditure of any kinds which 15 not incurred solely for the
purpose of earning the profits
If you have included any such sums 1 your expenditure i your books, you
must exclude them from the expenditure permissible for the purpose of armiving
at your iaxable profits
{€) You are also requ red to attach a statement showing the <ums chargea in
your accounts under the provisions of section 58 X {2
Notz 6 —The 1ncome, profits or gans shall be computed aiter making allow
ance for any evpenditure {not being in the natore of capial expenditure)
curred solelv for the purpose of such profession or vocation, provided that mno
allowance 1s made on account of any of your personal expenses Professional fees
yecetved by you 1 any part of Inda (whether within British India or not)
must be mcladed by yeu in your recempts
Nore 7—TIneoms tax chargeable on the profits of compamies 13 pud by the
companies, so tnat the dividends recerved by shareholders represent the net
amount remamng after any mcome tax due by the company has been parl
This amount should be entered in column 2 of the statement The proportionate
tax_will be added i the 1ncome tax Office
f the rate of tax applicable to your total tncome 1s less than the rate of
tax applicable to the profits or gaws of the company at the time of the declara
tion af such dwidends, yon may, by attaching the company s certificate recerved
with the dividends, have the excess collected on your dividends from the com
pany set aganst the tax payable by you on your other income instead of having
€o apply separately for a refund
Noze 8 —Agneultural income from land not paying land revenue or local
rates to an authormty in Bntish India should be included under this head or
under mcome _from business wccording to circumstances
orE 9 —Deductions from total mcome can only bs made for insurance
premia 1o respect of wmsurance on your own lfe ar on the hfe of your wife,
or 1n respect of a contract for a deferred annwty on your own life or on the
{ife of your wife No dedaction 1s_permissible i the case of any other form
of 1nsurance except n the case of Hindu undivided families where deductions
are permussible on account of premia paid 1n respect of insurance on the life
of any male member of the family or of his wife The orgmal receipt or the
certificate of the insurance company to which the premium was paid mnst be
attached to the return
“Nore 10 —{) Under Head 9 A you should enter so much of the mcome of
your wife or minor child s aiose directly or irdurectly—
() from the membership of your wife i a finn of which you are s

paxtaer,

(1) from the admussion of your minor child to the benefits of partner
ship 1n a firm of which you are a parimer,

(113) from any assets transterred by you dirsctly or mdurectly to your wifa
the than far ad & d at 1o with
agreement to hive apart, and

{w) from any assets transferred by you dnectly or mdiwrectly to your
minor child, not being a married daughter

(b) Under this head you should also enter so much of the income of any
dividual of yourself and your wife as arises from any
agsets transferred by you to such assocration”

20 The Notice of Demand under section 29 shall be ir. P, 100
the following form -—

Nortict: oF DEMAND UNDER SECTION 29 OF THE INCOME-TAx

Acrt, 1922, )
To
1. You have heen assessed for the year to inoorme.
tax amounting to Rs. [in addition to whik 2

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

i
. l% You have also been assessed to super-tax amounting
o 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 before 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 assessment you
Inay present an appeal under sub-section (1) of section 30
of the Indian Income-tax Act, 1922, to the Assistant
Commissioner 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 (8) 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, because:
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 sec-
tion 23, and no appeal lies. But if you were prevented
by sufficient cause from malking 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 pro-
ceed 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-tax Officer..

Place

Nore.—The superfluons words in paragraph 5 should be deleted.
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ASSESSMENT FORM
ASSESSMENT rorR 193 -193 unDER SECTION , AcT XI

oF 1922
. Dastrict or Area
Name of assess Number 1n General Index
Address Number of miscellaneous record
Amount |  Tax
Serial Deta led sources ot income of deducted | Remarks
No Income at source
Rs Rs A
1

Salary (includwmy, employee s provident
fund contributions)

1A | Annual accretion (less employee s
provident fun i contribution) under
section 58A ()

1

Taterest on securit ea
Property
Business

Profess on

N

Other sources

Rs 4 Re &
i-) Total ncome
13) Deduction under section 7 (s) or en account of

provident fund, to which the Prowvident Fund
Act 1897 applies

w3} Deductwn on account of recogmsed provident

(a) Contnbutions
{b) Exempted mterest
.

{sv) Deduction on account of insurance premia

{v) Deduct sums recerved 83 dividends or from a firm
profits of which have been charged to

me tax
{vs} Deduct amount of mterest from tax free securihes
he Govemmeno of India or of & Local

{vnr) Income now to be rubjected to income tax
{vw) Rate applicable Pie8 per rupee
(%} Amount of income tax
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(z) Doducticn under roction 17 . . .

(xi) Amount of deductions at source frcm ealary or
interest on recurities for which eredit is given
undoer seetion 18 (5),
(xit) Abats ment on nccount of dividends (at. . v.... ... ..
. pPit8 per rup c).
(vi) Abntment cn account of income frem o registercd

firm (at......... «..pies per rupce).
{xir) Net amount of income-tax (or rofund) . . .
{rv) Amount ofsuper-tax . . . .
(rvi) Penalty under kection 28 orrection 25 (2) . .

(xvis) Total sum payabls (or to bo refundcd—in figurs
a4 well as in words),

Rupres.oo.... ceeeen .

DBUNAS sttt vansaosas

Dated 198 .

A. Rs.

As-

Income-taz Officer.

Classification of demand.

-

Serinl Classification. Amount of tax.

No.

1 | Salaries—
(a) Paid by Government

by a local authority . . . .
(c) companies, other bodics and associations .
“n . private employers
2 | *Interest on securities— .
(a) on securities of the Government of India
(b) " . local Governments . .
(¢) on debentures and other sccurities of a local autho-
rity or company.
3 | Income derived from property . . .
4 ” ’ . business . .
5 | Professional earnings . . . .
6 | Incomo dorived from other sources . . -
Totel
Deduction on account of seetion 7 {7), 15 or 58F
Deduction on account of section 17 . <. .
Total of rofunds and rebates as in the classification cage
below.
Ponalty under section 25 (2) .
8 .

Neb"domnn,;i (or r;;fund)

A8,

refund or robate should be entered in the classification cage below.

*Where the result of an assessment is an abatement the sum allowed as &
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*Classification of refunds and rebates.

Source of income Rate of refund or rebate Amount of refund
or rebate

—y

Re A

* Items (zn1) and (r112) on pre page and ebatement regarding securitis

Record of cash refunds

Date of 155ue of
notico of demand

Number of voucher

Date of voucher

Amount of refund

Reason for refund

4 Return 4 Accounts
N=Not submitted N=Not submitted
A=S8ubmutted and accepted A=Subrutted and accepted
R=S8ubmitted but assessment not R==S8ubmitted, but assessment not
bas d onit buged on them

1+ Norr —For the purpose of compiling Annual Return No VIIT, 1 T Os
hould 1 arisbly stnke out the mapphicable entries
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21. An appeal under section 30 shall, in the case of an

-appeal against a refusal of an Income-tax Officer to make

a fresh assessment under section 27 , be in Form A ; in the
case of an appeal against an order of an Income-tax Officer
under section 25 (2) in Form C; in the case of an appeal
against the order of an Income-tax Officer under section
25-A 1n form C (1); in the case of an appeal against an
order of an Income-tax Officer under section 28 in Form
D; in the case of an appeal against a refusal of an
Income-tax Officer to register a firm under section 26-A
in Form D-1 and in other cases in Form B.

ForMm A.

Form of appeal against an order refusing to reopen an
assessment under section 27.

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

District 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

2. Your petitioner was prevented by sufficient cause
trom malking the return required by section 22 or did not
receive the notice issued under sub-section (4) of section 22,
or sub-section (2) of section 23, or had not a reasonable
oppc rtnnity to comply or was prevented by sufficient cause
from complying with the terms of the notice under sub-
section (4) of section 22 or sub-section (2) of section 23, as
more particularly specified in the statement attached.

8. Your petitioner therefore presented a petition to
the Tncome-tax Officer under section 27, requesting him to
cancel the assessment. This petition, the Income-tax
Officer, by his order dated of which a copy
is attached, has rejected.

4. Your petitioner therefore requests that the order of
the Imcome-tax Officer may be set aside and that he may
pe directed to make a fresh assessment in accordance with

the law.
Signed
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STATEMENT OF FACTS

Form of verification
s , the petationer, named in the
above petition, do declare that whit 1s stated therein and

n the above statement of facts 1s true to the best of my
wnformation and belief

Segned
Form B
Form of appeal against assessment to Income-tax
To -
The Assistant Commissioner of
The day of 19
The petition of of post office,

District 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 Apml 19 The
notice of demand attached hereto was served upon him
on

2 Your petitioner’s income accruing or arising or re-
cerved or deemed under the provisions of the Act to accrue
or arise or to be received m British India for the year

ending the day of 19 amounted to
Rs
8 Such income and profits actually accrued or arose o1
were recerved during the period of months and
days

4 Duning the saxd vear your petitioner had mo other
1meome 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 complied 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

-



R. 21.] 112

(GROUNDS OT APPEAL.
Form of verification.

1 the 1t ]

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

Signed

Forn C.

Form of appeal against an order under section 25 (2).
To '
The Assistant Commissioner of Income-tax.
The day of 19
The petition of of post office,

Districet 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

served upon him on

2. Your petitioner was prevented by sufficient 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.

* Stgned

STATEMENT OF FACTS.

Form of verification.
T , 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 belief.
Stgned
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\ Form C (1)

Form of Appeal agarnst an Order under Section 25 A
To

The Assistant Commissioner of Income tax,

The day of 193
The petation of of Post Office,
. District sheweth as follows —

Under section 25 A of the Indian Income tax Act,
1922, your petitioner/petitioners who belonged to a Hindu
Family, hitherto assessed as undivided, clarmed before the
Income-tax Officer at the time of
assessment that a partition had taken place among the
members of the family and that the joint family property
had been partitioned among the various members (or
group of members) 1n defimte portions and prayed that an
order might, be passed to this effect as laid down in section
25 A (1) and that an assessment be levied as laid down 1n
section 25 A (2)

2 By s order dated the a copy of which 1s
herewith attached, the Income tax Officer has refused to
pass the order referred to above and make assessments
accordingly as laid down 1in section 25 A (2) Your pet1-
tioner/ petitioners therefore request(s) that the Income tax
Officer may be directed to pass such an order under section
25 A (1) and to levy an assessment as laid down 1n seetion

25 A (9)
Srgned

GROUNDS OF APPEAL
Form of verification

I/We the petitioner/petitioners, named
in the above petition do hereby declare that what 1s stated
therein 1s true to the best of my/our information and
belief

Signed
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Form D.

Form of appeal against an order under section 28.
To

_ The Commissioner of Income-tax/The Assistant Com-
missioner of Income-tax,

The 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 imposed 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 his.
- knowledge and belief.

3. Your petitioner therefore requests that the order of
the Income-tax Officer/Assistant Commissioner imposing
a 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 1s stated therein is.
true to the best of my information and belief.

Signed
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Form D 1

Form of appeal aganst an order refusing to reqister g
firm under section 26-A

To

The Assistant Commissioner of

The day of 19

The petation of of

post office,
District sheweth as follows —

Under section 26 A of the Indian TIncome tax Act,
1922, your petitioner applied to the
Income tax Officer
for the registration of the firm

By his order dated the
a copy of which 1s herewith attached the Income tax
Officer has refused to register the said firm

Your petitioner therefore requests that the order of
the Income tax Officer may be set aside and that he may
he directed to register the firm

Srgned

(GROUNDS OF APPEAL
Form of vertfication

I, , the petitioner, named in the above
petitron do hereby declare that what 15 stated therein 18
trae to the best of my information and belief

Signed -

4
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21-A. An appeal under section 50-A shall be in the

following form :—

Form of appeal against an order refusing to grant a refund
under Section 48, 48-A or 49.

- To
The Assistant Commissioner of
The day of 19
The petition of of
post office, District sheweth as follows :—

Your petitioner applied to the Income-tax Officer for a

- refund under section 48/48-A /49 of the Indian Income-

tax Act, 1922, of Rs. . The Income-tax Officer
has by his order dated the of which a copy is

rejected the application.
granted a refund of only Rs.

attached

Your petitioner therefore requests that the order of the
Income-tax Officer may be set aside and the refund asked

for may be granted.

Signed

(ROUNDS OF APPEAL.

Form of verification.

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

Stgned

.92. An appeal under section 32 (2) shall in the case
of an appeal against an order of an Assistant Commis-
sioner under section 28 be in Form D attached to Rule 21

and in other cases in Form E.
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Foru L
To
The Commissioner of Income tax,
The day of 19
The petition of sheweth as follows —

1 Under section 31 (3) of the Indian Income tax Act,
1922, the Assistant Commissioner of has.
mereased thf{ 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
below

Swgned

(fROUNDS OF APPEAL
Form of vertfication
1, , the petitioner, named in the
above petition, do declare that what 1s stated therem 1s
true to the best of my information and belief
Swyned

22 A An appeal to the Commissioner for a reference
to a Board of Referees shall, 1n cases falling under sub
section (1) of section 23 A, be n form F, and, 1n cases
félhng under sub section (2) of section 23 A, be 1 Form.

Form ¥

To
The Commissioner of Income tax,
The day of 19
The petition of sheweth as follows —
1 'The Tncome tax-Officer of , withe

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

ot which a copy 15 attached under sub section (7) of section

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

payable as income tax by the firm/association

known as

e,
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shall not be determined and that the share of your peti-
tioner in the profits and gains of the said firm/associa-
tion shall be included in his total income for the purpose
of assessment: and a notice of the said order has heen
served upon your petitioner on the day of

‘) - Y - . . » . ‘l . i
L2 Your petitioner, being aggrieved, for the reasons
stated below, by the order of the Income-tax Officer

.o LA + M M ’
prays that the said order may he set aside.

Signed

et it sttt

(GROUNDS OF APPEAL.
Form of verification.

I. o . the petitioner, named in the
ahove petition, do declare that what is stated therein is
true to the best of my information and belief.

Signed
Fory 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 (2) 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 determined and that the
proportionate share of your petitioner in the profits and
gains of the said company shall be included in his total
income for the purpose of assessment; and a notice of the
said order has been served upon 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 said order may be set aside.

Signed
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GROUNDS OF APPEAL
Form of verification
, the petitioner, named in the

>
above petition, do declare that what 1s stated theremn 1s
tiue to the best of my information and belief

Swgned

23 (1) In the case of income derived 1n part from P, 2.
agricultute and 1n pait from business an assessee shall
be entitled to deduct from such income the market value
of any aguicultural produce raised by him or received
by lim as rent m kind which he has utilized as raw
material for the puiposes of his business o1 the sale
receipts of which are included n the accounts of s
busimess The balance of such income shall be deemed
to be 1ncome derived from the business and no furthe:
deduction shall be made therefrom 1n respect of any
expenditure incurred by the assessee as a cultivator or
recerver of rent 1n kind

(2) For the pufposes of sub rule (Z) “‘market value’” P.2.
shall be deemed to be —

() Where agricultural produce 1s originally sold
1 the market 1n 1ts raw state, or after apph
cation to 1t of any process ordinarily employed
by a cultivator or recerver of rent i hind to
render 1t fit to be tahen to marhet, the value
calculated according to the average price at
which 1t has been so sold during the year
previous to that in which the assessment 1s
made

(b) where agricultutal produce 1s not ordinanly
sold 1n the marhet 1n 1ts raw state, the aggre
gate of —

(1) the expenses of cultivation,

(2) the land revenue or rent paid for the area m
which 1t was grown, and

(3) such amount as the Income tax officer finds,
having regard to all the circumstances 1n
each case to represent a reasonable rate of
profit on the sale of the produce 1n question
as agricultural produce
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24. Income derived from the sale of tea grown and
manufactured by the seller in British India shall be
computed as if it were income derived from business. and
40 per cent. of such income shall be deemed to be income,
profits and gains liable to tax :

Provided that in computing such income an allowance
shall be made in respect of the cost of planting bushes in
replacement of bushes that have died or become perma-
nently useless in an area already planted, unless such area
has previously been abandoned.

25. In the case of Life Assurance Companies incor-
porated in British India whose profits are periodically
ascertained by actuarial valuation, the income, profits
and gains of the Life Assurance Business shall be the
average annual net profits disclosed by the last preceding
valuation, provided that any deductions made from the
gross income in arriving at the actuarial valuation which
are not admissible for the purpose of income-tax assess-
ment, and any Indian income-tax deducted from or paid
on income derived from investments before such income
is received, shall be added to the net profits disclosed by
the valuation. _

26. Rule 25 shall apply also to the determination of
the income, profits and gains derived from the annuity
and capital redemption business of life assurance Com-
panies the profits of which can be ascertained from the
results of an actuarial valuation.

97 If the Indian income-tax deducted from interest
on the investments of a company exceeds the tax on the
income, profits and gains thus calculated, a refund may
be permitted of the amount by which the deduction from
interest on investments exceeds the tax payable on such

income, profits and gains. _ .
28 ’III)I the case of other classes of insurance business

' tc.) of a company
fire, marine, motor car, burglary, e .
i(ncorporated in British India, the income, profits or gains
shall be determined in accordance with the provisions of
the Act subject to the allowance specified in the rule next

f011§gV.mIg1; in the ordinary accounts of any insurance busi-

ness other than Life Assurance, Annuity, or Capital
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Redemption Business carried on by an Insuran e Com
pany any amount 1s actually charged against the receipts
for the sole purpose of forming a reserve to meet out-
standing liabilities or unexpired risk in respect of policies
which have been 1ssued (including rish of exceptional
losses) and 1s not used for any other purpose such amount
may be treated as expenditure incurred solely for the
purpose of earning the profits of the business

30 Any amount either written off 1n the accounts orp, 141.
throngh the Actuarial Valuation Balance Sheet to meet
depreciation of, or loss on securities or other assets or
which 1s carried to a reserve fund formed for that sole pur
pose and not used for any other purpose may be treated
as expenditure mcurred 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 gamns 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 mncome, profits and gains of companies carry p, 141.
mg on Dividing Society or Assessment business shall be
taken at 15 per cent of the premum income in the pre-
vious year and 1n the case of non resident compames at
15 per cent of the Indian premium income 1n the previous
jear

32 Notwithstanding anything contained in rules 25 P.141.
to 31 the total income, however, of an insurance company
carrying on more than one class of business shall be deter
mimed by its aggregate income from all classes of busi
nesses

33 In any case i which the Income tax Officer 15 of p, 111,
opmion that the actual amount of the income, profits or
gains accruing or arsing 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 1ncome tax may be cal-
culated on such percentage of the turnover so accruing or
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24. Income derived from the sale of tea grown and
manufactured by the seller in British India shall be
computed as if it were income derived from business. and
40 per cent. of such income shall be deemed to be income,
profits and gains liable to tax :

Provided that in computing such income an allowance
shall be made in respect of the cost of planting bushes in
replacement of bushes that have died or become perma-
nently useless in an area already planted, unless such area
has previously been abandoned.

25. In the case of Life Assurance Companies incor-
porated in British India whose profits are periodically
ascertained by actuarial valuation, the income, profits
and gains of the Life Assurance Business shall be the
average annual net profits disclosed by the last preceding
valuation, provided that any deductions made from the
gross income in arriving at the actuarial valuation which
are not admissible for the purpose of income-tax assess-
ment, and any Indian income-tax deducted from or paid
on income derived from investments before such income
is received, shall be added to the net profits disclosed by

the valuation.

26. Rule 25 shall apply also to the determination of
the income, profits and gains derived from the annuity
and capital redemption business of life assurance com-
panies the profits of which can be ascertained from the
results of an actuarial valuation.

97= If the Indian income-tax deducted from interest
on the investments of a company exceeds the tax on the
income, profits and gains thus calculated, a refund may
be permitted of the amount by which the deduction from
interest on investments exceeds the tax payable on such

income, profits and gains. . .

98. In the case of other classes of insurance business
(fire, marine, motor car, bu'rgla,ry,.etc.) of a company
incorporated in British India, the income, profits or gains
shall be determined in accordance with the provisions of
the Act subject to the allowance specified in the rule next
follggv.u?[gf. in the ordinary accounts of any insurance busi-
ness other than Life Assurance, Annuity, or Capital



191 [R.20—33.

Redemption Business carried on by an Insuran e Com-
pany any amount 15 actually charged aganst the receipts
for the sole purpose of forming a reserve to meet out-
standing habtlities or unexpired risk i respect of policies
which have been 1ssued (including risk of exceptional
losses) and 15 not used for amy other purpose such amount
may be treated as expenditure incurred solely for the
purpose of earmng the profits of the business

30 Any amount either written ofl 1 the accounts or p, 141,
through the Actuarial Valuation Balance Sheet to meet
depreciation of, or loss on securities or other assets, or
which 1s carried to a reserve fund formed for that sole pur-
pose and not used for any other purpose, may be treated
as expenditure 1ncurred solely for the purpose of earning
the profits of the business Any sums taken credit for in
the accounts o1 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 tahen into account m calculating
the income, profits or gains

31 The income, profits and gans of compames carry- p, 141
mg on Driding Sectety or Assessment busmess shall be” "~
tahen at 15 per cent of the premium income 1 the pre-
vious year and, 1n the case of non-resident companies, at

15 per cent of the Indian premium 1ncome 1n the previous
year

32 Notwithstanding anythong contamed in rules 95 P. 141.
to 31, the total mcome, however, of an msurance company
carrymg on more than one class of business shall be deter-

ﬁlelsnsed by 1ts aggregate income from all classes of busi-
es

33 In any case 1 which the Incom
opmion that the actual amount of the fntczz‘r{neo I;I)L;eo}‘“l:;f P11
%ams }:liccrumg Or arismg to any person res,d;nn out of
f1‘1t1s India whether directly or mdrrectly through or
rom any business connection 1n British Indin mnugl be
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arising as the Income-tax Officer may consider to be rea-
sonqble, or on an amount which bears the same proportion
to the total profits of the business of such person (such
profits heing 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

sugh other manner as the Income-tax Officer mav 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-
rax according to the preceding rule. 5

35. The total income of the Indian branches of non-
resident insurance companies (Life, Marine, Fire, Ac-
cident, Burglary, Fidelity Guarantee, etc.), in the absence
of more reliable data may he deemed to be the proportion
of the total income. profits or gains, of the companies,
corresponding to the proportion which their Indian
premium income bears to their total premium income.
For the purpose of this rule, the total income, profits or
gains of non-resident Life Assurance Companies whose
profits are periodically ascertained by actuarial valuation
shall be computed in the same manner as is prescribed in
rule 25 for the computation of income, profits and gains
of Life Assurance Companies incorporated in British
India. :

36. In the case of a person resident in British Ind.ia,
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-1a%.

I, , of
do hereby state that my total income computed in accord-
ance with section 16 of the Indian Income-tax Act, XI of
1922, accruing or arising or received in British India, or
deemed under the Act to accrue or arise or to be received
in British India, during the year ending on the 31st
March 19 , amounted to Rs. only.
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I therefore pray for a refund of

Rs. under ‘‘Salaries™.

Rs. under ‘‘Securities’’. {Tho portion

Rs. under ““Dividends from companies”. o

Rs. under ““Share of profits of the *™¢°)
registered firm"’ known as of which

Iam a partner.

Sianature.

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

Dated 19

Stanature.
36-A (0). In the case of 2 person not resident in P, 116.

British India, an applicaticn for a refund of income-tax

li_l;f:f;:siction 45 of the Az <hal) he made in the following

Application for refund of income-tasr.
I

)

residing at B} , of

do hereby stzts 12 n (country)
0¥ Bale il ry sl i . .

ance with geraior £z 5y Uzl inonme computed in accord

AR A .

. - %2 £ of the Indian Income-tax Act.

2, durivg 2 rar o iny on the 21t March 18 -
R 217, 2# per return enclose?



{'The portion
ot required
should be
Eo0re out.)

I therefore pray for a refund of

Rs. under ‘““Salaries’’.
Rs. under ‘‘Securities’’,
Rs.

e
under ““Dividends from companies”’,

Rs. under ‘‘Sh 1
tered firm’’ known as e of profits of t%? ‘\17;76118;10?’1

I am a partner,

Signature.

I hereby declare that I am a British subj
_ ect (See
note 2)/subject of State being a State inJ India.< I

also declare that what is stated in  thi o tios
correct, this application is

Dated 19

Signature.

Sworn before me (Name)

Designation Signature . at on

Seal.

Note 1.—The above declaration shall be sworn (a) before a Justice of
the Peace, a Notary Public or Commissioner of Oaths 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 of a Political Officer
if he resides in a State in India, (c¢) before a British Consul if he resides
elsewhere.

Nore 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.

() An application for such a refund from a person
not resident in British India who has made a similar ap-
plication as a non-resident in the preceding year shall,
unless the Income-tax Officer directs in any particular
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«<ase that the apphcation be made 1n the form prescribed
n sub rule (a), be made 1n the following form ~—

Appheation for refund of wncome tax

I, of residing at
an (country) do hereby state that my total
1mncome computed 1n accordance 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
veturn enclosed

I therefore pray for a refund of

Rs under ‘“Salaries” (The p
Rs under “Securities” ot zog
Rs under ‘‘Dividends from companies’  Scored
R under “‘Share of profits of the regis
tered firm” hnown as of which

I am a partner

Swgnuture

I hereby declare that I am a British subject (see
note) /subject of State bemg a State in India I
also declare that what 1s stated 1 this apphcation s
correct and that I duly applied for a similar refund as
4 non resident last year

Dated 19

Signature

Nore— Bntish subject means a person who is & natural born Brtish
#ubject or a person to whom a certificate of naturalization has been granted
* 37 The application under rule 36 shall be accom P, 11
Ppanted by a return of total mncome 1n the form prescribed
under section 22 unless the apphicant has already made
such a return to the Income tax Officer

37 A The application under Rule 36 A shall be ac-
<companied by a return of total mcome 1n the following
form thé details of Part I of which but not the to’cal may
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be omitted if the person ha j
. as already submitted a return
under section 22 (2) for the same year :—

Part 1.

State])ze?zzf of total income accruing or arising or received
m Br.?fzsiz, India, or deemed under the Act to accrue
07 arise or to be received in British India, during

the previous year.

Soutces of mncomo,

income during
the provious
yoar.

e

Amount of
profits or ) Tax already
gains or charged on

the incomse.

1. Salaries (including wages, annuity,
pension, gratuity, fees, com-
mission, ollowances, porqui-
sites, including ront-froe quar-
ters) or profits received in liou
of or in addition to salary or
wages . . . .

1.A. Tho contributions made by an
omployor to the account in a
recagnised provident fund of
the person making tho return .

1-B. The intercst acerning to the
account mentioned in 1-A which
is not oxempt from income-tax
[Section 58.F (2)] . . .

8. Intorest on sccurities (including

debentures) already taxed . (Seo Note 2)

3. 1nterest on sceurities of the Govern-
ment of India or of Local Govern-
ments declared to be incomeo-tax

free . . (See Noto 3)

4. Property as shown ‘in dotail in

Schedulo A . . . . (Sce Note 4)

5. Business, trade, commerco, manu-
facture, or dealings in property,
shares or sccuritics {(details as in

note 5) . . . . . (See Note 5)
6. Profession . . . . (Sce Note 6)
7. Dividends from companies . . {See Note T)
8. Intorest on mortgages, loans, fixed

deposits, current accounts, ete,,
not boing income from business
8. Ground rent . . . .
10. Any source other than those men-
tioned above including any in-
come earned in partnership with

others . . .

Total

Rs. A,

. (8ee Note 1)

. (Seo Note 8)
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Statement of total income, profits and gains in the previ-
ous year, arising, aceruing or recewed out of British
Indra, which if arising, accruing or
British India, would be wncluded n the computation
of total income under section 16.

recetved in

Amount of
profits or
* Name of Sources of mcome gotns
Country oT income
duning the
previous year
Rs
1 Salames (See Note 10)
*
2 Securities (See Note 11)
»
3 Property {See Wote 12)
*
4 Bustness {See Note 13)
»
5 Profession (Bee Note 14}
*
[ (See Noto 15)

Dividends from companies
»

e

Interest on securties other than in
item 2 ahove, mortgages, loans,
fixed deposits, current Accounts,
ete, mnot bemng ineome from
business

.

@

Ground rent
*

o

Any source other than those men
tioned ahoveincluding any income
earned in partnership with others

Total s per Part T
Total 23 per Part IT
Grand total

,

(See Note 16)

(See Note 17)

Total

*The figures for each country should be separately shown
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Verification,

. l“;i;"::;:,{':-’ i((f:;x!"§«? :In: best of my knowledee smd holiof
! : gven an the above statement is correst,
and eomplete, that the amennts of income shown are traly
.'\‘((th‘(‘.:lm] refate to the venr ended \ :m(i that 11:}1
r:”wr Imeome acerued or arose or was recojved b m(" "(h;*
froe during the said vear and that [ 7the fivm have no
uther sourees of income, . |

Stqnature.
[hated 0.
AN ol e 0 eane o vay cntende Hegtel Todey recenned e Thitish
Peobo, ot A avtec b Past Y oaend e an Part 1L

PP AT e e s s e o e deniod tnuet T antsnd in the form
sl s o re nad Ba osor ae a partner of A b,

et "y e s o s e e lue poenthie endieg on the 30U day
o Moo fopeer pes Gl e e for o whach the aocoment o be omnde,
e af the vt of rhe s vse v been mivde up tooa date wathin the
VO vt e g e ndf aoyesr vnshing onoany dive athor than the said 3t

sk

YWt e of e e the voar eiddingg on the day of

dan .
SR I O A LA EETE I LI IO

AVEFE oo odurn 29t afd U sloan the grory amount of salary and
toeo e e e Wlter dbe boias an e nnt of anesme tax, preovident
(. LN TN P

Moar 0 Intes ol onoe cunties” tueows the anderest on pronmrcory notes
e bevy e by the Governae ot of Tudiy o a0 Lol Government, or - the
e L onn oo turoe or wth oo anitee for money peacd by o oon boehalf of
o o otbants ar sompany Where meosme tae s heen dedueted  from
the antrrsr, nr whore the intorest Bn beon pud income tay free, the amount
wf oo b Bl e potd choubd be added ta the amount of nterest actunlly
teeorved, and the presc amonnt so arnved ol chould e entered i calimm 2
of the o atepuont The term anterc:t onoymantie' daoes pot nelude terest
o foedd depoits o maertzas or other Joans, wineh have 1o be vhown wnder
bondhing B

The anteret on recuntties of the Government of India or of  Local Govern.
ments decbaed o be amome tax free shonld be shown umier head 30 Those
vhich are not declared  to be acome tax fiee should be meluded  under this
head

Eutrrex under tdie head mnet be rupported by the  cortificnte  jreued by
the per on or company paying the nterest under section 18 () of the Aet,

Note 3.—(aj The ncome-dnx  payable  on the interest receivable on n
serustity of a Loeal Government saued ineomedas free is payable by the Local
Government and not by the holder of the recurity,

th) Only the anterest on reennsty of the Government of Tndin or of n Local
Qovernment declared to be tneome-tax free shonfd  be  entered  apninst  thin
head.  Such nterest wall not be charged to incomedax  bhut it must he  in-
cluded 1 the statement of total income in order to  ascertain  the rato of
income tax chargeable on other income, [t 1w chargeable ta super-tar,

{r) Particulars of any interest on securitics iswed by other nuthorities and
stated to be freo of income-tnx should be entered againet head 2, s income-
tax on such interest is actually paid by these authorities on bohalf of the

recipients.



129 [R. 87-A.

Note 4 —The tax 13 payable under this head in respect of the bond fide
annual value of any bmfdmgs or lands appurtenant thereto of which yon
are the owner other than such porttons of such buildings and lands as yon
may occupy for the purpose of your business

ScaEpULE A

Y

o Iw|%8 | & e 12 Deductlons &
2181285 |= 1w . H
2 15852 R I8 (28 8 Izl fg o
& |2 g E'% 5 5 BIE 5 o
S |PleesiE {25 (R |L |sB(e [E12 |5 2%
g |sl88eis |81 |3 18 |a8(5 (&)1% 3 e
£ |g|8g%ln lg'2 |2 13 |28 |8, 8]e 2. 513
ZlE821% 18 3 |2 18 18815298 5t 2%

a (51823, |5 2 |z |2 (58 (8E158|% = |28 B|%
£ 1B R85y % % (3 _les(RRIS|% 2|88 5|8
3 ERECR R e 8 s Se |2 |28|gts &)2F =
2 l=lE85 |2 (2,2 |5 |d9i83( 8|3l &80 2|28
S%|35%E Be |E|Pe |2 12815880 818 Blzd g o2
g3 158 Bae |88 gle8 3218318 & £1%E 23
32318 (%58 0= 9 (92 82 S8 (2581%5 218148187 248
2818 (%58 | 0 = 582 - Bz =02
‘éi'ﬁi‘.ezsﬁse‘a::biﬂ“ﬁ“gﬁéuﬁggg*s
=1218%8 25 £ S0 1A |we | 5 B1%E S8
gixile|¥8s sx |3 05108 HE(BE |52 |= 2 38 Flis
z |58 |slge5 |56 |8(85 528 |c5|98 185182 2|58 3|28
$iHE|2=22)38)c|5d |8 g€ B9 (29 E|E 285 £3
S|e &8 E<m<°ﬂ<ﬂca‘o< 8=
112183 4 5 |8 A 10 {n|1zl1sis A 14 1

|
|
|
|

,\ ! ,’ ‘
Nore &-—(a) Where you keep your accounts on the mercantile accountaney
or book profits system, you must file a return 1 the following form —

Income gprofits or gatns from business trade, commerce

Income profits or galns as per Profit and Loss Account for the ye
ended 19

Add—Any amount debited n the accounts 1n respect of—

Reserve for bad debts

Sums carrted to reserve for provident or other funds

‘Expenditure of the nature of chanty or presents

Fxpenditure of the nature of capital

Income tax or Super tax

Drawings or salary of proprietor or partners

Rental value of property owned and oceupred

Cost of additions to or alterations extensions improve
ments of any of the assets of the business

DA Ik
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Irs orep L 4 oo »
vprollear gt “fr im b rinear, fraede, commer s rantd.

'— - ar > M M ]:q‘ Aq'
Ao ”,\;., nit sant o ;?v!nl in the treaunts in peopoet of e
Gobnt v e 2. , . . A . .
n ; nlr Phe pronret s’ o- paripess rapital, including
Tt g s sy et er Dl . ﬁ
1o J.- R L I I T L e T . i .
L P A T A nesdes san~uranes or contraet of ine
ol oraprry .
‘l,‘ }.' v o elany ob b gevore of the Lyeiper
[FT I PUIP SN - . 1
i Pea g mad ey and expont s gt ine D
S [ { 1n neurre
AL o e b e arnng the profity . .
Toran .
13, 1,2 W g,> FEETI
Peer Aps lxx. e dnebefo b the pecount altoady ehnreed to
‘!. brar Tecicretay nud the interest pn recursticre of
[ TN .
AR ‘i. vt et of vl or of Leeal Governments
dretsm FEs e Income tax {oee,
Balaneo . J

{Scvsture of the prreon graking the return.)

Dated 195 .

{11 Wi~ xo1 ds ret b posonur necannta in such s form, you must file s

aitereaer 2% g e b sen oarrae at the taxable profits, de., showing details

cf e v reoepds ol of the expeaditure jou propose to sot agsinst those

Bocopte Naodedy teond nes pormie hle on acrount of—

{0 Py oty awe d and accupied by the owner of a Dusiness for the
pirp ¢ of 8 buemeesg

{3 Addit e to, or alterations, exten<ons, or improvements of, any
b et of the bueina o

{1503 Juter <0 an the capial of the proprictors or partners of the
b w1,

{11} Brd dette not notually writien off in the accounts;

(v} Loc + sastmined in previous years;

{t1) Berrrves of any kind;

{ti1} Sums< p.ad on zccount of the mcome-fax or super-fax or any tax
Lsva by & local authonity other than local rates or municipal
tases 1n nw;) ot of the portion of ths premises u<ed for the pur-
pa n of thr business;

(r:01) Any exponditure of the nature of charity or a present;

(i*) Any exponditure of the nature of capital;

(r} Auy lo 5 1ecoverable under an insurance or a contract of indemnity;

(xt) Depreciation of any kmd other than that specificd in the Act;

{z11) Diswings or salaries of the proprictors or the paitners;

(z+5i) Private or personal expenses of the as<essee;

(ziv) Any ecxpenditure of any kind which is not incurred sol2ly for the-
purpose of earning the profits.

—
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If you have mcluded any such sums i your evpenditure in vour books,
“you must exclude them from the expenditure permissible for ths purpose of
-arrving ab your taxable profits

{¢) You are also required to attach a statement showing the sums charged
m your accounts under the prowisions of section 58 K (8)

Nott 6 —~The income, profits or gams shall be computed after making
allowance for any expenditure (not being 1n the nature of capital expenditure)
memred solely for the purpose of such profession or vocation, provided that no
allowance 18 made onr account of any of your personsl etpenses Professional
fees recesved by you In any part of India (whether within British India or not)
must be included by you m your receipts

NoTe 7—Incoms tax chargeable on the profits of compames 1s paid by the
companies, so that the dividends received by shareholders represents the net
amount remaimng after any income tax due Ly the company has been paid
This amount should be entered 1n column 2 of the statement The proportionate
tax will be added 1n the Income tax office

If the rate of fax appheable to your total income 15 less than the rate of
meame tax applicable to the profits or gains of the company at the time of
the declaration of such dividends, you may, by attaching the companys certr
ficate recetved with the dividends, have ths excess collected om your dividends
from the company set agamst the tax payable by you on your other income
mstead of having to apply separately for a refund

‘Where a company derives a part of its profits 1n British India and part
outside Brit sh Indis such portion of its dividend as 1s payable ont of pro
fits taxable 10 British Indha should be shown i Part I under item 7 and the
balance 1 Part IT under item 6

Nore 8 -—Agricultural mncome from land not paying land tevenue or local
Tates to an authomty in Brtish India should be included under this head or
under mcome from business according to eircumstances

Nore 9-—Rebates 1 Tespect of insurance premia or of a contract for annuity
cannot be allowed 1n connection with a claim for refund under section 48 A
separate claym should be made either for therr allowance 1n the conrse of assess
ment or 1n cases where no assessment has been made for a refund under section
a8 A

Nore 10 —Under this head should be shown mterest on securities 1ssmed by
deductions on account of income tax, should be shown

Nore 11 —Under this head should be shown interest on_ securibies 1ssued by
the Government of India or a Local Government or 2 local euthemty i Inda
on which ipterest 18 pad or payable outside British India and the interest
on dek o P m Iedia paid or paysble outade
British India  For this purpose Company means a company as defined
w the Indian Corpanies Act, 1913 or formed in pursuance of an Act of
Parlament or of Royal Charter or Letters Patent or of an Act of the Legis
lature of a British possession and includey any foreign association earrying
on business 1n British India whether incorporated or not, and whether its
prmeipal_place of business 1s situate m  Britsh India or not, whichk the
Central Board of Revenue may, by general or spewcal order, declare to be a
company for the purposes of this Act Tuterest on all other secunities shauld
be shown under item 7~see Note 16 Interest should be shown gross 1f foreign
tax 15 deducted therefrom after the assesseq receives the imterest, 1f the tax 1s
deducted at source, the net interest rcerved ghould be shown
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Norre 12.~See instructions in Nole 4.

_Nott 13.—The details thould bz given as explained in Noie 5, but there-
will be no “deduct” entry on account of profits included in the amount
slready  chnrged  to  Indian income-tax and the interest on sccurities of the-
?o\'(;rnment of India or a Local Government in India declared to be income-
ax free,

Id)'on: 14 —Thie should show professionsl fees received ontside British
ndia,

No1e 15.—The figuie to be shown here is the amount actually received by
tho sharcholder rerespective of whether the dividends are declared free of tax
or not. -

Where a company detives a part of its profits in British India and part
outside British India, such portion of it< dividend as is payable out of profits
taxable in British India should be shown in Part T under item 7 and the balance
m Part IT under item 6,

Note 16.—This hewd will include inter aliz interest on all sccurities other
than tho'e entered mn item 2, see Note 11. Interest should be shown gross
if foreign tux 1s deducted therefrom after the assessee receives the interest;
if the tax 1¢ deducted at sonree, the net inferest received shonld be shown.

Noir 17.—-Agricultural mmcome from land and not included in Part I should
be shown under this head.

38. Where the application under rule 36 or rule 36-A
1s 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 bhe.

39. The application under rule 36 or rule 36-A shall
be made as follows:—

(a) If the applicant is resident in British India, to
the Income-tax Officer of the District 1n
which the applicant is chargeable directly
to income-tax, or if he 1is mnot chargeable
directly 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 Central Board of Revenue.

39-A. An application under section 48-A shall be

made as follows :—
(a) If the applicant is resident in British India, to
the Income-tax Officer of the district in which:
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the applicant 1s chargeable directly to income-
tax, or, 1f he 1s not chargeable directly, to the
Income tax officer of the district i which he
ordinarily resides,
(%) 1f the apphcant 1s resident outside British India,
to the Income-tax Officer appomnted by the
Central Board of Revenue
40 An application for refund of income tax under P, 120,
section 49 of the Act shall be made m the following
form —

Application for relref from double wncome tax under
sectron 49 of the Indwan Income tax Act, 1922

s of , do hereby state
that I have paid United Kingdom income tax and super

tax amounting to £ for the year ending 19

on an income of £ and that Indian income-tax/in-
come-tax and super tax of Rs has also been paid
on the same 1ncome/1ncome from the same source amount-
g to Rs I have obtained relief under the
provisions of section 27 of the English Finance Act, 1920,
at the rate of see attached certificate from the
Inspector of Taxes I now pray for a further relief
at the rate of amounting to Rs under

section 49 of the Indian Income tax Act, 1922, to which

I am entitled My income from all sources to which this

Act applies during the ““previous year’” ending on the
19 , amounted to Rs

only—see Return of income attached/already submitted

Swgnature
I hereby declare that what 1s stated herein 1s correct

s Srgnature

Dated 19

41 The application under rule 36 or rule 40 may be
presented by the applicant in person or throngh a duly
authorized agent or may be sent by post

42 A return shall be furmished by the principal officer
of a Company under section 19 A 1n respect of a dividend
or aggregate dividends 1f the amount thereof exceeds
Rs 5,000
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42-A. A return shall be furnished by the person
responsible for paying interest not being interest on secu-
rities in respect of amounts of interest or aggregate
interest exceeding Rs. 1,000.

43. The return by the principal officer of a Company
under section 19-A shall be in the following form and
shall be delivered to the Income-tax Officer who assesses
the company :—

Return under section 19-A of the Indian Income-tazx Act,
1922, for the year 1st April 19  81st March 19

Name of Company

Address of Company

(1) Resident Shareholders/Non-Resident Sharehold-

ers.
. . (2) Amount of
Serial | . Address Date of dividends.
number. | Name of shareholder. of declaration ——
shareholder. | of dividends.
Net. Gross.
1 2 3 4 & 6
Rs. Rs.
I . the principal officer of the

Company, hereby certify that the above statement con-
tains a complete list of the resident/ npn-remdent share-
holders of the Company to whom 2 dividend or aggregate
dividends exceeding Rs. 5,000 was or Were distributed 1n
the period from the 1st April 19 to the 81st March

19
Stgnature.

Dated 19
Nore 1.—Separate forms should be

o { f i tax?’, the figure to
Nore 2.—~Where dividends are jgsued ‘‘free 0 mcgme- ax”’, o

i i 5 the figure to be entere

be entered in column 5 1s the sum actually pa_lttli,azg theeam%unt o e o etax

i lumn 6 is the aggregate of the sum sc pal
;)r:»yixobi]e by the Compauny in respect of the dividends,

psed for resident and non-resident
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43-A. The return under section 20 A shall be 1n the
following form and shall be delivered to the Income tax
Officer 1n whose jurisdiction the person responsible for
paying interest resides — ,

Return under section 20-A of the Indwan Income-tax Act,
1922, for the year Ist April 19 to 31st March
19
Name of payer

Address of payer

Amount

Address Date of

of of 1nterest

payee payment: oT aggre
ate

11 terest

Serial Name of payee
No

I hereby certify that the above statement contains a
complete list of persons to whom mterest or aggregate
terest exceeding Rs 1,000 was paid during the period
ist April 19 to 31st March 19

Stgnature
Dated 19
44 Omitted
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FINANCE DEPARTMENT (CENTRAL REVENUES).

Notification No. 9, dated the 15th March, 1930.

In exercise of the powers conferr y
o‘f the Indian Incomel-tax Act, ngzized(}]f} (%hai%g% ]:thL
Governor General in Council is pleased to make thz
following rules. the same having been previously published
as required by sub-section (7) of section 58-I, read with
sub-section (4) of section 59 of the said Act :—

1. These rules may be called the Indian I
s L& R € C n hadl ¥
(Provident Funds Relief) Rules. comertax

2. In these rules. “‘section’’ means a section of the
Indian Tneome-tax Act, 1922 (XT of 1922).

3. The contributions made by employees after the
date of recognition of a provident fund and the interest
on the accumulated balances of such contributions shall
be wholly invested in securities of the nature specified
in clause (a). (0). (¢). (d) or (¢) of section 20 of the Indian
Trusts Act. 1882, and payable both in respect of capital
and of interest in British India.

4. (1) Withdrawals by employees shall not be allowed
by the trustees except on special grounds in the follow-
ing circumstances or circumstances of a similar nature—

(a) to pay expenses incurred in conmection with the
illness of a subscriber or a member of his

family;

(b) to pay for the passage over the sea of a subseriber
or any member of his family;

(c) to pay expenses in connection with marrigges,
funerals or ceremonies which by the religion
of the subscriber it is incumbent upon him
to perform and in connection with which
it “is obligatory that expenditure should be

incurred;

(d) to meet the expenditure on building or pur-
chasing a house or a site for a house provided
that such house or site is ~assigned to the

trustees of the fund;
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(¢) to pay premia on policies of 1nsurance on the
Life of the subseriber or of his wife provided
that the policy 1s assigned to the trustees
of the fund and that the receipts granted
by the insurance company 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 (7) ¢ Family’”’ means
any of the following persons who reside with and are
wholly dependent on the employee, namely —the em
ployee’s wife, legitimate children, step children, parents,
sisters and minor brothers

(3) No such withdrawal shall exceed (1) the pay of the
employee for three months, or, 1n the case of a withdrawal
for the purpose specified 1n clause (d) of sub rule () six
months at the time when the advance 1s granted, o1 (2) the
total of the accumulation of exempted contributions and
exempted 1nterest contamned in the balance to the credit
of the employee whichever 1s less

(4) A second withdrawal shall not be permitted until
the sum first withdrawn has been fully repaid

5 (1) Where a withdrawal 1s allowed for a purpose
specified 1 clause (d) or clause (¢) of sub-rule (1) of rule 4
the amount withdrawn need not be repaid

(2) Where a withdrawal 1s allowed for any other pur-
pose the amount withdrawn shall be repard in not more
than twenty four equal monthly instalments and shall
bear 1nterest 1n accordance with rule 6 and no further
withdrawal shall be permitted until repayment has been
effected 1n full

6 In respect of withdrawals which are repaid 1n not
more than 12 monthly 1nstalments, an additional nstal-
ment of 4 per cent of the amount withdrawn shall be
paid on account of interest; and in respect of withdrawals
which are repaid 1n more than 12 monthly instalments
two such instalments of 4 per cent of the amount with-
drawn shall be paid on account of interest. -

Provided, however, that at the discretion of the
Trustees of the Fund, iterest may be recovered on the
i
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?I{nounff Withdrgwn or the balance thereof outstanding

pa,(;rrfal,bﬁmf% t(; ﬁ;mgfa at bl per cent. above the rate which is
Ior the time being on the balance i

the credit of the member. ¢ o 1n the fllﬂd *

7. The e?nployer 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
employee on leave without pay from the second monthly
payment made after his return to duty.

8. In case of default of repayment of instalments
under rules 6 and 7, the Commissioner of Income-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 recognised 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 accounts 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 in any year
appoint a date later than the 15th June as the date by

which the certified copies shall be supplied.

10. (z) An application for recognition shall be made
by the employer maintaining the fund for which recog-
nition is sought and shall be accompanied by the follow-
ing documents :—

(a) the trust deed if any in original with one copy
thereof, the latter to be retained by the
Commissioner, and
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() the rules of the fund.

Provided that 1f the origmal of the trust deed cannot
conveniently be produced, 1t 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 n any manner
specified 1n rule 7 of the Indian Companies Rules, 1914,
1 which case an additional copy shall be furmshed for
retention by the Commissioner

(2) The application shall be submitted through the
Income tax Othcer of the area 1n which the accounts of the
funds are kept, or, 1f the accounts are kept outside India,
through the Income-tax Officer of the area mn which the
local headquarters of the employer are situate

(8) The application shall contain the following inform-
ation —

() Name of employer and address, his busimness,
profession, etc, also us principal place of
business

(b) Number of employees subscribing to the fund—

(?) m British India,
(22) 1n Indian States,
(u2) outside India
(¢) Place where the accounts of the fund are or
will be maintained
(d) If the fund 1s already 1n existence—

(2) a copy of the last balance sheet of the fund,
where such 1s maintained,

(21) details of imvestments of the fund

(4) A venfication m the following» form shall be
annexed to the application —

ForM OF VERIFICATION

We/I, the trustee(s) of the abovenamed fund, do
declare that what 1s stated m the above application 1s
true to the best of our information and belief, and that
the documents sent herewith are the orignals or true
copies thereof
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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 recognised
provident fund maintained by the company shall not ex-
ceed Rs. 250 in any month.

1207 I an employce assigns or creates 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-
plo.}'eo that if he does not secure the cancellation of the
assigmnent or charge within two months of the date of
receipt of the notice the consideration received for such
assignment or charge shall be deemed to be income receiv-
ed by him in the vear in which the fact became known to
the Income-tax Officer and shall be assessed accordingly.

13. If the Commissioner withdraws recognition from
a recognised provident fund, the balance to the credit of
each employee at the cnd 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
emplovee receives the accumulated balance due to him.
The remainder of the accumulated balance due to him
shall be Jiable to income-tax and super-tax as if the fund

had never been recognised.

14. Before withdrawing recognition, the Commis-
sioner of Income-tax shall give an opportunity to the
employer and the trustees of the fund to show cause why

recognition should not be withdrawn.

FINANCE DEPARTMENT (CENTRAL REVENUES).

Notification No. 10, dated the 15th March, 1930.

In pursuance of sub-section (2) of section 58-F of the
Indian Income-tax Act, 1922 (XTI 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 OF 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 13 pleased to
make the following rules, the same having been previously
published as required by sub-section (1) of section 58-L
read with sub-section (4) of section 59 of the saxd Act —

1. These rules may be called the Indian Income-tax
(Provident Funds 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— ~

(@) 1 cases where the application for recognition
has been recetved by the Commission of
Income-tax before the 81st May 1930—on 31st
May 1930,

(b) . other cases—on the last day of the month
which the order 15 made, or. at the request of
the employer, on the last day of any later
month 1n 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 mdicated therein —

Form of appeal against non-recognition of a Provident
Fund by a Commissioner of Income-taz

To
The Central Board of Revenue.
The petition of employer(s)
carrying on business, profession or at

Your petitioner(s) applied to the Commissioner of
Tncome-tax under section 58-B of the Indian Income-tax
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Aqt., 1922, for the recognition of the provident fund main-

tamed by them (him) for the benefit of their (his) em-

plovees.  The Commissioner of Income-tax has refused

recognition  for the reasons stated in his order dated
of which a copy is attached.

For the reasons set. out helow your petitioner(s)
sabmit(s) that the fund should be recognised; and pray(s)
that  the  Central Board of Revenne may be pleased to-
aceord recognition.

GROUNDR OF APPEAL.

We/l the petitioner(s) named in
the above petition do declare that what is stated therein
is true to the best of our/my information and belief.

Stanature
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 aceount shall be maintained for ecach subscriber
to the fund in the following form :—
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7. An :.stract for the financial year o;:' ot i
cable ace «nting period of the indivigual aceouﬁgro? I()al;?h
employvec participating in a recognised provident fund
shall be furnished by the trustees to the Imcome-tax
Officer of the area in which the employer conducts his
business, profession or vocations, or to such other Income-
tax Officer as the Commissioner may, in each case, direct
not later than the fifteenth day of June in each V;aar. It
shall be in the form prescribed in rule 6, but shall show
only the totals of the various columns thereof for the
financial year or other accounting period. It shall also
give an account of any temporary withdrawals by the
ernployee during the year and of the repayment thereof.

8. The account to be made under the provisions of sub-
sectlon (7) of section 58-J shall show in respect of each
employee (7) the total salary paid to the employee during
the period of his participation in the provident fund, (¢z)
the total contributions, (¢77) the total interest which has
accrued thereon, and (7v) so far as may be, the percentage
of the employee’s salary in accordance with which contri-
butions have been made by the employer and employee.

CENTRAL BOARD OF REVENUE.

Notification No. 35, dated the 12th July 1950.

In exercise of the powers conferred by sub-section (7)
of section 33-A of the Indian Income-tax Act, 1922 (X1
of 1922), the Central Board of Revenue makes the follow-
ing rules :—

Ruwrzs.

(1) The Commissioner of Income-tax on receipt of an
appeal under section 23.A of the Indian Income-tax Act,
1992, shall, unless, in pursuance of the proviso to sub-
section (3) of that section, the appeal is withdrawn, ap-
point a Board of Referees consisting of not less than
three and not more than five members chosen by him, sub-
ject to the provisions of sub-section (6) of that section,
from a panel constituted and maintained by the Central

Board of Revenue.

(2) Appointments to, and resignations’ or removals
from, the panel shall be published in the 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 1 the Commissioner’s office

or of the decision of the Commissioner under section 33,
as the case may he

(4) Within a period of 15 days from the Teceipt of the
communication, the appellant may object, without giving
any reasons, to the mnclusion of any name or names in the
Board, and submit the names of not less than five mem-
bers 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 appel-
lant, and shall communicate 1t forthwith to the appellant

(6) The appellant may not subsequently object to the
inclusion m the Board of any name submtted by
himselt

(7) The appellant shall be allowed one further period
of fifteen days in which to object to names not originally
wncluded by the Commissioner nor submatted by himself

(8) If the appellant has twice objected to the constitu
tion of the Board proposed by the Commussioner, 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 Commuissioner

(20) 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 pre-
sent <hall sign the report and any member who differs
from the others may record a dissenting minute  Should
there be ap tquality or votes the Churman shall have a
casting vote No decision of the Board which 1s signed
by less than half the members shall be valid  The pro-
ceedings of the Board shall not be invalidated merely by
reason of the absence of a member or s failure to sign
the report of the Board
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NOTES AND INSTRUCTIONS REGARDING THE INCOME-
TAX LAW AND RULES

1 Extent of the Act [Section 1 (2) ]—() This sub section
governs the whole of the Act and defines the areas to whih the
Act applies  Section 7 (2) on the other hand governs metely the
taxation of particular classes of mcome

(n) The words ‘‘and to all other servaunts of Fis Majesty m
those domimions ’* were added in the Act of 1918 as 1t was con-
stdered advisable to abandon the previous hmitation, 1 the case
of persons serving outeide British Indin of habihty to Brtish
subjects, since 1t not infrequently happens that subjects of Indian
States are taken into Government employment and sent fo serve
1 places outside British India

() The words incinding British Baluchistan * were mserted
m the Act of 1922 Prior to the passing of that Act, the Income-
tax Act was apphed to British Baluchistan by notification 1 8
restricted form 1ncome tax bemng under the notification, leviable
only upon salaries received by persons in the service of, and pad
by ‘or on behalf of, Government or of a local authenty establihed
1n the exercise of the powers of the Central Government The Act
now apphes in {ull force to the whole of British Baluchirtan

(1v) The whole of the Act, with the exception of sections 7 ()
and 64, has been applied to the Civil and Mltary Staren, Ban-
galore and the Distnict of Abu, while to Berar the vho's Aes
except section 7 (2) has been apphed Ozfr <o much of the Act
has been applied to the Cantonment cf Barcds, the Bt 1 ad-
rmmistered areas 1n Central India zrd the BErc R
areas (excluding Rulway lands) m tre B = Zne, 43
relates to the assessment and collect m ¢” oz b
of Government servants or of local sz ko e~ llled n the

Sy

exercise of the powers of the Central Grrarma=t

(v) The Civil and Miltary S.siwrs ¢~ E zovke- Harey 204
the District of Abu are distmet o B Iz¥z 22d, #mesly
spealung, all profits accrumng ¢ anmms v oTes 3 - Drey
India or deemed to accrne ov arw= 4 Be 2emesd e, Do gy
India are hable to tax even 1f e~ Eov- alrm®™ Tn da2e8 4y
those areas  Similarly, all prefss som-m or 2nwr s o 1ares, 0
m any of those areas or derm-3 uo g ar 4= % 2 vy b vt 4 5
ed 1n those areas are habl 15 ez Twe glnd, bom
taxed m British India Bersr 2 preenes s Ta e ot f:-v‘ »Yy
Indwa for purposes of 2~ ~v=eng 128 o o of destle oz
tion anses  When tFe o e mefer pre symed 0 00 0 LU T
India and 1 the Cml 427 37 %~ & AY o L Ee
duction or refund 15 5m 2 vl by 0 4ay geried
on such profits in the (7=~ REWRTY -
ters of the firm ¢ omiger e RN

Jedg, vl £
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similar refund or deduction is gi i
given at Bangalore if the headquar-
f&eéf Icl)g s“*lltlas éirlné or con;pgny a{e at Bangalore. The Wholeag% Dti;;e
as ¢ been applied to Angul, but under a notification igst
%1' .ux‘J'der section GO of the Act, bthe income of perso;z 1011111 lflfgé
-mucb other than persons in the service of Government has been
exempted from liability to the tax—see paragraph 17 (34).

Under the sub-section—

) (a) t.h‘e Act applies in Indian States to all persons in the ser-
qu_z ol Government, whatever their nationality. It applies in
}‘n‘dmn States to persons in the service of a local authority estab-
1.&?0(%1‘1; the e.\'iz'mSe of the powers of the Central Government
only i they are British subjects or servants of Govern ,
the local authority. ment fent fo

ire (xlig) tt,:;ibfglazies’ of Government officers serving outside India
are not i 1o 1ncome-tax unless they are drawn or otherwise
received in India.

(o)‘ .Fron_t;lgr 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 2 (I).]—
(i) Agricultural income is exempted from tax under the provisions
of section 4 (3) (viil) of the Act and any income to be exempted
must [all within the words of this definition. The definition was
amended 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 1s 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 DBritish
India. Clauses (b) and (¢) were also amended at the same fime
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 agriculture will only be exempt if the agriculture is
in respect of land on which land revenue or local rate is paid fo

an authority in British India.

(i) A further amendment was also made by the Act of 1922 in
clause (b) (ii7). Under the previous Acts profits from the sale by
a cultivator 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 nob
keep a shop or stall for the sale of such produce. Under the pre-
sent Act profits derived by a cultivator from the‘ ‘sale_ of the pro-
duce raised by him are included in the term agricultural in-
come’’ where the produce is sold in ifs raw state, that is, if no
process has been performed in respect of the produce other than 2
process of the nature described in sub-clause (i). The tax there-
fore is nmow not leviable on the profits derived by a cultivator or
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recewver of rent 1n kind from the sale of the raw produce rased or

recerved by im even if he keeps & shop for the retail vend of such
raw produce

() If a land owner grows on his own land which 1 assessed
to land revenue forests or trees and detives income therefrom he
15 not hable to mcome tax on such imcome Persons however
who take contracts in forests for the cutting down and sellng of
timber are hable to tax on the profits from such transactions

() Assignment of land revenue to a Jagirdar 1s not assessable
to 1ncome tax 1n the hands of the Jagirdar

() Inferest on arrears of rent of land used for agnicultural pur
poses 18 part of the rent dertved from the land and 1s therefor
not hable to ncome tax subject to the exception that if the ar

rears are secured by a bond and are therefore recoverable by civil
swt such interest 1s taxable

(vi) Rule 23 prescribes the manner m which piofits and gaia
shall be artived at in the case of mncomes denved 1 part from
agriculture and 1n part from busmess and provides for the sepa
ration of industrial from agricultural profits mn cases where the
agneunltural 7aw produce 1s wotked up for the market Assessing
authorities should determine what portion of profits dernved m
part from 1ndustry and 1 part from agriculture should be regarded
as derived from industry and agnculture respectavely talong mto
account the eircumstances of each case

(vw) In the case of tea where the person growing manufac
turing and selling tea has separate purely agrcultural income
(e g from rent or cullivation of land on which tea 1s not grown)
no account shall be taken of such income 1n calculating the pro
fits hable to tax  Some concerns again are engaged 1 the grow
g of tea seed Where the tea seed 1s produced for the use of
the assessee 1t must of course be mncluded in the profits No
tax should however be levied on the profits denved from the
growing of te1 seed 1 cases where the tea seed 18 sold to a third
party and where separate accounts are maintained for the expen
diture and receipts for the growing of the seed Although under
section 10 (2) (1) of the Act the only expenditure that can be
allowed to be set agamnst profits 1s expenditure incurred solels for
the purpose of earning the profits or gains taxable in any year 1t
will onlv be fawr 1n the case of tea concerns to allow as a charge
againet profits the whole of the cost of the upkeep (¢ g weeding
and dramning) of extensmons of the estate which 1re not in bearmn,,
No allowance can be made on account of any capital expenditure
1n connection with snch extensions such as the acqmsition clear
mg and draining of the laind the malang of roads or the erection
of builldings before the cultivation beging but when once the cul
tivation has begun with the completion of the planting the annual
cost of the upkeep of such extensions should be allowed 23 a bumt
ness expense even although the expense 1s not 1 bearing As
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regards the Juestion as to what is capitel or revenue expenditurs
1 TESPECt of tea gardens see paragraph 64, )

zif{a) Under section 15 of the Indian Tea Control Aet, 1933,
the OwWner of a iea €state may transfer his righr to obiain expors
licences In whole or In part to any party. The profits resylting
from the sales of such export and production cuotas and, on the
other hand, the expenditure incurred bv the transferee in pur-
chasing such quoias should be treated as follows for the purpose
of the assessment of income-tax with reference to Rule 24 of the
Indian Income-tax Rules, 1922. WWhere the quoias are irans-
ferred by the owner of a tea esiate to which they apperiain, the
price realised should be tveated as if it were income derived from
the sale of tea grown and manufaciured by the seller. since the
allocation of the quoia has resulted from the growth and sale of
tea by the selier in previous years. In that case, theraiore. oniy

40 per cent. of the income derived from the s2le of the nghis will
be held liable t0 tax. Where. however. a further transier is made
by a person other than the owner of the tea estate to which the
quota has been so allotied, whether or notr such person is himsaif

the owner of a tea estate to which ancther qucta has been allotzed.
his profits on that transaction cannor in any sense be said to heve

resulted irom the growth by him of wea apd wili have to b2
treated as wholly taxable in the assessment of the seller. The
szme apnlies to the profits made by an owper of g tez esiate out
of a transaction in which he buyvs a guotz and uses i for the ex-
port of tea grown In an estate not hiz gwn {e.g.. aiter manufac-

3 T - = 2~ & .
turing tee in his {actory from green tea grown elsewhera). If a

quota is purchased by the owner of another tea estate and is uti-
lized by him for the exvorration of tea grown on his oWm es;:a}ta.
such purchase enables the purchaser to market the product of s

ovn tea estate. and it follows that the cost of buving the oucta

will have to be debited to the income of the concern befere ap-
portionment under Rule 24 of the Indian Income-tax Rules.
YVhere the quota is purchassd by 2 person who is not d1e~ owner
of a rea estate. or if purchased by the otwmer of a tea estate I
resold by him. or is used by him f.?r The export ]oz fea gro:.t% c;n
an estate not his own. the espenditure mlia%vfe;él?o:igl inp ;; ‘ne
saction are taxable in
he Indian Income-ta

3

compuiing the purchaser’s profis. since. as
net proits of such a person irom ’rﬁe Tan
fnll and are not covered by Rule 24 of 1

Rules. o .
{rii) The following principle shguld be acgp_t:ad ézz cazggla’tﬁ%
the ner dividends apd regulating re.tm:fﬁs on cnv}c:»ernli 1; :v ‘nirnri
profits that are only parfl_\" taxed in the b-{ifiis of the company.
¢.q.. companies & Part o whose _m%\r{lsqar;:sh © aeernes oweds
Britich Indiz and is not received In ritish India or part of

income is derived from ias-iree securities :— o
If < per cent. of the profits pay tax in _the: hands ]oz ]ﬂ‘:d

company. the gross dividend is to be calemiaw

or accruss cnisids
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(taking company rate of income-tax as 2 annas and
41/6 pes, or 169/1152) by applying to the met
1152

dividena the fraction 5. 140 Xlioo

(1z) Yllegal abwabs are taxable since they do not come withue
the defimition of “‘agricultural income™  So also are the following
tems, vz —(a) fees recerved from land used for storing pur-
chase of crops (Paaly), (b) punyaha nazar or nazar paid by tenants
of agnicultural heldings at the beginning of the zemundar year,
(c) nuzar for petitions presented to the zemundars deahng with
questions of successions, settlement and partition [Raja Probhat
Chandra Barua versus King Emperor, High Court of Bengal Re-
ference No 1 of 1926 (I, Srimvasan Tax Cases, page 392)
and Privy Counail Appeal m the same case] On the other hand,
the ruling i the Bengal High Court Case No 40 of 1920, Birendra
Kighor Manihya versus Secretary of State for India (I, Sninivasan
Tax Cases, page 67), 1n which 1t was held that though the pre-
mium paid for the settlement of waste lands or abandoned holdings
mmight reasonably be regarded as ‘‘rent or revenue’ derived from
land, as used 1n this definttion, the same considerations did not
apply to the salam: or premum paid to a land holder for recogni
tion of a transfer of a holding from one tenant to another, has
been overruled, 1n respect of the salam: 1 question, by a Xull
Bench of the High Court of Bengal in Reference No 1 of 1925,
Nawabzadi Mehar Bano Khanum versus Commissioner of Income
tax, Bengal (IT, Stimvasan Tax Cases, page 99), this Full Bench
decision was followed by the Patna High Court m Case No 47 of
1926, Maharajadhira) of Darbanga versus Commissioner of In
come tax B & O, (III, Snnivasan Tax Cases, page 158) and
agar mawntuned (by way of obiter dictum) i the High Court’s
subsidhary decision 1n the Reference case already quoted of Raja
Probhat Chandra Barua

(z) The mam judgment m the Reference (which was upheld
by the Privy Counail) dealt, not with the question of what 1s
exempt under the Act as agneultvural meome but with the question
whether non-agricultural income from perminently settled land
18 exempt under the Settlement, and answered that question 1
the negative

(27) Again 1n_the Patna High Court Case No 74 of 1919, mn
the matter of Bhikanpur Sugar Concern (I, Srmivasan Tax
Cases, page 29) and 1 the Bengal High Court Case No 83 og
1920, Killing Valley Tea Company, Lumited versus Secretary o
State for India (I, Srmivasan Tax Cases, page 54), 1 has begn
held that the profits of sugar factories and profits derived from the
manufacture of tea as a taarketable commodity from the green

hable to assessment “ .

leav:;:s gr;'imt‘z)on of “‘assessee *' [Section 2(2) 1—@ Assessgle
15 defined to mean a person by whom income-tax 1s pay515 te
Tncome tax includes super-tax which 15 defined 1 section 0
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be "an additional duty of income-tax.” Under section 3 (39) of
the General Clauses Act, the word “‘person”’ includes any com-
pany or association or body of individuals whether incorporated or
not. The executor, administrator or other legal representative of
a deceased person is treated for the purposes of an assessment on
the income of such deceased person, as an assessee.

(1)) The charging sections (sections 3 and 55) lay down who
the persons and associations are who are liable to income-tax and
super-tax.  Income-tax is payable under section 3 by every indi-
vidual, Hindu undivided family, company, firm and other asso-
ciation of individuals, and super-tax under section 55 is payable
by every individual, Hindu undivided family, company, unregis-
tered firm or other association of individuals not being a registered
firm. While both income-tax and super-tax, therefore are payable
by every individual, Hindu undivided family, company and other
association of individuals not being a firm, there is a distinction
in the case of firms. All irms whether registered or unregistered
(see paragraph 10) are liable to pay income-tax but while unregis-
tered firms are liable fo pay super-tax, registered firms are
not. The income of registered firms is lable fo super-tax in the
hands of the individual partners of the registered firm. Co-oper-
ative Societies, Clubs (not being companies) qn.d Cha’r’nbers of
Commerce are examples of ‘‘association of individuals.

(iti) Private provident funds of companies and firms should not
be assessed to income-tax as ‘‘other associations of individuals,
otherwise than by deduction at the source upon their income fxiom
investments and should not be charged to super-tax at all. Tlel:y
are also eligible for refund of tax under Section 48 if they comply

with the provisions of that section.

4, Definition of ‘‘company”. [Section 2 (6).]—This d;f;}r};:
tion includes all companies constituted 11.1‘the_Dom1mogsto he
Crown, while the latter part of the definition is confine odzgire
foreign associations as the Central Board of RevenuTehma%; esire
to treat as companies for the purposes of the Act. t% 0 }]{_’ ook o
this latter part is to include associations suchd‘as ; ere T
Societes Anonymes which, thﬁugtll] mcorlggitgs br% Cl(f:[’li;:({ & éur

racteristics 1n common with the comjy g
ﬁ'zﬁtqicft?lizméentml Board of Revenue thinks that they should be

treated as companies for the purposes of the Act.

5. Trading operations of Indian Stqteg an(.z Do?z?.néon Gbove;};ze
menis.—-Any trade or business in British Indlafcz&rzeBr?ﬁShyEm-
Governments of Indian States or of any part ZOD leGOVernmenfi,

ire. other than the Government of India or a oca't. N
1z;al)nd’the property occupied and goods owned In Bm_ Slls o)ns i o
the purpose of such business are, under thegzg;‘ovlliable O tne
Government Trading Taxation Act (IIT of 1926), liable fo fe%
tion under the Indian Income-tax Act in the same |
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1o the same extent as in a hke case a company would be Before
attempting to assess the income of such Government, the In
come tax Officer should serve a notice under section 2 (12) (b) of
the Indian Income tax Act upon some representative of the sad
Government 1n Bntish India declaring his intention of treating
such representative as the principal officer of such Government

8§ Defimtion of * rrevious year ™ [Section £ (11) ]—(1) Under
section 3 of the Act, assessable mcome 15 to be computed with
weference to a fixed period, which 15 known as the ‘‘previous year”
This fized accounting period, the income, profits and gamns of
which alone are taken nto consideration 1 making an assessment
1s treated as isolated, withont any consideration of what went
before or what came after The defimtion of the phrase ' previous
year” in the Act of 1918 restricted the accounting period to a
perond of 12 calendar months The period of 12 calendar months
was the period ending on the 81st day of March pest preceding
the year for which the assessment was to be made but the as
sessee was given an ophon of adopting a year of 12 calendar
months endmg on a date other than the 3lst of March 1f that
was the date up to which Ins accounts were made up This gave
1ise to difficulties m the case of certamn communities, whose com-
merctal year 1s not necessarily a calendar year, but 1s a period
which, expressed i calendar months, varies from year to year,
and 1 one year may be shghtly over and in another shghtly under
12 months Agan, under the defimtion m the Act of 1918, any
year which was adopted in place of the financial year had to ter-
minate at some period within the previous financial year, and
as there are numerous cases where the commercmal year termi-
nates i the month of Apni, the returns and accounts on which
the assessment was based 1n such cases related to a period more
than 12 months prior to the date of assessment While the defi
mition of the phrase in the Act of 1918 has been repeated pract:
cally without alteration in clause () of this sub section, clause
(b) 18 a_new provision providing for the difficulties referred to
above Under this clause the Central Board of Revenue or the
Commissioner of Income tax 1 a province, 1f authorised by the
Central Board of Revenue, may determine as the ‘previous year™
a commercial year which may be shghtly over or shightly under
12 months and which may termmate on a date subsequent to the
end of the previous financial yenr The Central Board of Revenue
has authorised the Commssioner of Income-tax in each province
to determme as the ‘‘previous year”” m the case of any person,
business or company, or class of persons, business or company

(a) a commercial year which may consist of more or less
than 12 months, provided that no commercial year
which may extend to less than 11 or more than 13
calendar months 1 any one year shall be so deter-
mned, and
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(b) a commercial inati
' year terminating after the end of the
previous financial year, provided that no commercia?
year terminating later than one month after the end

;ﬁi ntéa(; previous financial year, shall be so deter-

Where the Commissioner des; i
( [ esires that a ‘‘previous year'”
should be recognised which does not come Withinphis powegs 1of

sanction as stated above, he must obtai e
Board of Revenue. obtain the orders of the Central

(71;)‘ Income-tax Officers ave, therefore, debarred from treating
as a " 'previous year’’ any period which does not come within the
fl‘eﬁmt_wn 1n sub-clause (a) of clause (11) of Section 2 unless such

previous year’' has been sanctioned either by the Income-tax.
Commissioner or the Central Board of Revenue.

(i) Under the substantive part of sub-clause (a) of clause (11)
of Section 2, an assessee has an absolute option to elect for the
first time a ‘‘previous year’ other than the financial year ending
on the 31st day of March and in that case, the proviso to that sub-
clause does not come into operation. The effect in such a case of
the substantive part of the sub-clause in question will be to make
the ‘previous year’, the year (i.e., the 12 months) ending on the
day to which the accounts have been made up, and Section 3

-requires the assessment to be made on the income of the whole of

that year.

(iv) Where, however, the assessee has already exercised his
option under the substantive part of sub-clause (a) of clause (11)
and is seeking to change his previous year for the second time,
the proviso to the sub-clause in question comes into operation
and it is open to the Income-tax Officer under the proviso to-
impose conditions involving an assessment otherwise than in
accordance with the normal requirements of the Act. In such a
case, the condition which the Income-tax Officer may have
occasion to impose may be a condition that the assessment should
be made on the income of a period exceeding 12 months. DBut
should occasion arise to require assessment on the incomes of 2
_period of less than 12 months, the imposition of a condition in
this sense would equally be within the Income-tax Officer’s

competence.

(v) When the condition imposed under the above proviso
means an assessment on the income of a period in excess of
19 months—say X months—the rate of tax to be applied to the
aggregate income may bé stipulated to ‘be the rate apphycable to
a total income arrived at by applying the formula 12/X to the
aggregate income. Even when X is less t};an 12 months, the.
above formula may be stipulated to be applied.

(vi) As regards super-tax, the condition imposed under th?
above proviso might require that it may be computed as fallows1 5
In the first place, the formula already mentioned, viz., 12/X shon
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be apphed to the income for the period under assessment On
the Tesulting meome, super-tax should be calculated 1n the ordl
nary way by allowing the usual deduction of Rs 30,000 or
Rs 50,000 or Re 75,000, as the case may be The total super-
tax thus arrived at should then be multiplied by X/12 and the
result will be the amount of super-tax leviable

(v17) As stated above, under the prowiso to sub clause (a) of
clause (11} of Section 2, an assessee who has, after the 3lst
March 1922, once exercised the option of selechng as lus  previous
year” a year termuinating on a date other than the 3lst day of
March within the previous financial year, cannot agsin exercise
that option except with the consent of the Income-tax Officer, and
upon such conditions as he may think fit, Income tax Officers m
deahng with such cases and Commissioners m dealing with such
cages, and Commussioners wm dealing with cases under sub
clause (b) of clause (11) of the above Section 2, should take steps
to secure that the changing over from one previous year to an-
other shall not result 1n any loss of revenue either because any loss
of mcome profits or gams which but for the change 1n the ac
counting pertod, would not have come under assessment 18 by =
domg, brought thereunder or otherwise The convemence of an
agsessee 1n this matter must be studied so far as possible, as 1t 18
demrable that the accounting perod for 1ncome tax purposes
should be the same as the accounting period according to which
an assessee makes up s accounts for the purpose of his business,
but 1 the actual year of change, conditions should be laad down
sufficzent o secure tnat the snbstitution of one yenr for another
shall not result in any income, profits or gamns of an ascessee es-
caping assessment

{pu1) If an assessee closes his sccounts in different dates for
different busmesses or different sections of the same business or
different sources of income, his 1wcome shonld be calculated sepa-
rately for each business, section of business or source, according
to the accounting year adopted for 1t and the aggregate of the
comes thus computed should be treated as the income of the
previous year Lach of the years of which the imcome 1s thus
added together must of course, satisfy the definition of previous
year’ m section 2(11) of the Act with reference to the same ye-r
of a«sessment

(1) If an assessee for some special rewson closes us wccounts
on & particular occasion on a date different from—usually later
than—that which he usually adopts, ordinanly proportionate pro-
fits 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 balance of profits for the remamnng 2 or 3 months should
be left over to be included m the mext year’s assessment In
special cases, when the Income tax Officer has reason to believe
that the temporary estension of the accounting period has been
resorted to by the assessee with some ulterior motive, he may n-e
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Act. gwven to him by the proviso to section 13 of the
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assc(;s)ce“tcl;]ecl:ﬁasge II?_csome-taxt_Ofﬁcer gran¥s permission to an
AdUge s accounting period, he should re
» ! : cor
fact clearly in his assessment order, stuti’ng in detail the iatggz

of the change permitted 11
: { , & ' 1ssi
& arn ge j nd the conditions on which permission

7. Dcfinition of *‘Princi
efinit pal Officer”. [Section 2(19).]1—
]cocmlc-ta:\} Officers should treat as the “PriEJcipal Oﬁic(ezg)’.]of In';
tcl)]ea ﬁ:.;;t ilg;;t;};cc;r t(l:ompt%ny 1or other public body or association in
. 1e olhicials specified in clause (a); it is only in
.gﬁ(saes \:hele the Income-tax Officer has no information regar‘zlling
ih %)erpons who discharge the functions of the officers mentioned
n cla]use (a) or where such persons cannot be found, that he
p;}o:c i(plt;se fft,he powershconferred by clause (b) of treating as the
Jipal olncer any other person connected wit /
public body or association. h the company,

8. Meaning of the term *‘local authority”.—'‘Local autho-
rxty",‘a phrase used in sections 2(12), 4(3) (1), 7 and 21, is de-
fined in scction 8 (28) of the General Clauses Act, 1897, as

“‘2 munpicipal committee, district board, body of port commissioners or other
authorsty aegaliy entitled to, or entrusted by the Government with the control

or management of, a municipal or local fund.”

9, Definition of ‘“‘public servant’’ [Section 2 (13).]—This defi-
nition is of importance for the purposes of section 54 of the Act.
The definition of the phrase in the Indian Penal Code contains

the following :—

““The words ‘public servant’ denote a person falling under any of the
descriptions hereinafter following, namely :—

Ninth.—Every officer whose duty it is, as such officer, to take, receive,
keep, or expend any property on behalf of Government, or to make any sur-
vey, assessment or contract on behalf of Government, or to execute any
revenuc-process, or to investigate, or to report on any matter affecting the
pecuniary interests of Government, or to mike, authenticate or keep any docu-
ment relating to the pecuniary interests of Government, or tfo prevent the
infraction of any law for the protection of the pecuniary interests of Govern-
ment and every officer in the service or pay of Government or remunerated by
foes or commission for the performance of any public duty;

Tenth.—Every officer whose duty it is, as sach officer, to take, receive, keep,
.or expend any property, to make any survey or asscssment, or to levy any rate
or tax for any secular common purpose of any village, town or district, or to
make, authenticate or keep any document for the ascertalning of the rights of
the people of any village, town or district.

Ezplanation 1.—Persons falling under any of the above descriptions are pub-

lic servants, whether appointed by the Government or not.
shall be

— Wherever the words ‘public servant’ occur, they s
who is in actual possession of the situation of a

Ezplanation 2.
1 defect there may be in his right to hold that

onderstood of every person
public servant, whatever lega

situation.”
10. Registered and Unregistered Firms. [Sections 2(14) and

(16), 14 (2) (b) and 26-A.]—(i) Rules 2 to 6_prescribe the method
«of registering a firm. A firm to be registered must be constituted
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under an instrument of partnership which defimtely specifies the
ndividual shares of the partners in the profits of the firm The
deed of partnership to be registered both for purposes of assessment
to mcome tax and super-tax 1s that i force in the year i which
the assessment 1s made An apphcation for registration may be
made at any time before the assessment of the income of the firm
18 made but 1t 15 desirable that the application should accompany
the return under section 22(2) of the Act If an application 1s
made after the assessment of the firm, 1t should be returned to
the person presenting it as out of time Even if such an appl-
cation 18 accepted 1t can have no effect on the assessment for that
year, vide decision 1n the Allahabad High Court Case No 9223 of
1923, m the matter of Lallamal Hardeo Dass Cotton Spinming
Mll Company of Hathras (1, Snmvasan Tax Cases, page 266)

The words ‘‘no part of the income of the firm has been assessed’”
1 rule 2(b) refer to cases in which the whole of the income of the
person in question had escaped the attention of the Income-tax
Department altogether until proceedings were started under section
34 They do not apply to a case 1 which proceedings have been
taken under section 23 1n respect of the income of any person and
owing to that person’s concealing part of hus income he has been
declared not Iiable to tax Here and wherever else m the Act or
Rules there 15 nothng repugnant 1n the context the words “‘assess™
and ‘‘assessment” evidently refer to the process of determining
the amount of profit or loss made by a person 1n the previous year
and not to the process of levying tax or declaring that no tax 13
payable which as section 23 shows 18 a process distinct from and
subsequent to assessment although the word ‘‘assessee’” 15 defined
In sub section 2 of section 2 as a person by whom tax 1s payable

The distiction between a registered and unregistered firm for the
purposes of this Act 18 —

(11) Income-tas 1s wssessed upon the profits of a registered firm
at the maximum rate whatever the amount of the profits of the
regstered firm may be (see Finance Act), and a member of such a
r ' e *  ‘Income-tax Officer that such maxi~
r applicable to his ‘‘total 1ncome,”
' minumum chargeable with income-
tax, may get a refund on Ins share of those profits calculated at
the difference between the two rates at the rate, at which income-
tax has been levied as the case may be [see section 48 (2)], such
share of the profits being 1ncluded m the ‘‘total ncome™ of such
member for the purpose of determining the rate applicable [see
section 16 (1)] In the case of an unregistered firm sncome-tax 18
levied on the income of the firm at a rate graded according to the
profits of the firm as if 1t were an indimdual (see Finance Act), =
member of such a firm 1s not entitled to any refund, but his share
of the profits of the firm 1s 1ncluded 1n his ‘‘total income for the
purpose of determining the rate at which he shall pay income tax
on any other mcome fsee section 16(1)].
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(itt) The profits of a registered firm ave hable to tax at the
maximum rate even if they are less than Rs. 2,000 while an un-
registered firm is not lable to income-tax if its profits in any one
vear ave less than Rs. 2,000. But where the profits of an unregis-
tered firm are not asssesed to income-tax, they are lable to tax
in the hands of the individual members of the firm, that is, they
are included in the assessable income of the individual member
[see Finance Act and section 14 (2) 7.

(7v) A registered firm 1s not liable to super-tax, the share of
individua] members in the profits of such a firm being included in
the income of each individual member for the purposes of super-
tax. An unregistered firm is, however, liable to super-tax (hke an
individual) on that amount of the profits of the firm which is in
excess of Rs. 30,000 (see Finance Act and section 55 of the In-
come-tax Act). Super-tax is not payable by an individual having
a share in an unregistered firm in respect of the profits of the un-
registered firm, except, in cases where the profits of an unregis-
tered firm have not been assessed to super-tax (see section 55,
proviso). A firm cannot legally enter into partnership with an-
otber firm, vide decision of the Allahabad High Court in J ayadayal
Madan Gopal versus Commissioner of Income-tax., United Provin-
ces. It does not, however, follow that becaunse a fgrm 1s not a
partuer in another firm what 1s described as its shave in the profits
of such firm is not its income. A firm in which another firm
purports to be a partner cannot be legally registered for ‘‘income-
tax purposes’. .

{») It has been held that under the Indian Oozgtracb Act, 18/%
(IX of 1872), a minor cannot become a partner in a firm. Bu
i fits of partnership in a firm, with
he may be admitted to the benefits of p: hip 2 fim. mib
the consent of all the partners for the time being. ‘ mt?ln?llike °
purports to be a partner in a firm should be treated exac 13: e 2
minor who has been admitted to the benefits of par tnelsn‘p‘tuer_
firm. A minor who has been admitted to the benefits mt? ?‘ tplnnli o
ship has a right to such share in the property and the tpﬁm irrt)xlners‘
firm as may be agreed upon—not between him and : e Pq(rfners:'
for he cannot be a party to a contract but be_tvreenf '*lihp‘ P
and his share in the property ot the.firm s hqgled giat ;hére‘are
the firm, but he is not personally liable. Frovi :th;a S boes of
at least two persons competent to contract fxmfl)]llc arports to be a
the firm, the fact that there 1s alse a mmnor Wdotpthe bonefits of
member of the firm, or who has been admitte Oe-tw Scer in
partnership in the firm, does not justify the %1003;“‘;{ s o as.
refusing to register the firm. In such cases ;‘1 tlf e fitmn, . Flis
certainable share in the property and the ploﬂ; other partners.
share cannot be ‘‘ignored’, or attributed 1? th: frm of the provi-
The application to his share in the profits o e e tection (1) of
sions of sub-section (2) (b) of section 14 an S orad o
.section 16 presents no difficulties whether the fin g
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not The fact that o minor cwnot have the status of a member
of a registered firm does not *the away his mght to  a refund
Section 48(2) specifically provides for such a refund, and a clamm
may be made on his behalt Similarly a claim 18 2dmssible on
behalf of the minor to & set off under sub section (2) of section 24
m respect of s share 1n loss sustaned by a firm

11 Defimtion of  total ncome [Section 2 (15) ]—The
phrase lotal mcome 1s used 1 sections 3, 15 (3), 16(1), 17,
92 (1) and 12), 23 (1) and (3), 486, o5 and 56 The necesmty for the
definition and for the use of the phrase 13 due to the fact that, as
stated in paragraph 3, tax 18 payable not only by individuals, but
also by firms, companies, Hindu undivided families and other as-
sociations of individuals, that 15, the Act provides for taxaton ot
the source m certain cases and for taxation in the hands of the
1ndivadual reciplent, mn others Whether, however, tax 1s deducted
at the source or i the hands of the individual recipient, 1t 18 the
total ycome of the individual reciprent from all sources to which
the Act apphes that determmnes his hability to income tax (that
15, whether his total 1ncome amounts to Rs 2,000), and the rate
at which he has to pay mcome tax on the whole of his income
The soltary exception 18 1n the case of Hindu undivided famihes,
mcome from which [under section 14 (1) read with section 16 (1)
of the Act] 13 not mcluded 1n the total income of the \ndimdual
reaplent Agam, there are certain classes or portions of income
such as the amounts deducted from salaries under the proviso to
section 7 (1), contribut16ns to & recognised provident fund exempt
Whder Section 58 F (1), the sums paid on account of insurance
premua under section 15, securities 1ssued ncome tax free by the
Government of India or by Liocal Governments under the provisos
to section 8, on which mcome tax 18 not payable, but all such
sums are mcluded 1n the total income_of the assessee for. the pur-
“posé &f “deteriining his hability to income tax, and the ap
propriste Tate at"which the tax shall be levied  There 18, however,
no taxation at the source 1n the case of super tax, except to the
himited extent provided for by sub sections (3A), (8B), (3C) and
(8D) of section 18, nor are thers any portions of income (other
than income derived from a Hindu undivided family by a member
or from an unregstered firm 1n the special case mentioned i the
proviso to section 55) which are exempted from payment of super
tax and 1t 13 upon the total income that super tax 1s chargeable
1 the hands of the individual

12 Graduation of tncome tax (Section 3 )—The Income tax
Act deals merely with the bams the methods and the machinery
of assessmeht, and does not contamn, as the previous Acts dd,
schedules speafying the rates at which income tax shall be
charged These rates are determined by the Finance Act which
1s passed annually by the Central Legslature The rates prescribed
by the curent Finance Act will be found at the end of Part T of

F



this Manual. Th
55 of the Act). ¢ same remarks apply to super-tax (see section

13. Definition of & ; :
Act of 1918 provided s sy o, 8).—() Section 8 of tho
Difficulties were experienced in reg %ould 2PPY o “income”.
ness profits owing to a High Gouriglifﬁ t‘otiﬁhe the oamen, of busi.
laz:l dtl;zlalt tsetcgion meant income actmall;r:1 gor lgsngléfuzgfrgly‘lgecgg e‘é
at the use of ¢ od i ' ; i

;‘elsli;ricﬁed and limited h:n;] (iﬁell‘grgtl;laatgo;enbie blz;1 ;ﬁi Zald sectizn
ollowing sections of the Act which specified the di orent elasa
of income liable to the tax. This i tp oo ogorens classes
followed, have caused consi(ierable inléotggrefiatloniwould, l'f shrictly
ness profits to those assessees who keep ?}:ﬁaei? C;acéguiizeislﬁg blﬁi
basis of sums actually received and sums actually paid m?t l?nt .
the principles of mercantile accountancy, by the Pre aratl . fon
profit and loss account and the compar,ison of tlrl)e Iifal& 1Onf_ Otha
stock 1n hand at the beginning and at the end of each 13331'0 ince
such assessees would have been required to recast theywhc;l:mg?
their accounts on a cash basis for income-tax returns. There wer
other directions also in which so strict an adherence to the inter'8
pretation placed on the word ‘“‘income’ would have caused difﬁ:
culties. For this reason the phraseology in section 8 and in other
sections of the present Act has been re-worded. The plan adopted
has been not to attempt a general covering definition of ‘‘income’
but to prescribe that the tax shall be chargeable not upon ‘‘in-
come’’ (whether ‘‘income’ be deemed to mean actual receipts
and expenditure or any other general definition) but in respect of
““all income, profits or gains’’ as set out and defined in section 4
and sections 8 to 12 of the Act. If there is any class of income
that does not fall within the words that impose the charge in
those sections, that class of income is not within the scope of fhe

tax.

. (#7) For the method of accounting to be adopted in computing
“‘income, profits or gains’’, see paragraph 60.

14, Accounting period to be adopted for determining assessable
income. (Section 8).—(i) Under the Act of 1918 tax at the rates
fixed for any year was levied on the income of that year. A pro-
visional 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 ascertained. This system has now been abolished

in the present Act which provides for the tax at the rabes sanc-
ed finally on the income, profits

tioned for any year being assess

and gains of the ‘‘previous year’’ (see paragraph 6) and for the
abolition of the adjustment sys‘~~. ~ ept in the cases specially
provided for in section 25. ’ ‘ons to the general rule
that assessments are made fir rofitr e previous
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year are contamed 1n this section Under the first two sub sec
tions of section 25 1n order to guard agamst a possible loss of
revenus owing to delay in maling assessments on the profits of
businesses that close down during the course of a financial or com
mercial year, 1t 1s provided that in such cases, 1n addition to the
assessment on the income of the previous year, a further assess
ment may be made in the year i which a business, profession or
vocation 1s closed down on the income of that year This 16 mere
ly a discretionary and not an obligatory method of assessment to
be adopted m exceptional cases where delay in making the assess-
ment mght lead to a loss of revenue

(1) The other class of cases provided for in sub section (8) of
section 25 1s confined to those particular businesses professions cr
vocations on which tax had been charged under the prowisions of
the Act of 1918 Since the abolition of the adjustment system
meant that 1 the case of those particular businesses the tax would,
had no specal 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, 1t 1 specially provided that in the year i which sueh
businesses professions or vocations close down, the adjustment
provided for m the Act of 1918 shall be made

(i) An exception to the general rule that assessments are
made on the imcome of the previous year will also be fonnd 1n
section 24A  Where 1t becomes known to an Income tax Officer
that a person may leave British India during the nnancial year or
shortly after its expiry and that he has no present intention of
returmng, Income tax Officer may proceed to assess him on his
total ncome for the period from the expiry of the last previous
year for which he has been assessed up to the probable date of
s departure from Bntish Tndia  Thie provision 1s mtended to
catch temporary residents such as touring theatrical compames
or persons about to chinge their residence on retirement {rom
the country, who would otherwise escape tax by leaving Bntsh
India before the close of the yewr The rate apphcable in respect
of such assessments 1s the rate m force at the time of such as
sessment

15 When mcome earned outside British India 15 taxable
[Section # (1) ]—(1) The Act applies to all imcome trom whatever
source 1t 18 derived if 1t accrues or arses or 1s reccrved m British
India or 1s, under the provisions of the Act deemed to accrue
or anse or to be recerved 1n British Indin  The tax 15 therefore,
payable on all mcome ansing or aceruing i British India whether
the recipient resides in Brifish Indiz or not [see Madras Fagh
Court Case, No 4 of 1921, Chief Commussioner of Income tax,
Madras, versus Bhanjee Ramjee & Company (I, Smmvasan Tax
Cases, page 147)] 'The tax 18 also payable in respect of mcome
recened 1n British India wrrespective of whether 1t acerued or arose
within or without Brnitish India  The tax 1s also payable in respect

¥2
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was, when brought into British Indiz, not income bar secumu-
Isted profits or savings or capital. The sub-section spplies 1o all

incomes, profifs and gains sccruing or arising guiside Bridish India

0 a person resident i British India and provides with respacs w0
such income, profits end gains that they shell bz deemed 1o bs

zecrue or arise in that year. The g
lates to income, profits and gains and not to the imporiefon  of
capital. It does not epply fo income, profits o- guins which ze-
crued or arose before the 1st day of April, 1833, on which dar, the
zub-section in ifs present form ceme into force. Incoms. proits
or geing which sccrued before the Ist day of April 1933 Wil be
lizble only if &hey are income, profiis end gairs of ¢ Gusiness gng
ithin 3 ves < ths

zre received in or brought inio British Tndia within 3 vears of
end of the vesr in which they scerued or zross. Imeohe TOm
agriculture arising or sccraing in zn Ingian State I

which any znnuel pevment in monev or in Lkind is ma
State is glso not lizble under this sub-secton.

~

(i) In the Madres High Court Czsz No. = of
Revenue, Meadras, rersus Ramenadhan Cheity (1.
Czses. paege 37), it has bzen held that profts derive
carried on outside British Indie by persons
Tndiz ere not lisble to assessment unger the Act 1
not remitted to British Indiz. The ssssssee in this ess
sided in British Indis was = proprietor of & money-lending brs
carried on by his zgents in varions pleces ouisige br
The only part taken by the propreter in It_le business was to Fr‘-.]c:
quzint himself with the stafe of busimess aprozd azc cecasionally
fo issue generzl instructions. and it was not disputed That ne
the income accraing zbrozd had ever been trapsmitied to M

India.
(ir) In the Bengal High Couri Case No. 36 of 182i.
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Nzgpur Railwsy Compsny, Litd.. rersus Secretary of S . ;ff:
Indiz (I. Srinivesan Tex Cases, pege i78), ﬂ;sbt;een e L:o;
¢ Vagpt ilwey is not lizble {o pzy X
t ozl Nagpur Railwey Company is not habig 10 pay b
e o trerent f State. This ruling

on the interest gusrentzed by the Secreiary o
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should be followed 1n the case of all Rulway compames where the
interest 1s guaranteed by the Secretary of State and 1s pmd
England only It does not apply to cases where the interest 1s
guaranteed by an authonity other than the Secretary of State or 18
paid m India

(v) For the special case of tax on interest on"sterhng securlties
see paragraph 16

16 Is interest on the sterling securities of the Government of
India or on the sterling securities 1ssued by English companies
carrying on business t British Indw Liable to Indian income tax?
—Where such interest 15 received by the debentures or security
holder mn Bnitish India, 1t 1s clearly liable to Indian income tax
under section 4 (1), where, however, 1t 1s not recetved m British
India, the tax will only be payable under the terms of the same
section 1f the interest can be heid to accrue or anse there  Accrue
or anise” as used in this connection are general words descriptive
of a nght to receive, and 1 this view the relevant portion of
section 4 (1) of the Act may be paraphrased by stating that the
ncome to which the Act apphes 18 Income received 1n British
India or income which there 18 a right to receive 1n  Bntish
India  If this test 15 applied, interest on the sterling secunties
of the Government of India, if not recaived 1n Brtish India, will
not be chargeable with Indian income tax, and sumlarly the m
terest on sterlng debentures 1ssued by compames will not be
chargeable 1f, as 1s usually the case, there 15 a right to recewve 1t
m England For the purpose of the test 1t 1s 1mmaterial 1n what
currency the security or loan and its interest 15 expressed, and
consequently the same principle 1s also applicable 1 determinmg
the lhability to Indian mcome tax of the interest on foreign (other
than sterling) debentures On the other hand, imterest on pro
nussory notes of the Government of India enfaced for payment 1n
England 1s hable to Indian income tax, since here the night to
recelve payment of nterests 1s a right to receive 1n India, and the
concession by which Government paper can be enfaced for pay
ment of mterest in London does not constitute any part of the
actual contract entered into by Government

17 Ezemplions—Incomes excluded from *‘total mcome” —In
addition to the exemptions mentioned 1n section 4 (3), the follow-
mg further exemptions have been made by the Central Govern
ment 1n exercise of the powers conferred by section 60 of the Act

‘The following classes of 1ncome shall be exempt from the tax
payable under the saxd Act and they shall not be taken into ac
<count m deterrmming the total income or salary of an assessee
for the purposes of the said Act except for the purposes of sub-
section (4) of section 48 —

(1) The official allowance which an agent of a Prince or State
1 India, who has been duly accredited to represent the Prince or
State for pohtical purposes m any place within the lhmts of

PR
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British India, recejy . ,
Prines or Staéel’eggl(; etsI as f;uc_:h agent in British India from the
General Consui ¥ le official salaries and fees which a Consul-
State \;'hether ' Jcet(‘?on,sul or Consular Agent of a foreign,
foreign subject ¢ carrler’ or not, and whether a British or g
form«?rn Sty {Je I; o‘(L)lba' represeptga,tlve or consular employee of a
such Foreign State in h. British subject, receives in India from
Vice-Consul or (()'o(ils]unla llsAcapamty of Consgl—GeneraI, Gonsul,
ployee. r Agent, representative or consular =m-

(The lafter portion of {his exemption applies only to salaries.
and fees reccfwed from their Governments and not to any other
mcome, profits or gains, accruing or arising to them or receiv

- v, . e
by them in British India.) ° !

(2) Sums paid in pursuance of Article 3 of the agreement, dated
the 17th Auvgust 1825 between the British Governgrl;aent and  the

King of Oudh.
_(3\ Income derived from the Bua tax defined in clause (¢) of
section 2 of the Teri Dues Regulation, 1902.

(4) 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.

(5) Scholarships granted to meet the cost of education.

(6) 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 payable by him under the orders,
or with the approval of Government for payment to a mess, wine:

or band fund.
(7) 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.
(8) The interest on Government securities beld by, or on behalf

of, Ruling Chiefs and Princes of India as their private property.
to Indian officers, Indian other

(9) ‘Jangi Inams’ awarded
f services in the Great War.

ranks and followers in respect o
(10) The yield of Post Office cash certificates.
(11) The interest on deposits in the Post Office Savings Bank.
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(12) The ncome of a Umversity or other educational institu-
tion existing solely for educational purposes and not for purposes
of profib

(18) The income of ‘ Thana Funds” admimstered by Political
Agents 1n Kathawar and of the Secunderabad Liocal (Abkan,
ete ,), Fund” admmistered by the Resident at Hyderabad

(13 A) The mcome of the Rewa Kantha Mewas Admimstra-
#1ons Tund and of the Sankheda Mewas Road Fund admimstered
by the Political Agent, Rewa hantha

(13 B) The following mcome of—

(0) the following funds controlled by the Resident for she
States of Western India, namely —

The Kathiawar Consohidated Liocal Fund, the Rajkot Civil
Station Land Improvement Fund, the Rajhot Civil
Station Fund, the kathiawar Mounted Police Fund,
the Consohidated Local Fund, Mahy Kantha, the
Consolidated Liocal Fund Banas hantha includ ng
the Palanpur Agency Educational, Sthori, Deodar,
Varahi, Saptalpur Dispensaries, and Survey Funds,
and the Sadra Bazar Fund,

{b) the willage Police Funds, Kankrej, Deodar, Swuigam,
Varchi, Bantalpur, controlled by the Poltical Agent,
Sabar Kantha Agency, and

{(¢) the Wadhwan Civil Station Fund controlled by the Poh
tical Agent, Eastern hathiawar Agency

{13 C) The wcome of the Nowgong Cantonment Fund

(13D ) The mmcome of Regimental Institutes derived from
zebates payable by Institute Contractors

{18 B ) The interest on secunities held by the Kathawar Bdu-
cation Provident Fund

(13 F ) The income of recogmsed Regimental Thrift and Sav-
1ngs Funds, the assets of which consist solely of deposits made by
anembers and the profits earned by the investment thereof

(13 G') The income of the Kolhapur Residency Area Fund

(14) The salary of His Majesty’s Trade Commissioners 1n
dia

(15) The salary of the Canatian Trade Comr n India
at Caleutta

(16) The salary of the Trade Commissioner 1n Indin of the
TUmted States of America, and of any members of his stafl who are
citizens of the U 8 A and have been detailed for duty with the
said Trade Commissioner by the Government of the sud States

s
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(16-A.) The salary of the Italian Trade Commissiorier in India.
and of any members of his staff who are citizens of Italy and
have been detailed for duty with the said Trade Commissioner
by the Italian Government.

(17) The salaries of the correspondent of the International
Labour Office, New Delhi, and his staff.

(18) The salaries of the Organiser and Manager of the Branch
Office of the League of Nations, Bombay, and his staft.

- (19) The salaries of Khasadars levies and Badraggas employed.
in the tribal territory on the North-West Frontier and of all per-
sons employed in the tribal levy service in Baluchistan.

(20) The allowance or salary paid in the United Kingdom to
officers of Government on leave or duty in that country whether
such allowance or salary 1s paid in sterling in the Unpited King-
dom or by means of negotiable rupee drafts on a bank in India.

(21) The leave allowance or salary drawn from any Colonial
Treasury by officers of Governments on leave or duty in the

Colouy.

22) Leave salaries or leave allowances paid in the United
Kingdom or in a Colony, to officers of local authorities, or to the
employés of Companies, or of private employers on leave in the-
United Kingdom or in such Colony.

(28) Vacation salaries paid in the United Kingdom or in a
Colony to Judges of High Courts or of Chief Courts, to Judicial
Commissioners, or to other officers of Government, when on vaca-

tion therein. ‘

(24) The pensions of officers of Government residing out of
India drawn from any Colonial Treasury or paid in the United
Kingdom whether such pensions are paid in sterling or by means
of negotiable rupee drafts on a bank in India.

(25) The salanies of the light-house keepers of light-houses in

the Red Sea.

(26) The pensions paid in the United Kingdom or in a Colony
to officers of local authorities or employes of companies or of
private employers, such officers or employes being resident out of

India.

(27) The interest on Mysore Durbar Securities.

(28) Pensions granted to officers of His Majesty’s Naval, Mili-
tary or Air Forces, British or Indian, or of the Auxiliary Force,
India, or of the Indian Territorial Force, or of the Royal Indiaw

Marine in respect of wounds or injuries received in action or in
the performance of their duties as members of such forces other-

wise than in action.
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(28-A) Extraordinary pensions granted to Civil Officers (ex-
<luding farmly pensions granted as the result of the death of such
an officer) under Chapter AXXVIIL of the Civil Service Regula-
tions, or the Army Regulations, India, as the case may be 1n res-
pect of wounds or imjuries received in the performance of thewr
duties

(29) Pensions granted to members of His Majesty s Naval,
Mihtary or Air Forces, Brtish or Indian, or of the Auxihary
force, India, or of the Indian Terrtorial Force, or of the Royal
1ndian Marine, who have been invalided from service with such
forces on account of bedily disability attmbutable to, or aggra
vated by, such service

(30) Value of rations 1ssued m kind or money allowances paid
m leu thereof, to any officer or other rank m His Majesty s
Naval, Mihitary or Awr Forces, British o1 Indiam, or o the Aum
Tary Force, India, or mn the Indan Territorial Force, o1 m the
Royal Indian Marine

(31) Value of rent-free quarters occupied by or money allowance
paid 1n heu thereof to, Indian officers, British Warrant and non-
commissioned 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, m all cases wrespective of whether the
andividual concerned 1s married or single

(32) Conservancy allowance granted in heun of {ree conservancy
to non departmental Warrant and non commnussioned officers of
the Indian Unattached Iast, departmental non cornmissioned
officers of the India Unattached Last not 1n receipt of consohdated
rates of pay and Warrant and non commissioned officers of the
permanent staff of the Auiliary and Terntorial Forces

(33) The value of the free education provided for the chldren
of Bnitish Warrant and non commissioned officers and any grants
1 aid made to Britich Warrant and non-commissioned officers 1n
lien of the provision of free education for thewr children

(34) The income of persons, other than percons 1n the service
of the Government, residing 10 the district of Angul

(85) Deferred pav within the meamng of pargraph 254 Pay
and Allowance Regulations for the Armv in India, Part 1T paid to
soldiers or non Commussioned officers of the Indian Army

35 A Shore allowance granted to Warrant Officers of the
Royal Indinn Navy when employed on Marine Survey duties under
prragraph 89 () of the Regulations for the Royal Indian Navy,
Volume I

(36) The 1ncome of mdigenous hillmen, other than persons i
the service of Government resding 1n the following areas of
Assam —

The Nags Hills Distnict
The Lushu Hills District
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The Sadiya Frontier Tract. |
The Balipara Frontier Tract.
The Lakhimpur Frontier Tract.
The Garo Hills.
The Jowai sub-division of the Khasi inti
S She i 1
ovai sub, asi and Jaintia Hills Dis-
;I‘he North Cachar Hills in the district of Cachar.
(37) The perquisite represented by i
‘ _ y the right of anv of th
oi]ﬁcus specified in the anuexed list fo occupyb free of rent as Z
place of residence any premises provided by the Central Govern-

ment, the Crown Repr i inci
esentative or the Provincial Gov
the case may be. eromment as

List of officers.

The Governor General.

The Commander-in-Chief.

The Governor of a Governor’s Province.

The Chief Commissioner of any of the following Provinces,

namely :—

British Baluchistan,

Delhi,

Ajmer-Merwara,

Coorg,

The Andaman and Nicobar Islands,

and
any first class Resident of the Indian DPolitical Deparfment
Service.

(38) Such part of income in respect of which the said tax is
payable under the head ‘‘property” as is equal to the amount of
rent payable for a year but not paid by a tenant of the assessee
and so proved to be lost and irrecoverable, where—

(a) the tenancy is bona fide ;
(b) the defaulting tenant has vacated, or steps have been
taken to compel him to vacate the property;
- (¢) the defaulting tenant is not in occupation of any other
property of the assessee;

(d) the assessee has taken all reasonable steps to institute
legal proceedings for the recovery of the unpaid rent
or satisfies the Income-tax Officer that legal proceed-

ings would be useless; and
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(e) the annual value of the property to which the unpmd
rent relates has been 1ncluded in the assessed icome
of the year during which that rent was due and mn
come tax has been duly paid on such zssessed 1ncome

(39) The lump grants made by Government to the Indian
Church—

(1) for the provision of episcopal supervision and minstra-
tions,

:

(2) for the payment of allowances to clergvmen entertained
1n heu of Chaplaincies reduced and

(3) 1n heu of the grants m a1d at present given for the enter
tainment of elergymen of the Additional Clergy
bocletv under Articles 602 and 603 of the Cavil Ser
vice Regulations

(40) When 1n any vear an assessee has ceased to be an em
ployee participating 1n a recogmised Provident Fund and has been
declared by the employer maintaining the Fund not to be ehgible
to receive the whole of the accumulated balance due to him, so
much of his income as 13 assessable for that year shall be exempted
from 1ncome tax and shall be excluded from the computation of his
total 1ncome for the purposes of the said Act as 1s equivalent to so
much of the accumulated balance due to him as has not been paid
-or 15 not payable to him, and i1f such amount exceeds the amount
of s 1ncome 1n that year, so much of s income m the tollowing
year or years as 1s equal to the amount of such excess shall be <o
exempted and excluded 1n such vear or years

(41) Income of a Service Fund denved from interest on Gov
ernment securities or terest on funds deposited with the Central
or any Provineial Government

For the purpose of this exemption, a Service Fund means a
fund estblished under the authonty of, or with the permission of,
the Central or any Provincial Government for the purpose of
securing  deferred annumities to the subscribers, or payments to
them 1 the event of thewr resignation or dismissal from the
service 1n which they are employed, or provision for their wives or
<hildren after therr death, or payments to their estate or their
nommnees upon therr death to which servants of the Crown are
alone admissible as subscribers or members and the funds of
which are either deposited with the Central or any Provineral
Government or invested in Government Securities

18 Ezemphions—Incomes wmcluded sn ‘'total sncome’ —The
following classes of 1ncome shall be exempt from the tax payable
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under the said Act, but shall b taken into account in determiﬁinp;_
the total income of an assessee for the purposes of the said Act :—

(1) The interest on Government securities purchased through.
the Post Office, and held in” the custody of the Ac-
countant-General, Posts and Telegraphs, provided
that the exemption shall apply only to interest on.
securities so held on account of any one assessee up
to a face value of Rs. 22,500.

(2) Sums received by an assessee on account of salary,.
bonus, commission, or other remuneration for ser—
vices rendered, or in lieu of interest on money
advanced, to a person for the purposes of his busi-
ness,

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 determination,.
have not been allowed as a deduction but have been
included in the profits of the business on which in-
come-tax has been assessed and charged under 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.

(8) The profits of any Co-operative Society other than the:
Sanikatta Salt-owners’ Society in the Bombay Presi-
dency for the time being registered under the Co-
operative Societies Act, 1912 (II of 1912), the
Bombay' Co-operative Societies Act, 1925, (Bombay
Act VII of 1925), the Burma Co-operative Societies.
Act, 1927 (Burma Act VI of 1927) or the Madras
Co-operative Societies Act, 1932 (Madras Act' VI of
19392), or the dividends or other payments received by
the members of any such Society out of such profits.

Ezplanation.—For this purpose the profits of a Co-oPerative
Society shall not be deemed to include any income,
profits or gains from—

(1) investments in (g) securities of the nature referred
to in section 8 of the Indian lncome-tax Act, or (b}
property of the nature referred to in section 9 of that
Act;

¢(9) dividends, or .

(3) the ‘other sources’ referred to in section 12 of the Indiam
Tncome-tax Act.” .
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The exemption which extends both to income tax and super
tax apphes only to profits’” i the stnet sense of the word as
used 1n the Act and does not include ‘income’ derved by Co-
operative Societies from 1nterest on securities or dividends The
Societies whose 1ncome liable to income fax 1s not tazable at the
maximum rate or who have no 1ncome hable to tax should apply to
the Income tax Officer concerned for the 1ssue of exemption cerfr
ficates authorising persons paying interest on securities not to
deduct any tax at source or to deduct tax at a lower rate than the
maimum, as the case may be

Where a Co operative Society incurs a loss under any head of
mcome that has been exempted from tax by nohfication under
section 60 (1) of the Act, such loss may be set off under section
24 agamnst any income that 1s not so exempted

(4) Such part of the profits or gans of a firm which has
dhscontinued 1ts business, profession or vocation as 1s
proportionate to the share of an assessee 1 the firm
at the time of such discontinuance, 1f income-tax has
at any time been charged on such busmmess, profes-
sion or vocation under the Indian Income fax Act,
1918 (VII of 1918), or if an assessment has been
made on the firm 1n respect of such profits or gamns
under sub section (I) of section 25 of the Indian
Income tax Act, 1922 (XTI of 1922)

The above exemption apphes only to income tax and not to
super tax t

Apart from the particular caczes mentioned in this paragraph,
the incomes or portions of incomes exempted under section 4 of
the Act and under the orders of the Governor General in Council
under section 60 of the Act referred to in paragraph 17 are not
only not subject to mcome tax or super tax but they are also not
to be taken into account in determining the rate of tax on other
meome, they are exciuded from consideration altogether

(5) So much of the income of any Investment Trust Com
pany as 1s denved from dividends paid by any other
Companv which has paid or will pav super tax n
respect of the profits out of which such dividends are
pard

Ezplanation —For ths purpose an vestment trust com
panv means a company lu respect of which the
Governor General 1n Council 18 satisfied that —

(%) 1t 15 a company having for its principal business the
acqusition and holding of investments in the
stocks, shares bonds debentures or debenturc

stocks of other companies or in securities 1ssued by
pubhe authorities
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(#) it is not & company formed for the purpose of, or
engaged in, acquiring or exercising control over ,any
other company or group of companies or enabling
any other persons to acquire or exercise such
control,

(1i1) it is a company deemed under clause () of the Ex-
planation to sub-section (2) of section 28-A, of the
said Act, to be a company in which the public are
subsiantially interested.

\ o . .
. The above exemption applies only to super-tax and not to
Income-tax.

19. Where, owing to the fact that the total income of an
assessee has reached or exceeded a certain limit, he is liable to pay
super-tax or to pay super-tax at a higher rate, the amount payable
by him on account of income-tax and super-tax shall, where neces-
sary, be reduced so as not to exceed the aggregate of the following
amounts, namely :(—

(a) 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.

20. Allowances 1n assessing profits of railicay or tramway busi-
ness.—The following modification has been made in respect of
income-tax in favour of income derived from railway or tramway
business (other than an electric tramway) :—

An assessee deriving income from a raillway or tramway
business 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 (vi) and clause (vii) of
sub-section (2) of section 10 of the said Act, namely,
the actual expenditure incurred by the assessee during
the previous year on repairs, replacements and re-
newals of plant, machinery, buildings and furniture
which are the property of the assessee.

Provided that an assessee who in any year has exez:cised the
option hereinbefore conferred shall not be entitled save
with the consent of the Commissioner of Income-tax
to withdraw that option in any subsequent year.

Provided further that nothing in this notification shall apply
to an electric tramway.

1. Exemption of income derived from property hehg u_nder a
'relifious or C;Za'ritable t*rust.——.(i) Under section 4 (3) (z)_ income
derived from property which is held under a purely religious or
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charitable trust or under any other legal obligation that 1t should
be utilised for rehgious or chartable purposes 1s exempt The
word property 1n ths section does not bear the restricted mean
ing that 1t bears in section 9 of the Act but ncludes secunties a
business o1 share in 2 business

(1) Section 4 (3) (1) exempts two categories of income  Furst,
mcome from property which 1s dedicated absolutely und secondly
1n case of quahfied dedication <o much of the income as 15 applied
or finally set apart for appheation to rehgions or charitable pur
poses

(ui) In the cise of absolute dedication t¢ where there 1s no
outstanding secular interest, reserved by the trust the exemption 15
complete In the case of qualfied dedication the trust reserves
a secular interest to beneficiaries Shebaits or hewrs of the founder
etc  This secular 1nterest 1s assessable to wcome tax  Suppose
60 per cent 1s under the trust applicable to relimous or chantable
purposes and 40 per cent distributable among the hems of the
settler The 40 per cent 1s assessable Suppose also that only
50 per cent 1s actually apphed or set apart for religious or chant
able purposes and the heirs or the Shebaits misapproprate 10 per
cent  The 10 per cent 1s under the section also assessable

(19} The muntenance of & Shebait may or may not come within
the category of religious or chantable purpose It depends on the
arcumstances of the case  If for instance a dedication 1s absolute
and  small portion of the income 18 given to the Shebait for his
remuneration for carrving out the trusts of the endowment 1&
would not be secular If on the other hand a fixed sum 1s givenr
to rehglous or chartable purposes and the residue of the income
13 given to the Shebait for his maintenance the residue would be
held to be secular The test 1s whether a smt for partition hes
for diiston of the residue Tf 1t does then the residue 1s secular
and assessible  In such case any portion of the dedicated 1 e
ordinarily exempted mncome which may be msappropriated would
also be assessable

(p) Section 4 (3) (1) sumilarly exempts the income of religious
or chantable mstitutions which 15 derived from voluntary contn
hutions and 1s apphcable solely to rehigions or chantable purposes

(vi) To secure exemption under clause (1} or clause (1) of sec-
tion 4 (38) the income of religious or chantable institubions and
income denved from properts held for religious or chontable pur
poses need not be actuallv spent on rehgious or chantable purposes
wn the year of receipt It 1 sufficient 1f 1t 15 set asde for those
purposes  In the case of mized trusts the meome tax authorties
are reqmred to enqure nto the application of the 1ncome  Where
‘property 1s held 1n part onlv for religious or chantable purposes a

o
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r;roportxonate sharc of any expenses incurred on management
should be considered as applied to those purposes.

vii) To r regarding t icati
| (' ) ’lo remove doubts regarding the application of these two
clauses, read with the definition of *‘charitable purposes,”’ to
umversities and other educational institutions the special exemp-

tion under section 60 of the Act mentioned in paragraph 17 (12)
was made. ‘

Attention is also invited to the exemption mentioned in para-
graph 17 (5) of scholarships granted to meet the cost of education
in the hands of the recipients of the scholarships.

22: Lizemption of incomes of Local Authoritics. [Section 4
(3) (fi1).]—A ““Liocal Authority’’ is defined in section 3 (28) of
the General Clauses Act as a ‘“municipal committee, District
Board, etc., legally entitled to, or entrusted by the Government
with the control or management of a municipal or local fund”.
The words “‘legally entitled to or entrusted by the Government
with’’ should be construed to mean ‘‘entitled by the law of British
India to or entrusted by a Governmental authority in British India
with"’. Tt follows therefore that there can be no ‘‘local authority”
outside British India within the meaning of clause (iif) of sub-
section (8) of section 4 of the Income-tax Act. This view does
not of course apply to local authorities in British administered
areas in Indian States to which the Income-tax Act and the

.General Clauses Act have been applied.

23. Exemptions of Provident Funds. [Sections 4 (3) (iv) and
4 (8) (v).]—(?) Under section 4 (3) (iv), the interest on securities
held by Provident Funds to which the Provident Funds Act, 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
“‘accumulated balance’’ include not only contributions but also
interest thereon. Under section 15 (1), contributions paid by &
subscriber to such funds are also exempt from income-tax to the
extent mentioned in section 15 (8). Contributions by employers
to such funds stand on a totally different footing and are dealt with
in paragraph 64. Tor special privileges for “recognised’’ provi-
dent funds see paragraph 24 et seq...............

(i) The exemptions granted to Provident Insurance Societies
which complvy with the provisions of the Frovident Insurance
Societies Act, 1912, or which have been exempted from its provi-
sions, were withdrawn by the Income-tax (Amendment) Act, 1924
(XTI of 1924). Provident Insurance Societies to which the Provi-

dent Insurance Societies Act applies. or which have been exempted
from its provisions and which were in existence before 1st April
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1924 will continue to enjoy the exemptions under sections 4 (3) (w)
and (v) and section 15 (I) to which they were entitled under Act
X1 of 1922 before 1t was amended by Act XI of 1924 These con-
cessions cannot be claimed by any other Prowident Insurance
Societies

24. Exemption of ‘‘recognised’ Promdent Funds —(:) Besides
the Provident Funds mentioned in paragraph 23, Provident Funds
maintained by employers [section 58 A (b)] which conform to the
conditions Jaid down 1n section 58-C of the Act imserted by the
Indizn Income-tax (Provident Funds Relief) Act, 1929, enjoy
certain privileges 1n respect of income-tax subject to certain condi
tiong  The main conditions to which such Provident Funds must
conform 1n order to secure these concesmons are —

(1) that the funds shall be vested 1n two or more trustees or
1 the Official Trustee under an wrevocable trust,

(2) that the employer shall not be entitled to recover any
sum whatsoever from the Fund except where the
employee 18 dismissed for misconduct or voluntarly
leaves employment without adequate reasoms;

(3) that 1n any case such recoveries shall be limted to the
contributions made by the employer himself,

(4) that the subscniptions of the employees and the contri-
butions by the employer shall be regular and not
cagual,

(5) that the employers’ contribution should not exceed the
employees’ subscription as a rule, and

(6) that the employee shall be employed mm India or the
principal place of business of the employer shall he
m Bntish Inda

The income-tax concessions are —

(a) contributions to a recogmsed Provident Fund both by
the employee and the employer taken together shall
he exempt from income tax but not from super tax
up to 1/6th of the employee’s annual salary In
addition, an employee can obtain under section 15
(1) rebate of 1ncome-tax on insurance premia subject
o the hmt lud down in section 15 (3) If n any
Fund the contnibutions made by an employee and
the employer exceed the 1/6th himt, the excess con-
tnbutions and the interest thereon together swith in-
terest 1n excess of the prescnbed maximum (at pre-
rent 6 per cent ) will be hable to tax;

(b) income on the investments held by the Fund 1s also
exempt from income tax;
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(c) the accumulated balance due to an employee which
zlnclud.es interest on contributions—is also exempb
from income-tax and super-tax and is not to be in-
cluded in computation of the total income, provided
tl?e employee has rendered continuous service with
his employer for not less than five years. The Com-
missioner has also power in certain circumstances to
allow the exemption even when the service rendered
1s less than this period.

(i) The contributions made by an employer to the individual
accounts of his employee in a recognised Fund, less recoveries if
any under the provisions of section 58-C (1) (f), are to be allowed
as an item of expenditure under section 10 (2) (iz) of the Act, as

the Fund is an irrevocable trust.

25. Recognition of Provident Funds and withdrawal of recog-
nition. (Section 58-B.).—(1) The Commissioner of Income-tax
may accord recognition to any Frovident Fund which, in his
opinion satlisfies 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.

(i) There 1s 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
a¢ are applicable to an appeal against an order of the Commissioner
refusing recognition. The Government of India have reserved the
power to withhold or withdraw recognition from any provident

funds [section 58-B (2)].

926. Conditions to be satisfied by recognised Provident Funds.

(Sections 58-C and 58-D).—(@i) Investment of funds.—(a) A re-

cognised provident fund consists of contributions by employers and

employees, accumulations, interest thereon and securifies pur-

chased 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

e 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 ‘‘security’” within the meaning of
section 58-C (1) (d). So far as the transferred balance of a fund
s« concerned, there is no restriction as to the manner in which it
should be held or invested. It may be utilised in the employer’s
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own business or deposited 1n a Bank or mvested in  securities

1 the widest sense of the term The same 1s true of the
emplayer s contnibutions subsequent lo recogmtion and the interest
thereon and on the accumulations of such interest The em
ployees contributions subsequent to recogmiion and the interest
thereon and on accumulations of such interest must be 1mvested
u the securities of the nature prescribed 1 section 20 (a) (b} ()
{d) or (e} of the Indian Trusts Act 1882 and payable m respect of
both capital and interest in British India

(b) A reasonable interval should be allowed to the trustees to
accumulate the contmbutions collected before reqummg thewr 1
vestment as above

(¢) A fund 18 not rendered neligible for recogmtion by the fact
that 1t can be closed or wound up at will by the employer or the
Trustees provided that 1t 1s not revocable otherwise than 1 aceord
ance with section 58 C (1) ()

(d) The fact that a fund recenves donations for example from
retiring partners should mot be held to render it inehgible for
recogmition

(1)) Appr £ and depreciation n securities belonging lo
recogrused promdent funds —(a) In certain Provident Funds 1t 1s
the practice to revalue the secunities held at the end of each finan
cial year and to take the appreciation and depreciation thus
ascertained into consideration before allocating to the members
their share of the annmal profit  Thin practice does not render
the fund inehgble for recogmtion  Plus and munus entries re
lating to such appreciation or depreciation should be made 1n the
remarks column of the Form of account prescribed in rule 6 of
the Indian Income tax (Prowmident Fund Rehef) (Central Board
of Revenue) Rules (Fart IT of the Manual) Such appreciation
or depreciation need not be taken mto account 1n determiming the
rate of interest under section 58 F (2)

(b) The appreciation of secunties 1tself cannot directly come
into the computation of the employee 8 total income or be hable to
tax at any hme  Though 1t 15 a form of accumulation of contri
butions 1t 18 also not income but an increase of capital

() Forfertures to recogmsed provident funds [Secfion 58 C
(1) (d) J—(a) The only amounts that an emplover 1s allowed by
the Act to recover from a recogmsed Provident Fund are his own
contributions to the account of a dismssed employee or an em
plovee voluntanly lesving lns emplovment as stated 1n section 58 C
(1) (f) and of 1nterest on such contributions If the rules of any
fund prowide for forfeitures to the emplover of any other momes—
for example of a disrmssed employee & own contributions and the

»
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interest thereon, this provision is repugnant to section 58-C (1) (fy
and renders the fund ineligible for recognition.

(b) A provision for the forfeiture to the fund in certain circum-
stances (c.g., assigmuent of employee’s jnterest, an employee
leaving service to take employment under a rival) of so much of
the amount standing to the credit of an individval employee as is
In no circumstances recoverable by the employer, under clause (H
of sub-section (1) of section 58-C of the Act, does not render the
fund ineligible for recognition under that sub-section.

(¢) Such amounts represent accumulations of sums credited out
of the employee's salary with interest thereon, and it is clear that
these amounts are within the language used in clause (d) of sub-
section (1) of section 58-C, read with the definition of ‘‘contribu-
tion’’ in clause (d) of section 58-A. The effect of clause (g) of
sub-section (1) of section 58-C is not to require that so much of
the balance at the credit of an individual employee as is not re-
coverable 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
“‘accumulated balance due’’ in clause (g) of section 58-A expressly
recognises the possibility that by the regulations of a fund any
part of the balance to the credit of an employee may be excluded
from the amount claimable by him and therefore from the accumu-
lated balance due for the purposes of clause (g) of sub-section (1)

of section 58-C.

(d) While therefore recoveries by the employer are governed by
clause (f) of sub-section (L) of section 58-C, torteitures to the fund
are left by the Act to be governed by the regulations of the iu_nd,
so that no provision in the regulations of the funds for the for-
feiture to the fund of any part of the balance to t;h.e credit o‘t'the
individual employee will render the fund ineligible for recognition.

(c) 'I'be inclusion in the rules of a provident ft_md of a provi-
sion for the payment of forfeited amounts of an ‘md1v1_dual member
1 his wife and family does not render the fund ‘1‘nehg1ble for
recognition. The definition of the expression accpmul_&ted
balance due’’ to an employee which is seb o.ut in zsecmon 58-A
malkes it plain that the amount which is payabic w tue ewmployee,
1s not necessarily the equivalent of the total of his contributions,
the employer’'s contributions and the interest which has accumu-
lated thereon; and the provisions of clause (g) of section ’5’8-0, read
with this definition of the ‘‘accumulated balance due’ are not
inconsistent with the payment to a third party of forfeited

h the circumstances in which the employer can
O, e the clause (b) of section

himself take these amounts are limited by
58-C.
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(f) The mnclusion 1n the regulations of a provident fund of a-
provision for the forfeiture to the fund of the accumulated balance
due to an employee who dies without heirs also does not make
the fund inehgible for recogmtion Such forferture to the fund
does not put anything into the fund, because what 18 forfeited to
the fund 1s already in the fund  As the act of forferture does not
put any sum at all mto the fund. 1t cannot be held to put into the
fund any sum other than the contnbutions, etc , specified 1n section
58-C (1) (d) The question of the validity of a regulation forferting
to the fund the accumulated balance due to an employee who dies
intestate and without heirs does not amse, as the existence of
such & regulation, whatever 1t may be worth, does not affect the
composition of the fund for purposes of clause (d) of sub-section
(1) of the same section

(1) Payment of accumulated balances of recogmsed provident
funds to employees discontinung participation  [Section 58-C
(1) {g) and (h) }]—{a) If an employee who 18 a subscriber to & recog-
msed provident fund, the membership of which 1s optional, decrdes
to discontinue his membership of the fund while not resigning s
employment, he 18 entitled to claim repayment of the accumulated
balance at hus credit, under section 58 C (1) (g), of the Act Under
sechion 58-A (¢} of the Act, an “‘employee’ means an employee
participating in a provident fund  Thus a person who discontinues
s participation m a fund ‘‘ceases to be an employee” within the-
meamng of section 58-C (1) (¢) and 1s, therefore, entitled to clam
payment of the accumulated balance due to him

(b) A private prowadent fund, participation 1n which 1s optronal,
1 not qualified for recogmtion unless the rales confer on the parti
cipants the nght to receive payment of the accumulated balance
whenever participation 1s discontinued

27. Recogmsed Promdent Funds of business with prncipal
place out of Indie  [Section 58 C (1} (a)] —If a concern has 1ts
principal place outside Bntish India, the Provident Fund of the
emplovees of its Bnitish Indian business, 1f 1t 1s 10 be “‘recognised”,
should be hept separate and must conform to the conditions im-
posed by the Act and the Rules thereunder The expression ‘‘all
emplovees’” occurring 1n sechion 58 C (1) (@) refers to “‘all em-
ployees subsertbing to the Fund’’ and not to ail employees of the
particular employer. If a concern has 1ts prineipal  place of
busmess 1n  British India, there is no objection to the foreign
staff—that 1s the staff outwide Bntish India—subseribing to the
Provnident Fund They will not get any rebate of tax on the
monthly contributions since their salaries having been earned out
ade British India will not be taxed but they will get the advantage
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of the exemption from income-tax of the interest on the invest-
ments of the fund. :

28. Interest on accumulated balances in recognised provident
funds.  (Section 58-F.).—(i) Interest on accumulations in recog-
nised provident funds is exempt from income-tax but not from
super-tax up to a rate to be fixed by Government which is 6 per
cent. at present. In some funds a provisional rate of interest is
allowed to the employees in the first instance and the difierence
between the interest actually earned by the fund and the provi-
sional rate so allowed is distributed between the employees on a
basis which has some regard to the length of service of the em-
ployees. In such cases, the interest credited to the individual
accounts should be exempted in so far as the average interest
earned by the fund as a whole does not exceed the prescribed rate

of interest.

: (i) Interest on sums credited to an employee’'s account n a
recognised Provident Fund, which sums represent his share of the
appreciation in the value of the securities held by the Fund, is to
be regarded as interest within the meaning of sectlons 58-A (f) and

58-C (1) ().

29. Interpretation of ‘‘salary’’ in relation to recognised provi-
dent funds. [Section 68-F (1)].—That the expression “‘salary’”.
as used in Chapter IX- A of the Act does not embrace everything
taxable under the head ‘‘salaries’ in accordance with sub-section
(1) of section 7, is obvious from clause (b) of sub-section (I) of
gection 58-C read with clause (b) of section 58-D. For the purposes
of Chapter IX-A, “‘salary’’ includes so much only of an employee’s
remuneration as is of a specific monetary amount and is payable
periodically. Tt includes ‘‘salary”’ (in the more general sense in
which that expression embraces ‘‘wages’’) which 1s.rece1ved by
any category of employees other than those excluded in clause (¢)

of section 58-A.

30. Accounts of recognised provident funds. (Sections 58-I
and 58-J).—(i) The accounts of recognised provident funds are to
be maintained in the form prescribed in the Indian Income-tax
(Provident Funds Relief) (Central Board of Revenue) Rules. If a
concern has several branches, the annual abstracts of the provident
funds accounts should be sent by the employer to all Income-tax
Officers who are responsible for assessing the employees.

(i) The accounts to be made under the provisior}s of section
58-J must show in respect of every employee ﬁhe particulars given
in rule 8 of the Indian Income-tax (Provident "Fund Relief)

(Central Board of Revenue) Rules.
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31, Treatment of a fund transferred by employer to trustees
{Section 58 K) —(2) Any sum transferred by an employer before
comng mto force of the Indian Income tax (Provident Funds
Rehef) Act, 1929, to the Provident Fund of s employees which
has been converted 1nto an 1rrevocable trust i1s a permissible deduc~
tion 1n assessing the profits of the employer  Sub section (1) of
section 58 K operates with reference to any aseessment made after
the compg into force of the Provident Funds Rehef Act XII of
1929 whenever the conditrons necessary to is operatron are satisfied
The conditions necessary to its operation are that it can be pre-
dicated of the employer —

(o) that he mantains & Prondent Fund for the benefit of
Ins employees,

(b) that he has not transferred the Fund or relevant portion
thereof,

(c) that he transfers the Fund or relevant portion

The use of the perfect tense in the definition of condition (b) and
of the present tense in the defimtion of condition (¢) shows that
these conditions cannot be satisfied by any employer who, having
already transferred the Fund of relevant portion before the Provi~
dent Tunds Rehef Act came 1nto foree was not when the Act came
wto force mn the position of not having transferred 1t and was
therefore not mn a posttion to transfer it

(1) It must not be overloohed that while an employer who has
effected a transfer before the coming mto force of the Provident
Fund Rehef Act will not suffer the loss resulting from the opera-
tion of snb section (I) of section 58 K he will as a corollary not
enjoy the benefit resulting from the operation of sub section (2) of
that section

(1) Dmployers subscriptions to an unrecognised provident
fund may be treated s business expenses if the conditions lad
down 1n paragraph 64 are satisfied Lump transfers of accumu
lated subscriptions with or without interest thereon, made after
the Prowndent T'nunds Rehef Act, 1929, came inte i~—e. are
governed by section 58 K which 1 speaficrlly mad> s=—Zxdle to
unrecogmsed as well as to recognised funds

82 Meaming of the word ‘‘secunties’’ as urrd St yr=tim £ (™
(1) —The defimtion of the phrase ‘‘interet oo =ecrhe” =
section 8 of the Act should not be appled i~ Smomrize o 1o
pretation to be mven to these words in s £ 7 = orm £
words as used 1n section 8 are i a smem T =R omoa T
do not cover, for exaraple intereet en 5 —5 gz o gaer
as o mortgage  Nor should the roensine o7




RN,

o

P, 32-33,] 184

An section 4 (3) (iv) be restricted i

; Lion o the ordinary limited

:;ewéﬁf.lélltdnzusp always have reference to g loag. lf'rovidlggtijL IE?:;lge

e intta niio 0 1fnvest In any trustee security, and it has not beej

olasses of illllvgst n?:;s:ngﬁﬁ to dis;:lriminate between the various
iy o 1 are thus lepall ]

word Ly ostimer . . gally authorised 'Th

preted :scgéifé;‘sng :111]11 8:60’31(3%_4 (8) (iv) should therefore be intef—

Tndian Trost A curities mentioned in section 20 of the

33. Perquisites or benefits not capable of conversion into
r)zozze?{.—(z) The‘p.govision in section 8 (2) (iz) of the Act of 1918
that “‘any perquisite or benefit which is neither money nor rea-
sonably capable of being converted into money’’ was not liable
to tax, has bgeq omitted in the Act, as the existence of that pro-
vision made it impossible to assess to income-tax, for example
rent-free residences in cases where the assessee had ’not the power’
to sub-let, while rent-free residences were liable to the tax where
the assessee had the power to sub-let. An explanation has been
added to section 7 (I) of the Act specifically providing for the taxa-
tion of perquisites in the form of rent-free residences.

(1) Under section 7 (1) of the Act, all perquisites received by an
employé in lieu of or in addition to salary or wages are liable to
the tax. House-rent allowances and the value of rent-free quar-
ters form additions to the remuneration of an employé; and even
where residence in a particular town or building is necessary for
-the proper performance of the employé’s duties, such allowances or
perquisites cover expenses of a personal character which the em-
ployé would otherwise have to incur. They do not therefore “‘mee.
expenses 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 in section 4 (8) (vi) of the Act and are

-taxable under section 7 or section 12.

(ii{) Two conditions have to be fulfilled before the exemption
specified in section 4 (3) (fv) can apply. The expenses incurred
by the employé must be wholly and necessarily incurred in the
performance of his duties as an employé; and the allowances or
perquisites must have been granted by the employer with the set
purpose of meeting the extra expense thus caused to the employé,
and that extra expenses only. It is thus a question of fact in each
.case whether house-rent allowance or the value of the rent-free
s exempt from the tax, but the following examples will

quarters i fo
dicate the lines on which the decision should be made :—

:serve to in
(a) A currency officer is granted rent-free quarters in his
currency office. Even though his residence in that
office is necessary for the proper performance of his
Jduties, he will be liable to the tax on the value of his

*
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rent free quarters smince he would 1n any case have
had to provide lumself with a residence, and the per—
qusite does not therefore meet expenses wholly
mcurred 1n the performance of the duties of an office
or employment of profit

(b)) A firm mn Calcutta makes a practice of providing its
employes with rent free quarters, and houses some of
its employes 1 1ts busmess premises as resident
clerks The employés of the firm, 1ncluding the res
dent clerks wll, as 1n the previous case, be hable to
ncome tax on the value of their rent free quarters

(¢) A Government office has 1ts headquarters 1 Bombay,
but proceeds for some months 1n the year elsewhere,
and grants its mmsterial establishment house rent
allowances or rent free quarters i the place to which
1t proceeds wath the speafic object of providing for
the maintenance of a second and, from the pont of
view of the grantees, unnecessary residence in order
that they may perform thewr duties there The
allowance or the value of rent free guarters will be
exempt from mcome tax

(1v) In all cases where rent free houses form part of the per-
qmsites of an employé, the cash value of such a house to the oceu
prer need not ordinanly be deemed to be more than 10 per cent
of the salary of the employé Where an employé 1s provided with
rent free furmshed quarters no attempt should be made to spht
the value of this perquisite 1nto 1ts component elements 1 ¢ , rent
free quarters and rent free furntture The maximum of 10
per cent of salary should be apphed to the perquisite as a whole

(v} Buch perammtes as (for example), taffin, domestic services
or the value of paseages by rail or steamer provided by employers
free of charge for their employees are not taxable because they are
not convertible into money and there 1s no special provision 1n the
Act 1n regard to them as there 15,10 regard to rent free quarters,
but passage money pad 1 India by an employer to lus employe
to enable him to go on leave 15 hable to tax  If, however, passage
money 15 remitted by the employer to the Umted Kingdom or a
Colony and pad there to an employe on leave 1 such country, 1t
should be regarded as » leave allowance covered by the exemption
{22) 1 paragraph 17

(vi) Specral allowances granted solely to meet the basher cost
of liming 1n a station such as Compensatory local allo—ances and
the Cutch exchange compensation allowance are kable fo the ras-
ment of tax
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(v11) Rewards granted to officials for passing compulsory
examinations must be distinguished from grants made %o assist
candidates to meet the expenses of preparing for such examinations,
Such tuition grants fall under section 4 (3) (v) of the Indian In-
come-tax Act (XTI of 1922) and are not liable to tax even if they
are only paid to successful candidates. The so-called ‘rewards’
paid to Military Officers and other ranks for passing compulsory
language examinations are all to be treated as tuition grants and
not as rewards and therefore as not being liable to income-tax,
If in any other case rewards for passing compulsory examinations
are taxable, they will be taxable as salaries and tax should be
deducted at source. For the exemption of rewards in optional
examinalion, see paragraph 36, sub-paragraph (iz).

(vii5) In addition to classes or portions of ‘“‘Salaries’” drawn by
officers and other ranks of the Army in India (British and Indian)
mentioned in paragraphs 17 and 22, the following allowances are
not lLable to income-tax :—

Messing allowance;

Syce allowance;

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
portion of a pension or in nature of consolidated com-

pensation for death or injuries or in payment of any
Tnsurance Policy or as the accumulated balance at

the credit of a subscriber to any such Provident
Fund.
e (iz) The emoluments drawn by the officers and other ranks of
- the Army which are liable to income-tax are :—

€ 1. Recimental Pay, Command or charge allowances. Staff
’ ' z-Jl:‘ary P. 8. C. Pay and Separation allowance.

2. Ordnance Fay.
3. Corps or Engineer Pay, Batta or field allowance.
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Lodging allowance
Value of reni, free quarters (officers)

4
5
6 Service or proficiency pay
7 BExtra duty pay

8

Gratwties under Pay and Allowance Regulations, para-
graph 187 (D

9 Apnmties under Pay and Allowance Regulations, para-
graph 137 (ID

10 Bounty money

11 Pension drawn m conjunchion with pay
ht
13 Furmture allowance

1

Separation allowance

14+ Pensions (except wound or disabihty) pamd in India to
British and Indian officers and men thewr widows,
children and dependants

15 Half yearly gratwmty paid to temporary nursing smsters

() The Marnage allowance is not taxable 1f paid to the wife of
a soldier nnless the total mcome of the wife mncluding the allow-
ance exceeds the mimmum taxable hmit Sumilarly Matermty
benefit 18 hable only 3f the total mcome of the soldier s wife in-
cluding the benefit exceeds the mimmum taxable it

(z1) The handhng charges granted to Station Masters are not
liable o 1mcome tax since they are mtended solely to cover certain
expenses that the Stahon Masters have to 1ncur as such

(z1f) As regards the hability of language rewards and examima-
tion fees see paragraph 36

84. Casual gans [Section 4 (3) (v1) ]—() In order to obtan
exemption under this sub section, receipts must comply with two
conditons, p1z —

(1) they must not be the proceeds of a profession, vocation or
occupation, or arge from business, that 1s from ‘any
adventure or concern in the nature of trade com-
merce or manufacture’ [See section 2 (4)], and

(2) they must be of & casnal and non recurnng nature
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(1) Both these conditions must be fulfilled. 1 ’s important to
note that recelpts may be isolated and yet may not be of a casual and
non-recwring nature, [See ruling in the High Court of Judicature
at Allghgbad in the case of Chuni Lal Kalyan Das versus Crown
(;, Srinivasan Tax cases, page 421)]. The following are illustra-
tions of the effect of the provisions of section 4 (8) (vit)—

(1) A purchases a house with a view to re-selling 1t at a
profit, His profits from the transaction are liable to
inconme-tax (even although it be an isolated transac-
tion”). DB purchases a house for his own residence
and later on sells it at a profit. Fis profit is not
liable to the tax.

(2) A wins a prize in a lottery or a bet on the race course,
His receipts therefrom are not taxable. B is a book-
maker. His profits from betting are taxable.

(3) A is a professional beggar. His receipts from
mendicancy are not exempted from the tax by this
sub-section.

(4) A makes a practice of speculating in the purchase and
sale of shares. His profits therefrom are liable to the
tax. B purchases Indian War Lioan 1929-1947 at 95
redeemable at par. The premium received on re-
demption after a period of years is not liable to the
tax. On the other hand the yield from Treasury Bills
arising {rom their issue at a discount and repayment
at par after 12 months or some shorter period is liable
to the tax under section 12, though as this yield is not
interest, the tax is not deducted at the source under

section 18 (3).
(5) A man writes a book. His receipts from ifs sale are
taxable.
(6) Lump sum legacies are exempt;
under a will are not exempt.
35. Imcome-tax Authorities. (Section 5).—(1) The Central
Board of Revenue is appointed by the Central Government. Its
.specific powers are mentioned in the various sections, ¢.9.,
section 2 (6), 2 (11) (b), 5 (5), 18 (6) and 59. Rules for carrying
out the purposes of the Act are made by the Central Board of
Revenue which also issues instructions regarding the interpretation
of the provisions of the Act and the rules, and is entrusted with
the general administration of the Act. ‘
(i) (@) The head of the Income-tax Department of a province
.or other specified area is the Commissioner of Income-tax WI}O 15
*c.f. Rutledge versus Commissioner of Inland Revenue Reports of the U. K.
“Tax cases, Vol. XIV, page 490.

annuities granted
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appointed by the Central Government The rest of the Income
tax Staff in & province or other specified area 1s subordinate to him
‘With the exception of Assistant Commissioners they are apponted
! ant Commussioners of Income tax
are made by the Central Govern
. nanent appomntments 1t 15 also
necessary to consult the Federal Public Service Commusson except
when an officer of an All India Bervice or Central Service Olass
I 15 apponted Permanent appowntments of Income tax Officers
and Assistant Income tax Officers {except 1n  the ease of non
gazetted Assistant Income tax Officers in Madras) whether filled
by dwrect recrmtment or by promotion from subordinate ranks are
made by the Commssioner with the approval of the Central
Board of Revenue
(b} The Commmssioner of Income tax has full power to spealy
the functions to be performed by each Assmistant Commussioner of
Income tax and Income tax Officer and the areas persons and
classes of income 1n respect of which these functions may be
exerased  He may appont one or more Income tax Officers or
Asmistant Commussioners for the same area and allocate the work
to be dove by them 1n such manner as he may think fit

(¢) The powers of officers to mnflict penalties on the staff «nd
the Tight of appeal of such staff agamst orders inflichng penslhies
are governed by the rules in Parts XIIand XIITof the Gl
Lervices (Classification Control and Appeal) Rules

The specific powers conferred upon him in rerard ~ ronome-
tax assessments are specified 1n sections 28 (1) 37/ & T, ¢ (0
gecond Froviso 64 (3) and 66 of the Act  In parheelsrban s od
with power under section 33 to review any orgers pus. ¥ 30v
income tax official and he alone may under sechz e ol 2 Ac*,
state cases for the opmon of a High Court

(1) The functions of Assistant Commse =7 ¢ Tr~—s faz
are manly appellate but they also exerte ™ w~wm ee f.
work of the Tncome tax Officers The psrawhs FE¥2 o zoezren
on them by the Act are set out 1n section S> (M & T.TE 37 T
39 42 (2) and 53

(1) (@) Income taz Officers are the zssserm. VT Somyer
64 of the Act specifies the particnlar Tommmrarr CZom — ~2erm
assessments shall be made 1e praalies @iz s> gl
‘be made m the case of a bustness br Tz Imrmmer T O o 3 ooe
area where the pnnapal place of *mmer > Srer @ T
other casesabv the Income tax OBez o = & Ere = vigem T
assessee resides sub section (4) £f ©2r s T o T VT
Income tax Officer shall have £ L= "mvems czp T o e
the Act on an Income tax OSae 2o mecmems of g mmmrmee =~
O GUNE ACCTUING OF BNEING OF ~eme T It £s gmer <
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he is appointed. This particular provision was inserted mainly in
order to permit of enquiries being made into the profits of a branch
busmesg 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. Income-tax Commissioner 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 Tncome-tax Officers shall
give the utmost assistance to the assessing Income-tax Officer in
regard to any property, income, profits or gains within their
respective areas which are liable to assessment elsewhere.

(b) While it is intended that the work of making assessments,
of hearing appeals and of passing orders in review shall ultimately
be carried out by separate officials known as the Income-tax Officer,
the Assistant Commissioner and the Commissioner, as a complete
whole time staff for income-tax work has not yet been appointed
in some of the provinces, section 5 (4) makes provision for the
continuance, until such whole time staff is engaged, of the existing
system under which individual officers exercise the powers of an
assessing authority in respect of particular classes of income and
of an appellate authority in respect of others, while the reviewing
authority is in' certain cases also the appellate authority.

(¢) While the income-tax staff will as a rule be appoin.ted n
provincial 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 serving directly under the Government of
Tndia who are liable to transfer from one province to anpther ; and
there may be other cases such as the assessment of ;aﬂway 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-
section (5) of this section has been inserted to make provision for
the appointment of special officers in such cases.

(d) The officers specified in the 3rd, 4th and 5th columns of
the schedule below have been appointed to perform all the functions
of an Income-tax Officer, Assistant Comn_nsswnfar of Income-tax
and Commissioner of Income-tax, 1‘espect1vely'. in respect of the
persons specified in the corresponding entry in the 2nd column

thereof.
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SCHEDULRE
Officer appomnted to perform the functions of—
)
z
- Income tax Assistant Commussioner of
g Persons Officer Commissioner of | Income tax
& Income tax
1 2 > 4 b
1| Employés of the | Income tax Offi | Assistant Com [ Commuswioner of
Bengal and North cer, Gorakhpur | missioner  of Incometax,
‘Western Rallway Incometex, | Central and
Benares United Pro
vnees
2 { Employés of the Do Do Do
Pertabpore Com
pany, Lamnited
3| Persons  excluding | Income tox Offi | Assistant Com Do
pensioners and per cer, Mltary missioner  of
sons employed 13 | Circle Meerut necomatas
Arm; factones, Meerut
paysable from Army
estimates  through
the Controller of
Mulitery Accounts,
Eastern Command
Meerut end
Lucknow dustricts,
Meerut
4| Employés of the | Income tax Offi | Assistant Com Do
Bntish India Cor cer, Cawnpore missioner  of
poration Ltd sta Incometax,
tioned at Rangoon Cawnpore
5| Employés of the | Income tex Offi | Assstant Com |{mrmsssoew of
Assam Bengal Rail cer, Cluttagong | mussioner aof | Ixx ITISY,
way y Incometex,| Femmml
Dacea y
6 | Indian employés i | Income tax Offi [ Asgstart Crm~ Jimmesorer o
Sind, Punjab and [ cer, B Dw1 2 IzTimaeczex
Delht of Messts | sion, Karacha Incomszsl, Iammer,
Rall Brothers
7| European emplayés | Income tax Qi | Asmteme D Trmmmssuorer of
m BntishIndieand | cer, Caleutts, | mmum= 2T Ixvcmesiz,
Indian employés | Dustnct IXIA Irgrmramn, Semmal
Bengal, Biher and Bemrmioees
Orisse, Assam and RSt
the Umted Pro
vinces of Messrs
Rell Brothers
)
8 Do - - -

Eumpenn employéa
Messrs  Ralls
Brothem 1n Berar
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ro’ w~ Serial No.

10

11

13

14

Officer appointed to perform the functions of—

Porsons.

Income-tax
Officer.

5]

] stationed at Lahore

European omployés
of tho Imperial
Tobacco Company,
India Limited, and

the Indian Lonf
Tobacco Dovelop-
ment Company
Limited, in the
provinces of
Bombay, Madras,
United Provinces,
Punjob,  Bengsl,

Bihar, Orissa and
Assam,

European employés

of the Tobacco
Manufacturers
(India) Limited,

and the Printers
(India) Limited, in

the provinces of
Bombay, Madras,
United Provinces,
Punjab,  Bengal,
Bibar, Orissa and
Asgam.

Employés of the

“Statesman Limited”

and Delhi.
Employés of
Messrs.  Burmsh-
Shell 0Qil Storage
and  Distributing
Company of India,
Limited, stationed
at Delhi.
Pensioners residing

outside Bengal who
are under the audit
of the Accountant
General, Bengal.

Employés of the
Bengal Nagpur
Railway.

Incomo-tax Offi-
cer, Caloutta
Distriot IIIA.

Income-tax Offi-
cer, Central
Salaries Circle,
Calcutta.

Income-tax Offi-
cer, Railways
and Miscella-
neous Salaries
Circle, Calcutta.

Assistant
Commissioner of
Income-tax.

4

Comumissioner of
Income-tax,

Asgistant Com-
migsioner  of
Income-t ax,
Headqusarters
(at Calcutta).

Assistant Com-
misgioner  of
Income-tax,
Calcutta.

Commissioner of
Income-tax,
Bengal.

Do.
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~ BSerisl No.

Persons

Qfficer appomted to perform the funchéns of~—

Income tax
Officer

Assistant
Income tax

4

Commaseioner of

Commussoner of | Income-tax.

a7

18

19

20

Employés of _the
Eagbﬂylndmn Rail-
wsy.

Government ser-
vants serving out-
smde Bengal who
are under the sudit
of the Accountant
General, Bengal

Mihtary  employés
under the gudit of
the Controller of
Aymy Factory Ac-
counts, Calcutta,
who are servmg
outside Bengal or
whose Penson 18
disbursed by the
so1d officer

Ponsioners and per
fons employed m
Army Factories
‘Whose peasions and
salaries are Fay.

rom

abhle

Army  Eshunates
through the Con.
troller of Military
Accounts, Eastern
Comamand, Meerut
and Lucknew Dis
tnets, Meerut,
who Tesmde

ga!
Officers  of  the

Bervico and  of

Members of the Nurs
ng Staff of the Tad:
Minto'’s Indinn
Nursing  Associa.
tion,

T

tax Offi-

A t Com

of

cer, Railways
snd Miscsla-
neous Salames
Circle, Calcutta

Do

Do.

Income tax Of-

cer, §

Incometax,
Caleutta.

Do

Do

De N

C
mssioner  of [ Incomet ax,

engal

Do

7
7
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Rerial No.

d

|
!

| &)
to

24

25

Persone,

13-

Officer appointed to perform the functiosnof—

Income-tax.

Officer.

Assistant
Commissioner of
' Income-tax,

4

Commissioner of
Income-tax.

Military  employés
stationed in Sind
who are under the
audit of tho Con-
troller of Military
Accounts, R. A.
., Ambhala.

.

Employés  of  the
Madras and South-
ern Mahratta Rail-
way oxcept those
under the audit of
tho Audit Officer,
Railway Collieries,
Calcutta.

All Government ser-
vants under the au-
dit of the Account-
ant Genoral,
Madras.

All Government ser-
vants who are under
the audit of, the De-
puty Accountant
General, Posts and
Telegraphs, Madras,
but do not reside in
Burma or the Anda-
man Islands.

Military  employés
under the audit of
the Controller of
Military Accounts,
Poona and South-
ern Commeand,

Poona.

Income-tax Offi-
cer, Ambala.

Income-tax Offi-
cer, 4th Circle,
Madras.

Income-tax
Officer, 5th
Circle, Madras.

Income-tax |

Officer, 6th
Circle, Madras.

Income-tax Offi-
cer, Poona Dis-
trict.

Assistant Com-
missioner  of
Income-tax,
Delhi.

Assistant Com-
missioner  of
Income-t a X,
Eastern Range,
Madras.

Assistant Com-

missioner  of
Income-tax,
Central Divi-
sion, Poona.

Commissioner of”
Income-tax,

Punjab, N. W,
F. and Delhi:
Provinces.

Commissioner of™
Income-ta x,.
Madras.

Commissionery of
Income-ta X,
Bombay.
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= Serial No.

Perzons.

Officer appointed to perform the functions of—

1

Assistant

+
Offie~r.

Commussioner of
Income tax

4

Income tax

27

Government servants
under the audit of
the  Accountant-
QGeneral, Central

Government _ ser«
vants 1 the Tadian
Audit and Accounta
Service attached
Railway and Postal
Audit Offices and
Currency  Offices,
TRangoon and
Madras), the Mili.
tary Accountant.
General, the Deputy
Accountant Gene-
ral, Posts and Tele-
graphs, Delhi, or
the Audit Officer,
Indian Stores De-
partment, and Go-
vernment servants
resident 1n the An-
damans who are
subject to the audib
of the Deputy Ac
countant General,
Posts and Tele-
graphs, Madras

Persons {not bemng
ex enemy nationals}
paad through the
Controller,  Local
Cleanng Office
(Enemy Debts).

Military prnsioners
resudent 1 the
States of Mewar,
Dharatpur, Bikaner,
Japur, Marwar,
Alwar und *Bhopal
who are under the
audit  of the Con
troller of Military
Accounts and Pen-
aions, Lahore,

Income tax Offi-
cer, Salary
Curele, Dethy

Da .

Da .

Assistent Com-
mussioner  of
Incometax,
Dela

Do

Do,

Cormmssioner of
Incometarx,
Pumab

Dy

o™
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Serial No.

foed

Persons.

o

Officer appointed to perform the functions of—

Income-tax
Officer.

Assistant
Income-tax.

4

Commissioner of

‘ Commissijoner of
Income-tax,

30

31

32

33

34

Pensioners who draw
their pensions from
the Hyderabad
(Deccan) Treasury
and arc under the
audit of the Aec-
countant General,
Central Revenues.

Employés of the

North Western

Railway  except

those wunder the

audit of the Audit

Officer, Railway

Collieries, Calcutta.

Employés of the
Bombay, Baroda
and Central India
Railway and the
Great Indien Penin-
sula Railway ex-
cept those under
the audit of the Au-
dit Qfficer, Railway
Collieries, Calcutta.

Government ser-
vants under the
audit of the Deputy
Accountant-Gene-
ral, Posts and
Telegraphs, Nag-
pur,

of the

Employés
Bengal

Eastern
Raeilway.

Persons not resident
in British India who
apply for refund of
income-tax under
gection 48 of the
Indian Income-tax
Act, 1922.

Income-tax Offi-
cer, Salary
Circle, Delhi.

Income-tax Offi-

cer, Railway,
Salary Circle,
Lahore.

Income-tax Offi-
cer, Ralary
Branch, Bom-
bay City.

Income-tax Offi-
cer, Salary
Circle, Nagpur.

Income-tax Offi-
cer, Raijlway
and Miscella-

Assistant Com-
missioner  of
Income-tax,
Delhi,

Assistant Com-
Toissioner  of
Incom e-tax,
Lahore.

Assistant Com-

neous Salaries
Circle, Calcutta.

Incom e-tax,
Officer, Non-
Residents Re-
fund  Circle,
Bombay.

missioner of.
Income-tax,
B. Division,
Bombay City.

Asgsistant Com-
missioner  of
Income-tax,
Southern
Charge, Nag-
pur.

Assistant Com-
missioner  of
Income-tax,
Calcutta.

“Assistant Com -
missioner  of
Income-tax, A
Division,
Bombay.

Commissioner of
Incometax,
Punjab.

Do.

Commissioner of
Income-tax,
Bombay.

Commissioner of
Income-tax,
Central and
United Pro-
vinces.

Commissioner of
Income-tax,
Bengal,

Commissioner ‘of
Income-tax,,
Bombay.
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g' ~ Semal No,

37

38

Officer appomted to perform the functions of—

Persons Income tax Asmstant Commissioner of
Officer Commussioner of | Income-tax,
Income tax,
2 3 4 b5

Persons not remident| Inco metax, | Asastant Com | Commussioner of

i Brtish India | Officer, Non muissoner of | Incometax,

withmcome ensing | Residents Re | Income tax, A| Bombay

1 more than one | fond  Cirele, | Division Bom

province and assess Bombay bay

ed direct, and not
through statutory
agents undersection
43 of the Indian In
come tax Act, 1922
Persons not resident
m Brtish Inda
assessed  through
statutory  agents
under section 43 of
the Tndian Income
tax Act, 1922 whe
ther their income
arises in & single
Province or 1 more
than one protnce

Persons not resident
m Bntish India who
are chargeable to
ncome tax
assessment whether
through statutory
agentsordirectand
who apply for re
fund under section
48 A of the Income
tax Act 1922

Per<ons not resident
1 Brtish Indiawho
are not chargeable
fo mceome lax
assessment and who
apply for re fun
under section 48A
ot under section 49
of the Indian In
come tax Act, 1922
or under any Noty
Beation 1ssued by
Government under
section 60 (1) ofthe
said Act providing
forrehefon account
of double payment
of income tax

Income tax Off
cer of the Dis
trict 1 which
the Btatutory
agent  carnes
on the business
by reason of
which mcome
tax 9 charge
able m his name
under section
42,0r where he
resides as the
casemay be

Income tax
Officer of the

Distrzet or Carel
m which the
apphcant s
chargeable by
assessment

Incometax
Officer, Non
Residents Re
fund  Cirele,
Bombay

The Assistent
Commssioner
whe has been
mvest d wath
power to hear
appeals against
the deciqons
of the Income
tax Officer re
ferred to an
column 3

Do

Assistant Com
m ssioner o
Incomet & x
A Divsion
Bombay City

Comrassioner of

Income tax of
the  province
concerned

Do.

Commicsioner o
Incometex
Bombay
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Sorial No.

Pt

40

41

42

43

Persons.

Officer appointed to perform the functions of—

Pensioners who
draw their pensions
in the United King-
dom and reside in
Indian States.

Pensioners who draw
their pensions
through Post Offices
in Indian States
and reside in those
States.

Religious and chari-
table institutions
outside British India
notliable to income-
tax under section 4
(3) (i) and (ii) of the
Indian Income-
tax Act applying
for refund of tax
deductecd st source
on interest on secu-
rities or for exemp-
tion certificates
in respect thereof.

“Thana Funds”
adminijstercd by
Political Agents in
Kathiawar.

Leceal or Thana
Funds administered
by  Government
officers in Indian
States or in British
administered areas
in  those States

which are eithernot
liable to income-tax
or have been ex-

empted under sec-

tion 60 of the Act

when application

is made on their be-
half for refund of
tax deducted at

source on interest

on securities or f_‘or

exemption certifi-

cates in respect

thereof.

Income-tax
Officer.

Asrsistant
Commissioner of
Income-tax,

4

Commissioner of
Income-tax.

Income-tax Offi-
cer, Non-Resi-
dents Refund

Circle, Bombay.

Do.

Assistant Com-
missioner  of
Income-tax, A
Division, Bom-
bay City.

Do.

Commissioner of
Income-tarx,
Bombay.

Do.
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= SemalNo

45

46

47

48

[
Persons

2

Officer appointed o perform the functions of—

Income tax
ficer

Assistant
Commussi ner of
Income tax

4

Corcmisuoner of
Income tax

All person assessed
under section 44C

Employés of the
Americen  Umited
Prusbytenan M
8lon, residmg 1n the
Umted  Provinces
m the Punjab and
the  North West
Frontier Province

Droployés  of the
Church Missionary
Society, Church of
England  Zenans
Missionary Society
and Church and
Mjssion of Central
Couneil  of  the
Church Missionary
Society remding in
the Punjab, North
‘West Frontier Pro
vinces, Baluchistan
&nd Sind

Employes of all Rasl
‘way Colheries who
are under the audit
of the Audit Officer,

atway Colheries
Caleutta

All employés in the
Posts and Tele
graphs Department
under the Audit of
the two Deputy
Acconntants Gene
ral Posts and Tele
graphs (Postal and
Pelegraph Branches)
Caleutta

Income tax Offt
cer  Nom resy
dents Refunds
Cirele, Bom
bay

Income tax Offi
cor, CGuran
wala

Incometax
Officer, Lahore

Income tax Offi
cer, Railways
and Miscella
neous Salanes
Circle, Caleutta

Do

Asastant Com
missioner  of
Income tax A
Dhivision, Bom
bay City

Assistant Com.
mssioner  of
Incometarx,
Lahore

De

Assistant Com
mssioner  of
Incometax
Caleutta

Commissioner of
In come tax,
Bombay

Commussioner of
Incometarx,
Punjab

Do

Commissioner of
Incemetax,
Bengal

Do
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Offi 3
S cer appointed to perform the functions of—

./'

3 Poraons, Incomo-tax .

:3: ’ Officer. %ﬁ:ﬁgﬁ)ﬂ;et of Coﬁmmm" of

Income-tax. some-tax.
2 A 3
¢ 3
49 Elnp]oy{_ng of tho . .

India Genoral Navi- Iﬁgz?n;;ist?:c?g;. ABB"St'ant Com- | Commissioner of
goation and Railway | A Caleutta .| missioner of | Incometax,
Company, Ltd., and ’ ‘ P e-bax, | Bengal
River Stecam Navi- eatin.
gntion C()mpnny'
Ltd., working in
Bengal, Bihsr,
Orissa and Assam,
cxcept thoso who
carry on business in
pddition.

50 | Employés of w. T. Do. . Do. . Do.
Henley's Telegraph
Works Company
Limited, gtationed
at Bombay
Jarachi, ILshore. -

Delhi and Modras.

51 Governraont ser- | Income-tex ofi- Ass_istanb Com- Comrnigsioner of
wants under theau- cer, Salaries missioner O 11_1 come-baX,
dit of tho Account- Circle, Ranchi. IncomebaX, Bihar an
ant-General, Bihar. Southern Range] Orissa,

Purulis.

52 Govornment pension- Do. Do. Do,
ors under the audib
of the Accountant-

Goneral, Bihar.
. D Do. Po.
£3 Employés of the Tin 0.
Plato Company O,
Iﬂdiﬂq Ltd-’ Golmurx
(noar Jamshedpur)-
Do.
54 | Employésof the Tata Do. Do.
Tron and Steel Com-
pany at J amshedpur /—/
/
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Serial No,

-

Persons

S

Officer appointed to perform the functions of—

Tncome tax
Hficor

Agmstant
Comomssioner of
Tacorse tax

4

Comumsgioner of
Income tax

55

56

57

58

89

61

Employés of the
European_ Mental
Hospital, Ranch

Employés of the
Indian Mental Hos
prtal, Ranchi

Eraployés of the Lac
Research Institute,
Namkum {near
Ranchi)

Government ser
vants and pen
moners under the
audit of the Com
ptroller, Orisga

Employés of the Ra)
putana  Minerals
Company, Ltd

Eumpeun Staff of

essrs Volkart
Bros. working 1
the Punjab ‘and
8Bmd

Military employers

under the andit of
tha Controller of
Military Accounts
W strrmn Commanad,
Karachi,

Income tax Off
cer,  Salaries
Carcle, Ranchy

Do

Po

Income tax Ofi
cer, Cuttack

Income tax Off
cer, Balaries,
Bombay

Income tax Offi
cer, B Division,
Earacht

Asgistant  Tn
come tax Off
cer, Karachi

Asmstant  Com
misstioner  of
Income tax
Southern
Range, Puruha

Do

Do .

Do

Assistant Com
missioner  of
I ncome tax,

Division,
Bumbay City

Assistant Com
missioner  of
Incometax
Sind

Commussioner of
Income tex,
Bihar sand
Orissa

Do.

Do-

Do

Commussioner of
Incometax,
Bombay

Do

Do
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(e) 'l.‘he Chief Commissioner of {he Andaman and Nicobar
Islands is the Commissioner of Income-tax for those Islands.

(f) The Income-tax Officer within whose jurisdiction the head
ofﬁcq for an area of any company or other employer is located is
appointed as the Income-tax Officer to receive, in respect of the
Income of an employee of such company or employer who is
employed in a place that falls outside that Income-tax Officer's
jurisdiction, the statement referred to in rule 11 of the Indian
Income-tax Rules, 1922 :

Provided that such company or other employer has applied for
and obtained the permission of the Commissioner of Income-tax
to pay from the head office for an area the amounts of tax deducted
from the pay of the employees who reside elsewhere and to sub-
mit the said statement to the said Income-tax Officer, and has
agreed to prepare and submit along with the said statement a
separate extract thereof for each other place in which an employee
works. _
36. Salaries. (Section 7).—(1) The income taxable under this
head includes not onlv fixed salaries or wages and annuities or
pensions, but also any fees, commissions, perquisites or profits
received in leu of, or in addition to "salaries or wages which are

aid 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 paid by or on behalf of Govern-
ment, a local authority or company, any other public body or asso-
c¢iation or by or on behalf of any private employer who had entcrea
into an agreement with the Income-tax Officer to recover the tax
on behalf of Government, but under the present Act it applies to
all salaries paid by or on behalf of every private employer, the
obligation to deduct income-tax from salaries 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
meaning of section 7 (1) of the Indian Income-tax Act, XI-1922,
because (for one thing) the trust is not the employee’s employer.
Such a payment is therefore not liable to taxation by deduction

of tax at source.

(44i) Accumulated balances when paid to emplovees of recog- -
nised provident funds are however exempt from tax if they satisfv
the provisions of section 58-G- (vide paragraph 24).

(#») For the interpretation of ‘‘salary’’ for the purposes of.re-
cognised provident funds, see paragraph 29. .

(v) Fees (including retaining fees) paid to Government pleaders
and Public Prosecutors are not ‘salaries’ within the meaning of
section 7 of the Act, but ‘‘professional earnings’’ within the mean-

ing of section 11 of the Act.
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(o) The prouso to sub section (1) apples only to compulsory
deductions made under the authority of Government and not to
compulsory deductions made by other employers (see paragraphs
23 and 24) The amount exempted under this provise has how
ever fo be taken into account under section 16 (I) in computing
the total income of an assessee for the purposes of determiming
whether he 15 hable to tax and the rate at which he 18 to be assessed
An assessee for example who has a salary of Rs 180 per mensem
or Rs 2 160 per annum and from whose salary a compulsory dedue
tion 18 made by the authority of Government of Rs 800 per annim
of the nature referred to in this proviso 1s huble to pay mncome
tax on Rs 1 860 at the rate applicable to an income of Rs 2 160

(vn) Under section o8 of the Act this proviso does not apply to
super tax that 13 no allowance of thns hind 13 made for super tax

purposes
(vus) As regards perquisites see paragraph 33

(12) Rewards for pasmng linguage enaminations are exempt
wunder section 4 (3) (o1 of the Act unless by the conditions of s
employment the assessee 1s compelled to pass the exammation
See also paragraph 33

(z) Honoraria or fees pmd to Government servants by local
bodies or private persons compames etc for professional work
the whole of which are in the first mstance credited to Government
after which the whole or part 1s drawn under proper sanction by
the Government servant concerned on a bill should be taxed as
salary by deduction at source They are obviouslv fees comms
aons or perqusites recerved m additron to salarv and paid by or
on behalf of Government [section 7 (1)] 4,

{z1) For classes or portions of salaries “which are entirely
exempt from tax see paragraph 17

(z11) Income under thig head 1s included 1n the 1ncome of the
year 1 which 1t 18 Tecerved rrespective of the period in respect of
Which 1t was easrned with the exception that where an officer of
Government or any other employee takes an advance of pay the
tax 1s not chargeable on the advance but the tax 18 charged on
the full salary of the month 1n which the advance 18 recovered by
deductions without any regard to the deduction In cases where
the payment of an assessee s salary 1 advance or in arrears makes
his 1ncome assessable at a rate lgher than thai at which 1t would
othermice ave been assessed he may be gronted relief under
section 60 (2)

(rud) A portion of n salarv withheld under the orders of a Court
15 hable to tax
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) 37. Salaries paid in India but outside British India. [Section
7 (2)].——_(1) See paragraph 1. This sub-section makes chargeable
under thlg head, salaries paid from Indian revenues to Government;
employés 1o any parb of India and salaries paid by a local authority
established in exercise of the powers of the Central Government,
All servants of Government or of such lIocal authorities
are, therefore, liable to pay tax on their salaries if they are em-
ployed in any part of India and irrespective of their nationality.

(1) The words ‘‘or any servant of Hig Majesty’’ in this sub-
section were inserted in the Act of 1918, so as to bring 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 British subjects specially favourable
treatment which was not accorded to British subjects.

(1) The pay of officers whose services have been lent to, and
whose salaries are paid by, Indian States are not chargeable to
income-tax under this section unless they are drawn or received
in British India; but the leave allowance 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
contributions at fixed rates from the Indian States to meet the cost
of leave allowances and pensions of officers in foreign service and
make themselves responsible for paylng the leave allowances and
pensions of their employés earned in foreign 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 subse-
quently recovered from the State concerned, is not liable to
income-tax.

38. Salaries, etc., paid outside India.—(1) Under exemptions
Nos. 20-21 & 24 quoted in paragraph 17, leave allowances or sala,r'%es
paid in the United Kingdom to, or drawn from any Colonial
treasury by, officers of Government on leave or duty in the United
Kingdom or in a Colony and the pensions of officers of Government
residing out of India, which are paid in the United Kingdom or
are drawn from any Colonial treasury, are exempt from tax. Simi-
farly under exemption 22 and 26 leave salaries or leave allowances
paid in the United Kingdom or in a Colony fo _ofﬁcers of local
authorities or to employés of companies or of private employers
on leave in the United Kingdom or in a Colony and pensions paid
in the United Kingdom or in a Colony to officers of local authorities,
or to employés of companies or of private employers, provided such
officers or employés are residing out of India, are exempt from
Vacation salaries paid in the United Kingdom or in a Colony
or of Chief Courts, to Judicial Commis-
f Government when on vacation therein
ide exemption No. 23 in paragraph 17.

tax. |
to Judges of High Courts

sioners or to other officers o
are also exemp? from tax—?v
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(1) Pay and allowances drawn by officers from the Indian
Tevenues which are earned by them by service outside Incha are not
Lable to the tax unless they are drawn or recerved 1n India

39, Interest on Securities  (Section 8) —(1) As regards sterhug
securities, see paragraph 16

(1) In computing the income from interest on securitles an
allowance should be made of any commission deducted by a banker
for reahsing such interest on behalf of the assessee

(111) The interest chargeable under the section 1s the interest
only on secunties of the Central Governmen$ or of a Provincial
Government or on debentures or other secunities for money 1ssued
by or on behalf of a local authorty or company It does not in-
clude the 1nterest on dehentures issued by firms, associations,
clubs, or mndividuals the mnterest on which 18 chargeable under
section 10 or 12

(1) With reference to the second proviso the Government of
Tndia War Bonds, 1920, 1921, 1922, 1923, 1924 and 1928, 5 per
cent loan 1945 55, Five-year 6 per cent Bonds, 1926, ¥ive year 6
per cent Bonds, 1927, Ten-year 6 per cent Bonds, 1930 Ten-
year 6 per cent Bonds, 1931, Ten year 6 per cent Bonds, 1932,
and Ten year 5 per cent Bonds, 1933, have been 1ssued income-
tax free

(v) The third proviso to this section prescribes that where a
Provincial Government 1ssues a secunity as income-tax free, the
mcome-tax on the mterest thereon shall be payable by that Pro-
wnclal Government So far as mvestors are concerned, therefore,
securities 1ssued 1ncome tax free, whether by the Central Govern
ment or by Provincial Governments, stand on exactly the same
footing, that 1s, mncome-tax 18 not payable on the interest recerved
therefrom by the assessee, but the interest received therefrom 1s
taken 1nto account under section 16 (I) of the Act n determiming
the total 1ncome of the assessee for the purpose of deciding whether
he 18 able to income tax and also for determumng the rate at
which he shall pay income-tax on s other income It should be
1nciuded 1n the total income of the year 1n which 1t 18 pmd  The
same remarks apply to Government secuntles purchased through
the Post Office and held 1n the custodv of the Accountant General,
Posts and Telegraphs (see paragraph 18) Super-tax 1s, however,
payable by the recipient mn respect of such interest, since, under
section 58 of the Act, the provisos to this section do not apply to
super-tax

(vi) For 1nterest on other securihies, which are entirely exemnpt
drom tax, see paragraphs 17 (27)

(p3)) For interest on secunties held by Frowident Funds etc ,
see piragraph 82

L



o &L\

. lviii) The interest on securities held by a Co-operative Society:
1g liable to income-tax (sce paragraph 18), )

(iz) Where a bank or other concern engaged i ' imilar-
to that of a Bank receives deposiL;3 :1' Llltl)?lize(ilnuili)euscf:)]ﬁ:esjé?l 11?:;
business and invests the money so borrowed as occaslon arises, it
should be allowed in computing its liability to income-tax to set off
tho entire interest on such borrowings against its entire income
liable to tax. No attempt should be made, for example, to allocate-
a proportion of the borrowed money {o investments in tax-free
sccurifies and {o set ofl the interest of such proportion against the-
tax-free securities instcad of against the taxable income.

(x) But (as an exception to the foregoing) in the rare cases in
which there is definite proof (not a mere inference) that a certain
sum was specially borrowed by a Bank or similar concern for the
purpose of investment in tax-free securities and has been so in-
vested, the interest on the money so borrowed should be set off
against the interest on the tax-free securities and not against the-

mcome lakle to income-{ax.

(x1) Assessees other than Banks or similar concerns may set off”
interest on money borrowed specifically for investment in taxable
sceurities or shares, and so invested against their income liable to-
tax taken as a whole, and not merely against the interest on such
sccuritics or the dividends on such shares. In all such cases there-
wmust be elear proof and not a mere inference that the money was
specifically borrowed for such investment and actually invested.
Thev cannot be allowed to set off against their income Iiable to tax
interest on money borrowed for investment in tax-free securities:

and so invested.
(zif) Tncome-tax (but not super-tax) in respect of income charge--
able under this head is deducted at the source [Section 18 (3)].

40. Property. (Section 9).—(1) The tax is payable under this-
head in respect of property consisting of any building or lands
appurtenant to a building by the owner of such property. ILands
not attached to a building are not chargeable under this section.
The income derived from vacant lands let out in urban areas for
the purpose, e.g., of storing materials is chargeable to the tax under

section 12.

(if) Buildings or lands occupied by the owner thereof for the- .
purposes of his own business are not liable to the tax under this
head. This particular provision was inserted in order to avoid the
unmecessary complications in previous Acts under which the
annual valtie of such property was liable to the tax under this head
and a correspondino deduction was allowed to the owner under the-

head ‘‘business’’ (Section 10). | -
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{u) It 15 to be noted that 1t 15 only the owner who 1s hable to
Jpay tax under this head Where a person derives an 1ncome from
house property which he holds on lease, such 1ncome 15 chargeable
under section 12— other sources’”

41, Property—Defimtion of annual value [Section 9(2) 1—
The tax 18, under the head * property , chargeable m respect not
-of any actual rental or cash recewved, but of the ‘ bond fide annunal
value The bond fide annual value of a bmlding 13 the full
maiket value at which the bmlding could be let from year to year
urespective of amy charges by way of mumeipal rates or taxes
thereon It therefore differs from the actual annual rent payable
on a long term lease or the actual rent payable on a yearly lease
under & privileged rental or with tenant s habihty to pay owner »
rateg or taxes Only hmitation on taking the full market value 1
that mn cases where the property 1s 1n the occupation of the owner
for the purposes of his own residence the annual value’ 1s re
stricted to a maximum of 10 per cent of the total income’” of the
owner The phrase ““total income’” m this defimtion has the
meaning given to 1t 1n section 2 (I5) of the Act, v1z 1ncome pro-
fits and gains of such owner from ail sources to which the Act
apphes and, therefore, does not include 1ncome derived from any »f
ihe sources specified 1n section 4 (3) of the Act (such as, for
example, “agricultural income™), which are exempt from the tax

42, Deductions allowed n respect : property —(1) It 1s to be
particularly noted that, as stated mn paragraph 69 no deductions
are permisstble on account of any municipal or local rates or taxes
1n respect of property  Nor can any allowance be made for broker
age for rasing loans on mortgages and legal charges relatiag there
fo since such charges ate m the nature of capital charges The

only deductions from the ‘“‘annual value” permissible are those
specified 1 section 9 (1)

(1) Where an assessee 1s the owner of several 1tems of property
within the meamng of sechion 9 (1), the allowance admissible
under that section should be worked out with reference to the

annual valuation of the property taken as a whole and not item
by i1tem

(311} Ordinanly, no expenditure 1s allowed as a deduction
<alculating 1eome for the purposes of the Act except such expendr-
ture as has been incurred solely for the purpose of earming that in-
come Under clause (t0) of sub section (1) of section 9, there 13 nn
such restrction, so that a property owner 1s entitled to set off,
agmnst the annual value of property, the interest parable on a
wortgage or other charge upon the property irrespective of the
purpose for which the encumbrance was created
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. (tv) The proviso to sub-section (1) of section 9 has no applica~
tion to interest on money borrowed for business purposes evem
though such money may have been borrowed on the security of the
assessee’s property.

43. ﬁroof of expenditure where deductions are claimed in res-
pect of p.roperty”.' [Section 9(1).] The allowance on account of
repairs [viz., one-sixth of the annual value in the case specified
n cla_use (1), and in the case specified in sub-clause (#), the amount
permitted by that clause] is a fixed allowance which should bs
granted .Wlthout proof of the actual expenditure in any year and
Irrespective of the amount of such expenditure. It should also be
allowed in full even when an allowance ig given for “‘vacancy”’
under sectiox} 9 (I) (vir). The allowances on account of the
annual premium paid to insure the property against risk of damage
or destruction or on account of annual charge or ground-rent of
land revenue or of collection charges must be supported by proof of
the actual expenditure. Interest that has fallen due on a mortgage
or capital borrowed for acquiring the property, should, however, be
allpdwed as a deduction even though it may not have been actually
paid.

44. Property. Insurance deductions. [Section 9(1) (i4)].—
The only insurance deduction permissible is the amount of the
annual premium paid to insure the property against risk of damage
or destruction. In some cases owners insure against loss of
rent. Where an owner asks for an allowance on account of the
annual premium for such insurance it should be allowed if such
owner agrees to pay tax on any amount recovered from the
insurance company. Where no such allowance is claimed or allowed
tax ig not to be charged on the amount recovered from the in-

surance company.

45. Property. ‘‘Charge”. [Section 9 (1) (iv).]—Deduction
should be allowed under this sub-section of (1) any interest on &
mortgage or other capital charge with which the property is en-
cumbered (2) any ground rent to which it is subject and (3) the
amount of any interest payable on capital borrowed for the purpose
of acquiring the property even if such interest payments do not
take the form of charges attached to the property itself.

46. Property, Collection charges. [Section 9 (1) (7). ]—(1) As
regards collection charges rule 7 fixes 6 per cent. of the annual
value as the maximum amount permissible. Where a house hag re-
mained vacant for a period, this maximum, of course, would never
be reached and in many cases there will be no collection
charges. The maximum amount permissible should be reduced in
all cases where a house has remained vacant for a period to 6 per
ceul. of the annual value as diminished by th.e amount allolwetti_ in
respect of vacancies. Proof must always be given of the collection
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ebarges having been mcurred  Rule 7 sumply pronides that, whers
there 15 proof of collection charges, such charges may be allowed
subject to the provision that 1n no case shall the amount allowed
on account of collection charges exceed 6 per cent of the annual
value

(1f) Legal expenses incurred 1n recovering rents from tenants
should be treated as a permismible deduction imcluded 1n collection
charges subject to the following conditions —

(a) Only net legal expenses, that 1s, expenses after deduct-
mg any costs recovered from the opposite party will
be deducted

(b) The actual expenses, mncurred m excess of the costs
deducted will be allowed n the year mn which ths
decree 15 passed a further allowance for costs proved
to be wrrecoverable will be given later, if necessary

(c) The total allowance for collection charges mcluding legal
expenses allowed must of course, not esceed the
statutory 6 per cent

47, Property Deduction for unreahised rent —Unrealised
rent on any property 1s exempt from income tax and 18 also ex-

cluded 1 computing the total income of an assessee, provided
that—

(a) the tenancv 15 bond fide,

(b) the defaulting tenant has vacated, or steps have been
taken to compel lim to vacate, the property,

(¢} the defauiting tenant 1s not 1n occupation of other pro-
pertv of the assessee and

(d) the assessee has taken all reasonable steps to institute
legal proceedings for the recovery of the unpaid rent

48. Property  Allowance wn respect of vacancies [Section 9
(1) (p12) ]—No fixed rule can be laid down regarding the allowance
to be granted in respect of vacancies under clause (vu) Property
15 taxed on the ‘annual value ’ which as noted above, 13 the com
mercial rent of a house—the rent which 1t would fetch if let by
the year Where the propertv 1s let at an annual rental corres-
ponding to the annual value 1t would be fair to allow a pro.
portionate deduction corresponding to the period of the vacancy,
that 1s, if 1t were vacant for half the year, half the annual valve
might be allowed Property may be let on short letse for a penod
less than one year and fetch a rent for that permod far 1n excess of
what has been fixed as the “‘annual valve” and mn such caser no
sllowance obviously ean be given Where a clum 13 made on
account of vacancies the owner should be ashed to state what the
actua] rental was that he had received for the period of the year
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during which the property was let and the amount allowed on
account of vac'uncies should, under no circumstances, exceed the
;'Lfnount by which the rent received falls short of the annual value.
There can, of course, be no allowance in connection with any pro-
perty which is reserved by the owner for his private occupation
A claim on account of vacancies can only be entertained in connec-
tion with property that is usually let.

49. Property. Limitation of total  allowances. [Section 9
(1j.]—The proviso to seclion 9 (1), that the aggregate of the
allowances made under that sub-section shall in no case exceed the
annual value, was inserted owing to the new provision in section 24
providing for the set-ofl of losses under one head against income,
profits or gains under any other head. Instances have occurred of
buildings situated in extensive grounds or on valuable sites being
mortgaged for sums the interest on which is fur in excess of the
“annual value”.  The result of this proviso is that the annual
vilue of the property belonging o an assessee can in no case be
reduced to a minus sum owing to the allowances, and that there
can be no loss under this head to be set against income, profits or
guins under any other head.

80. Method of accounting for assessing income, profits and
aning under Sections 10, 11 and 12. (See section 13.)—(1) Owing
to a High Court ruling, referred to in paragraph 13, regarding the
definition of the word “‘income’’ the provisions in the present Acs
have been so worded as to make it clear that as regards income,
profits or gains from business, professional earnings or the other
sources mentioned in section 12, no uniform method of accounting
is prescribed for all tax-payers, and that every tax-payer may, 82
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 that clearly reflects the income Sf the
assessee in respect of the fixed period of ‘‘the previous year” and
that it is the one regularly employed by him for the purposes of
his business. If the tax-payer does not regularly employ a method
of accounting which clearly reflects his income for the *‘previous
vear'' the computation will be made in such manner as in fne
opinion of the Income-tax Officer does clearly reflect if.

i i ts. There
e two main systems of keeping accoun
i d is kept of actual
i tly, the cash basis system, where a recor
;se’cg;)si:syand actual payments, entrles beﬁlg mz_;ie}z) 1y01?;¥1su§hfi1;
i d or disbursed. is pro _ :
money is actually collecte o s DT e, ot
leulate his profits on this system. E
y tlx;idlfg {;‘Zr;:ir;}l%ered that the difference between the value ocf;ol[lrlf
:)mining and closing stocks must be taken into accc:iunt Lndistri-
pt"n the year’s profit, in order to secure a proper and eve B
ggtieﬁ of his profits over 2 series of years. There 1s, se Vs

(#9) There ar
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the mercantile accountancy system under which a profit and loss
account 1s maintamed and a comparison 1s made of the value of the
stock 1n hand at the beginmng and at the end of each year  Under
thiy latter system entries are made i1n the accounts on the date
not of receipt of money or expenditure of money, but on the date
ot transactions wrespective of the date of payment When goods
are sold, for example an entry 1s made at once on the receipt side
of the account, although no cash may be received at the fime
payment of such goods and an entry 1s sumlarly made on the debt
side when a labihty 15 meurred although payment on ~ccount of
such hability may not be made at the time It wall be the method
of sccounting adopted for or by the tax payer, therefore, that wiil
determine the period within which any 1tem of gross revenue oc
quy deduction therefrom 1s to be accounted for, and which wmll
determine whether particular allowances are or are not perrmssible

.

(1) It 1s for this reason that the Act does not contam a com-
plete statement of the deductions or allowances that are permismble
or not permissible 1n working out business profits or professional
esimings, since certan allowances or deductions can only occur
where the mercantile accountancy system 1s adopted There can,
for example, be no allowance for ‘bad debts where the cash basis
1s the method of accountancy employed TUnder the mercantile
accountancy system, as noted above, an entry 1s made on the
receipt side when a sale 1s concluded, although the money on
acconnt of such a sale has not been pamd and n mahing up the
accounts at the end of the vear such entrieg are treated as receipts,
and the tax 1s levied on these **book profits * It may happen that
some of these ' book profits’ cannot be recovered, they are wntten
off as “‘bad debts’ when found to be 1rrecoverable and since such
“book profits’” have been included in the income assesced to
ncome-tax, the *‘bad debts” must be wntten off agamnst the “'book
profits’” 1n the year 1n which they are wntten off 1 the accounts
as urecoverable  Where the cash system 1s adopted, there can be
no ‘‘bad debts"

(1v) A bad debt or recoverable Joan cannol be allowed as a
deduction unless :—
{a) the assessee has wnten 1t off lus accounts,
(b} 1t has actually become bad or wrecoverable, and
(¢} 1t actually became so m the “precious year”.

(v) The word ‘‘irrecoverable’” 1o the term “‘irrecoverable loan™
should be given a wider sense thap its fechmeal legal meaning

(of) The fact that a loan or otber debt has”
coverable’ 18 nat conclusive emdence that 1t 1s
able or “’bad™ But 4 loan or other debt that
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n[')’locove‘r‘able,,shonld ordinarily be treated as actually  irrecover-
able or ““Lad’’, unless the assessee proves it 1o be otherwise. .

(vii) The contention often put forward by assessees, or their
‘Tepresentatives that if a debt or loan is written off it can no longer
be recovered by suit, should not be admitted because a creditor
who has written off a debt or loan in his accounts as bad or
rrecoverable is not any way debarred from suing for its recovery
nnless the act of writing off is communicated to the debtor or it is
agreed between the creditor and debtor that a certain amount shall
‘he paid and accepted in full satisfaction.

. (0ifi) Again, it will be the method of accounting that will deter-
mine the particular year in which allowances common to both 5ys-
temas of keeping accounts may be made. In sub-section 2 of
section 10 of the Act provision is made for allowances on account
-of rent paid, interest paid on capital borrowed, the amount of
‘premium paid in respect of certain classes of insurance, amount
paid on account of current repairs, etc., and sub-section (3) of sec-
tion 10 states that the word ‘‘paid’ means ‘“‘actually paid’’ or
“incurred’’ according to the method of accounting upon the basis
of which profits or gaing are computed, i.e., where the cash basis
is adopted, it will be the date of actual payment that will determine
the year in which such allowances may be made, whereas if the
mercantile accountancy system is adopted, the allowances can be
.claimed in the year in which the liability to pay occurred.

51. Method of accounting ‘‘regularly employed’”. (Section
18.)—(@) 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 working ont his profits for income-tax
purposes; but the Income-tax Officer has to decide whether that
.method of accounting is the one regularly employed for the pur-
;poses of the assessee’s business and whether 1t is such as to reflect
.clearly the taxable profits for the ‘‘previous year’’. In most cases
this should cause no diﬁﬁculty.' Doubtful cases shgulgl be referred
to higher authorities. As an example of the principles to be
followed in settling doubtful cases two instances of such cases are
given. It is the practice amongst certain merchants to prepare
their accounts on the basis of the mercantile accountancy systetcfs
in respect of transactions between themselves and members 1(1)
their own community, but on the basis of cash payments in the
.case of transactions between thgmselvqs and their custon:;lers.
Provided that the same system 1s cc'mtlnuously‘employed, tteg:
appears to be no reason why this particular practice should no

1 “ i larly employed’.
.considered to be a ‘‘method of accounting regu ploj
CAogauin there are cases where the various branches of a business an;
.only closed once in three or five years and where the accounbz (?s
the branches are not annually incorporated in the headquarters
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business s accounts In such a case 1t might be possible to assess
either on the average annual profits of the branches as disclosed by
the accounts last filed or on the actual profits bronght to account
owing to particular branches closing 1n particular years

(49) The cases in which an assessee desires to change s accouut-
g system should be rare and where such a request 1s made, the
Income tax Officer 1n consmdering 1t should, as 1n the mmlar case
«of a demund for a change .n the previous year * (paragraph 6}, if
he 1= prepared to allow the change, take steps to secure that no
profits escape taxation on account of the change Whle section 13
leaves 1t to the discretion of the Income tax Officer to decide
whether a particular system of accounting should be accepted or
whether a change m the system of accounting should be allowed,
the discretion of the Income tax Officer 1n this matter can be ques
toned n the course of an appeal agamst an assessment under
section 80, 1 ¢ , 1t may be made one of the grounds of appeal 1n
<contesting the assessment of the profits

52 Buswness (Section 10 }—() ‘Any business™ in sub section
(1) of the section means * any business or businesses’

{1t) It was laid down 1n Inland Revenue Commissioner versus
Maxse (XIT, Enghsh Tax Cases, page 41) that * a profession n
volves the 1dea of an occupation requinng purely intellectual skll
«or manual skill controlled by the intellectual skl of the
operator as distingwished from an occupation’” (te a business or
trade) '“which 1s substantally the production or sale or arrange
ments for the production or sale of commodities” Tu this view
a firm of architects or accountants or engmeers cannot be regarded
ag carrying on a trade and should not be assessed as though they
wWere Carrylng on a business

58 Busmess deducttons  General ~While, as stated n  para
graph 50, 1t 18 not posuible, owing to the vamely of mccounbing
systems, to prescribe exhaustive lists of deductions that are or are
not perrmissible 1n the case of all businesses, section 10 (2) contains
2 list of allowances that are permussible 1n the case of all businesses
“The following 1s & hst of the deductions that are not permissible
1 the case of any busness whatever the system of accounting may
be that 15 adopted —

(a) Reserves for *'bad debis' or for *‘provident’* or other
funds or any other purpose such as the equahisation of
profits or dimdends -

(b) Expenditure of the nature of chanty or presents,

(¢) Expenditure of the nature of camital,

(d) Cost of ndditions to, or alterations, extensions or 1m-
provementg of, wnv of the assets of & busmess

ES
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(¢) Sums paid on account of income-tax or super-tax in.
India or clsewhere or any tax levied by any aubbority.
other than land revenue, local rates or municipal
taxes 1n respect of the portion of the premises only
which is used for the purposes of the business. The
question whether a salary paid to a partner is an
admissible deduction for purposes of income-tax or
in other words the question whether a so-called.
‘salary’’ paid to a ‘‘partner’’ is really a salary or-
simply an allocation of profit, is a question ‘of fact to.
bfa determined in each case, with reference to the-
circumstances (see Electrical and Dental Stores
versus Commissioner of Income-tax, Punjab, V,
Srinivasan’s Tax Cases, pages 254-257—Lahore-
High Court);

(f) Interest on the proprietors’ or partners’ capital includ-
ing interest on reserve or other funds, (¢f. Allahabad
High Court Case No. 223 of 1923, in the matter of
Lalla Mal Hardeo Das Cotton Spinning Mill Co., of’
Hathras, I, Srinivasan’s Tax Cases, page 266);

(g9) Private or personal expenses of the assessee;

() Rental value of property owned and occupied by the-
owner of a business for the purposes of the business;

(1) Losses sustained in former years;
() Any loss recoverable under an insurance or a contract

of indemnity ;
(k) Depreciation of any of the assets of the busi.ness other-
than the depreciation allowed under section 10 (2)

(01);

‘) Any sums 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;

(m) Any expenditure of any kind which is not incurred
solely for the purpose of earning the profits.

54. Business deductions. Irrecoverable Loans. [Section 10
de of profits or income from a.

—@ ere an assessment is ma ]
t(é)]:.lilzing(t)ofvgoney-lending business, loans which cannot be ri-
covered should be deducted from the assessed .proﬁts of sug .
business at the time when such loans can be definitely proved 1t;o f;
srrecoverable. Tor example, if a.banker hag lent oqt 5 Jakhs o
rupees and received Rs. 50,000 as interest but has during the sams
year lost an irrecoverable loan of Rs. 25,000, he sh.ox_ﬂd be as;gsggo
on Rs. 25,000. Similarly, if the same banker receiving Bs]. 000
ag interest on his loans suffers @ loss of an irrecoverable
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amounfing fo one lakh during the same year, the income to be
-assessed to income tax from the money lending business 1 that
year will be ml  These examples will apply whether the assessee
bad previously been assessed to incomme tax or not
(1) Thys 1nstraction will also apply to the assessment of other
traders where loans have been made 1n connection with the busi
Jnesg and 1n which the loans are of the nasure of the business and
‘the loss 15 a troe trading loss
(n) The 1rrecoverable loans m the sense referred to n this
para raph are sometimes confused with the bad debts described
1n paragraph 50 but they are of a totally different nature  Money
lent out on interest 1s the stoch intrade of a money lender or
banker and the loss of such stock 1n trade can clearly be regarded
as a trading loss hike the Joss of the stock in frade of any other
trader where the loss 18 mot covered by imsurance In settling
clams of this nature the question has always to be considered
whether money lending 1s or 1s not a part of the business of the
trader m question  The mvestment of savings or occasional loans

made to acquaintances cannot be considered to be loans made 1n
the course of trading

55 lllowance on account of rent of business premuses [Sec
tion 10 (2) () ]—The allowance referred to 1 thig clause 1s only
an respect of that portion of the premises in which the Lusiness 15
carried cn and the same limitation apphes to all allowances relating
to premises or bumldings 1n clauses (11 (1) (o) (v)) and (vut)
W here premuses are owned by the owner of the business of course
no nlowance on account of rent 1s permissible since the owner
as not hable to pav tax on the annual value of such premses
under section 9 Where the trider resides m a part of the business
premises the full rental cannot be set aganst the profits
and the Income tax Officer must in each case determme the
portion of the rent that may so be <et off

56 Allowances on account of repawrs of business premuses —
() Where the asseseee 15 mself the owner of s business
premises he 1s allowed a« a 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) (8) where he 15 the tenant of
the premises he 15 under section 10 (2) (1) allowed the amount
expended by him on repairs if his lease requires lim to execute
repairs  Where the premses are occupied partly as a residence and
partly for the purposes of o business the same proportion of the
disbursements on repairs should be permtted to be deducfed as s
taken 1 calculating the rent per ble under section 10 (2) ()

(1) The phrase current repairs 1n section 10 sub section (2)
(o) should be interpreted to mean such repairs required to keep
burlding, maclnnery plant and furmture 1in serviceable condihion,
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as are rendered necessary by ordinary wear and tear (: :
accidental or wilful damage or other unusual cabuse(sr;s ;5(}130::2 g(;
their nature recurrent (supposing that the owner displays reason—
qble care and prudence in keeping the asset, whatever it may be

I good order) at comparatively short intervals—say, at least 'on('é
In two or three years. It also includes minor replacement; (i,n
respect of which it would be absurd to expect an entry to be made-
in a block account or similar record or in any records maintained
for the purposes of calculating depreciation) and also mere adjust-
ments of existing parts and in the case of machinery or plant, any
replacement or renewal which is not so extensive as to destroy its-
identity.

(it) Expenditure on anything that, if it had been done when
the asset was new, wopld have increased its capital value should be-
regarded as capital expenditure.

57. Business—Allowance in  respect of borrowed capital.
[chtion 10 (2) (i1i). ]—(@) The allowance under this clause can only
be given where payment of the interest is not in any way depend-
ent on the earning of the profits. It cannot be allowed, therefore
in respect of any borrowings the interest on which is not payable
unless profits are earned or the interest on which varies according
to the amount of the profits earned. In all cases it will be a ques-
tion of fact whether the payment of interest is or is not actually”
dependent on the earning of profits. No allowance can be made
in respect of the share capital of companies or of the capital put
into a firm by the partners; but a company is entitled to an
allowance of the interest paid on its debentures and a firm to an
allowance of interest on money borrowed under a mortgage. On
the other hand, a firm alleging that it has no independent capital
and that it is working only on capital lent by the partners at a
definite rate of interest which must be deducted from the earnings-
of the firm before its profits can be declared, is not entitled to
allowance under this section unless definite proof is given that a
particular partner has made a legal loan to the firm, i.c., a loan
under an instrument on which he can sue and under which interest
at o fixed rate is to be paid to him annually irrespective of the
earning of any profits. (Cf. Allahabad High Court, Case No. 223
of 1923, in the matter of Lalla Mal Hardeo Das Cotton Spinning
Mill Co., of Hathras I, Srinivasan’s Tax Cases, page 266).

Similarly the share of profits given to Mohammedan depositors in

Jieu of interest on borrowed capital cannot be allowed as a business

expense.

(1) No rule has been m
clause defining what Mutua

benefit of the ‘‘explanation’’. _
planation”, if applied, is likely to give more trouble to the

ade under the ‘‘explanation’ to this
] Benefit Societies are to have the

Tt has been found that the “qx-
gocieties
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than the present procedure Executive instructions have, however,
been 1ssued that 1n the cases of such societies (which appear to be
peculiar to the Madras Presidency) where the faxable income 18
Rs 5,000 or under and where the ‘‘shareholders’ or ‘‘sub-
seribers’ reside within the lumits of the cirele of one Income tax
Officer, the company or society should not be assessed direct to
income tax but the principal officer should furmsh the Income tax
Officer with a bst of the amounts paid out to subscribers showing
the original subseriptions or capital invested and the interest there
on and the Income tax Officer should ascertain what particular
Tecipients of these payments are hable to tax and should add the
amount of imnterest that they have received to the income on which
they would otherwise have been assessed, that is, he should assess
the recipients direct

88. Business—Allowances n respect of ingurance premsa
[8ection 10 (2) () ]—G) The allowances under this clause are
aestnicted to nsurance policies tahen out aganst the rsk of
-damage or destruction of bwildings, machinery, plant, furmture,
stocks or stores, used for the purposes of the particular business of
which the profits or -gains are bemng caleulated and no allowancs
can be made on account of premia in regard to other nsurances
Further, any sums not actually espended on premig but merelv
set aside by a company or firm as an msurance fund are simply
& particular deseription of reserve and no allowance or deduction
cn be given 1n respect of such reserves

(1) The Act does not contemplate the deduction of premia on
account of insurance aganst & loss of profit If, however, the
owner, of a business elects to claim any such allowance, he should
sigmfy his mtention to the Income tax Officer—and 1f he makes 2
declaration mn writing, undertaking generally to pay the tax on
any amounts recovered from an Insurance Company under any
such pohcy or pohcies the allowance will be granted in respect
of the premia for any such policies that he may have taken out
not more than a month before the date of such declaration or that
he may take out subsequent thercto  Where no allowance 15 asked
or Alowed 1n respect of such poliey, any sums recewved from the
Insurance Company on -ecount of the pohiey will not be hable
to tax

59 Allowances 1n  respect of depreciation [Section 10(™
(vt} J—(:) The allowances permussible under this clause are pre
scribed 1n rule 8 and the nformation that must be furmished n
arder to obtain on allowance 1s set out 1n rule 9 Tt 15 only the
particelar classes of buldings, machinery plant or furniture men
tioned 1n rule 8 1n tespect of which the depreciation allowance ean
be clumed, and the bwldings, machinery, plant or furmture for
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which depreciation allowunee je claimed must be used for the pur
poses of the particular business of which the profits or rrainslau;
being computed.  No allowance can be elaimed on accbount of
deprecintion, Tor example, of any portion of a building which is
used as a residence by the nssescee. Turther, the buildings ete
must be the praperty of the assessee. No allowance ean })eo('lyflime‘ci
' they are leased from others. (

el J}:xzkhngs belonging to the owner of a business and used
by him jn order {o 1){):).‘:(‘ his employés are buildings used for the
purpose of business if the owner charges no rent. 1If, however,
rent s charged seetion 9 would apply. '

(it When a person succeeds to a business, the depreciation
allowance due to him in respeet of buildings, machinery, ete.,
taken aver by hum from his predecessor should be worked out on
the basis of original cost to the successor (not on the cost to the
predecessori.  The same will apply where the person is not &
succes<ar but merely a purchaser,  (Saraspur Mills Co., Ltd.,
Ahmedabad rereus Commissioner of Tncome-tax, Bombay—Civil
Reference Xo. 3 of 1931, Hish Court of Rombay.)

(et Depreciation should be allowed on the cost of setting up
maclinery and plant, that is, the expression “original cost'” in
section 10 (2 (ri) should be held to include the cost of freight,
pay of Fngmeer and staffl who ereet the achinery, put it in
working order, and carry out experiments to test it. The rates
of depreciation allowance fixed in rule 8 are fixed rates for the
whole of India.  Depreciation at those rates must be allowed each
year when there are suflicient profits, and only the excess of the
deprecation allowance over profits can be carried forward from
year to year until absorbed, and this practice must be followed
whether the depreciation allowance is adjusted in’the accounts of
the assessee or not and irrespective of the amount shown in the
accounts. It is for this reason that in the form of returns of
income preseribed in rules 18 and 19 any amounts eutered in the
accounts of an assessee for the depreciation of any of the assets
of the business must be written back as the amount allowed for
income-tax purposes is the amount prescribed in the rules and not
the amount entered in the books of the assessee.

(r) Where an assessee Owns Imore business than one, zi,lny
part of the depreciation allowance in respect of one business, t ab
cannot be set off against the profits of the same business, ogln%
to the profits in question being insufficient, shall be set off, 1

~ 8

that cannot be set off against the assessee’s business p oo
same vear, whether he owng one business or more, s1alm be sot
off under section 24 against his income, profits or gains charge
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with 1ncome-tax under any other head \n that year. Any part
of the depreciation allowance due to an assessee that cannot be
set off against tus income, profits or gains under all heads for the
year in question, shall be carned forward to the next year under
proviso (b) to sub-section (2) (22) of Section 10 of the Act The
assessee should not be allowed the option of either setting off
unabgorbed depreciation allowance against the profits of any other
‘business or agmnst other heads of income, profits or gamns
on the one hand or carrying it forward on the other

(11) This clause provides for the depreciation of furmture, but
it may pot swb the convemence of particular traders to ask that
o depreciation aceount should be kept up for petty items of furm-
ture and a depreciation allowance on account of furnmiture should,
therefore, be granted only in cases in which 1t 18 asked for, 1n
which event the cost of replacement should not be allowed;
where such depreciation aliowance 1s not asked for, the cost of re-
placement should be allowed wn the year m which the furmture
15 replaced.

(1) Whatever depreciation allowances are granted, 1t will be
necessary to mamntain an account showing the orginal cost to the
assessee of the plant, the amount of the annual allowance, the
amount of the allowances already granted and the balance still to
be allowed.

.

(om) The percentage allowance fixed in the rule for the per-
manent way of electric tramways only covers cases where the
number of car miles per mile of track does not exceed 1,25,000 car
mmles per annum, Where the number of car mles per mile of
track per annum exceeds 1,25,000 special terms will have to be
made 1n each case. Simlarly special consderation should be
gwven to each case where there are special circumstances such as
exceptional gradients, the compulsory use of wood paving, efc,
tending to show that the car mileage does not fawrly represent the
wear and tear of the track. The cost of renewing concrete founda-
tions should be allowed as a trading expense as and when mcurred,
jprovided that, if the renewed foundahons are an improvement on
the old ones, so much of the cost of the renewed foundations as
represents such 1nprovement should not be admitted ag a trading
expense. Amounts received for the old materals, whenever
renewals are effected, shonld be credited against the cost of the
renewals, and if the old materals are not disposed of at the time
or are used for other purposes, their estimated value should be
deducted, subject to adjustment if necessary, as and when the old
materials are disposed of The percentages fised for the deprecia-
tion of the permanent way are based upon the estimated life of
a track from a consideration of the number of car miles per mile
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qf tracl;, and consequently these percentages may vary in connec-
tion with th_e_sa,me undertaking. It must be clearly understood
that the revision of the life of a track need not necessarily be
deferred till the whole track is renewed, because it may become clear
before that date that revision is mecessary either in the direction
of increasing or decreasing the average life. As regards the rate
for general plant, machinery and tools, all other plant and
machinery including workshop tools but excluding loose imple-
ments, office furniture and small articles which require frequent
renewals (expenditure on which is allowed as a business expense
against revenue), should be lumped together and the rate of 5 per
cent. dgpremation should be allowed thereon in addition to the cost
of. repairs. No depreciation should be allowed on overhead equip-
ment, ¢.e., trolley wires and connections: all expenditure on
maintenance and renewals should be charged as working expenses,
as and when incurred.

(iz) The item ‘‘Below ground—All to be charged to revenue’
in exception (1) under item 6 (Mineral oil companies)—B. (Field
operations), in Rule 8 means that on the plant in question (pipes,
etc.) below ground, depreciation is to bLe allowed at 100 per cent.,
so that if the profits are insufficient in any vear 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) (v3) of the Act_
to subsequent years.

() No depreciation allowances are granted to railways on
account of depreciation of their rolling stock as renewal charges

are allowed as a business deduction.

(xi) An assessee deriving income from a railway or tramway
(other than an electric tramway) business may at his option
trequire that in computing the profits or gains of such business the-
following allowance shall be made in lieu of the allowances specl-
fied in clauses (¢), (vi) and (vii) of sub-section (2) of section 10-

of the Act, namely :

The actual expenditure incurred 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.

rcised the option referred to above

all not be entitled to withdraw that
t the consenf

| If he, however, has exe
in any year, he sh (
option in any subsequent year withou

of the Commissioner of Income-tax.

allowance fixed in the rule for the “air
covers the machinery portion of humidi-
er than machinery (e.g., tube-wells, sefi-
xcluded. Such plants will remain-

(z#i) The percentage
conditioning machinery”’
fying plants but plant other th
tling tanks, distributing pipes) is €
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60. Busincss—O0bsolos
{ z:ii).'l‘”lisqy:cx‘:fu to }bé()h,-sctmcc allowances.  [Section 10 (2)
his dmmes o) s] ')c}: particularly noted that the allowance unde
becomes ol)c(;lczgn .‘“30 given where the machinery ors hnz
other than ih'zt it 1 _here machinery or plant is sold for regs;ns
Where a mn(':hine zlqus :;SSOI:OC O;JISOI.etC’ no allowance can be given.
present evidence that the mnc:]lxig::ggclgbfagbiﬁefewen H the facts

(i1 The amount allowed for obsolescen i
lated upon the original cost o the owner T%o m 1
is the amonnt of such origi 5 ' e gren
Teprecintion alon m:~ oubm?l coslt to the owner ag reduced by the
: allowances under clause (v7) and th y
which the machine s actually sold or its o amewnt fo
. _ machi s actually s s scrap value. P
;)\;)1\1:;:3;0 10 rn;,;)chme 'cnqhng Rs. 10,000 on Whichpa depreciatic‘));
Howance of 10 pnﬁ- t.ogtb of ”"3 original cost is admissible is sold
AN ars r Rs, ,4,‘00. The original owner gets Rs. 5,000
r depreciafion and nothing for obsolescence as the machine is not
serapped or sold on account of obsolescence. The s(econd owgg
aets also an allowance at the rafe of 10 per cent.. and as the cosz
nf H;)(‘ machine to him was Rs. 2,000, his annual allé;vance is
Re, 2000 If owing to its becoming out of date the machine 1s
serapped useless after three years then in the vear in which it is
so serapped the second owner can claim Rs, 1 400 for obsolescence
No allowance for obsolescence is abviously permissible if the
machine lasts 10 vears or more twith any onc owner. This will
'}1);1;[;]':} :.1‘]‘.:0 \s'lx:x-e”lhe “‘sccond owner'' is not merely a purchaser
_“'suceessor”” 1o the business of bis predecessor to which the
machine originally belonged.

61. Business—Allowance on account of dead or useless
animals. [Section 10 (2) (vii-a).]—The allowance in respect of

live stock that has died or become permanently useless to the
gssosspe should he granted shether the live stock is replaced or

not.

. again, calecu-

62. Alowance on account of rates or tazes. [Section 10 (%)
(¢iii). ]—The allowance under this clause covers only the land
revenne and local rates or municipal taxes paid In respect of the
portion of the premises used for the purposes of the business. In
from business & local rate or tas which ig payable
irrespective of whether profits are made or not should be treated
as expenditure incurred solely for the purposes of earmng profits
or gains within the meaning of section 10 (2) (iz) if the rate or tax
is not an admissible deduction under section 10 (2) (v#ii). No
allowance can be given on account of any other rates or taxes what-
coever. All rates and taxes therelore, whether levied on the pro-
fits of a,business or which are charged on the proprietor of e;
business in respect of anything other than the actual porfion dio
‘the premises used for the purposes of the business, must lzec s-
allowed. (See also paragraph G9 and Patna High Court Case

aseessing income
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No 102 of 1920, 1 the matter of Raja Toyt1 Prarad Singh Deo
of hashipur I, Snmvasan s Tax Cases page 103)

63 Business— lllowance on account of bonus pad to
employes  [Section 10 (2) (ow a) ]—The allowance under this
clause covers any sum pad a, bonus or conmssion to an employé
for service rendered if such sum would not have been payable to
him as profits or dividends 1f 1t had not been pmd as bonus or
commssion provided that the amount 1s reasonable with reference
to ns pav and conditions of service the profits of the busmness for
the year m question and the general prictice 1 sumilar businesses

64 Miscellaneous business deductions  [Section 10 (2) (tx)
—t) While the Act makes no provision for contnbutions by em
ployers to prnivate provident funds constituted for the benefit of
therr employes being deducted 1n arrving at business ncome lable
to tax, contributions to such provident funds by employers should
be allowed 48 a business expense 1 1l cises where the funds are
constituted ag fxresueable ¢ trusts and where no part of the employ
ers contnibutions can be recovered bv them Where however
such funds remain in the hands or under *he control of the em
ployers, no contrbutions by them can be allowed as a business.
expense but 1n such cases nctual payments made to employees
leaving the service of the employer should be allowed as a business
expense 1n the vear in which such payments are made so far as
such payments are made from the contributions of the employers
whether 1n that vear or in preceding yews  As regmids emplovers”
coxéhg;;uhons to ‘ recogmsed provident funds see paragriphs °4
an

.

(i) The same remarhs apply to superannuation funds or
reserves for the purposes of providing pensions to ex emplovee
Actual sums paid as pensions to ex employees or to the widow or
children of an ex employee should however, be allowed as a
business expense where the pensionary payment 1s a fixed or re
curnng one but no claims on account of pensions’” should be
entertained where the ‘ pensions are pmd to per<ons who ha e
or who at any time had a <hare or interest in the busine.s

(u} Premua pad by an employer to cover the nsh of habihty
to compensate any of hig employés for injunes under the Work
men’s Compensation or Accident Insurance Act (VIII of 1023)
should be treated as business expenses and allowed under rection
10 (2) (tz) ag & deduction m assessing income from business

(t0) The following prineiple should be ob-erved n dealing with
claims that boné fide expenditure for the welfare of the employ(=
of a business should be allowed as a business expense  \o con
tributions towards expenditure 1menrred by ontmde bidies /ineh
my henefit the employés of 4 company or firm madentally with
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.mer;lbers of the general public, should be allowed, such as contri-
-butl_ons. for the support of clubs, recreation grounds, religious
anstitutions, dispensaries, hospitals, schools and the like’. If, on
the other hand, an assessee maintains a school or a dispen;arv
solely for the benefit of hig employés reasonable expenditure on the
upkeep of such an institution should be allowed as a working
expense. Similarly, expenditure incurred in the maintenance of
'@ conservancy staff employed to keep the surroundings of the
-dwellings of the employés of a concern in a sanitary condition
-shoul'd be 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 hospitals.

(v) Sums embezzled by an employee are an admissible charge
against the business of his employer.

(v1) Assessees sometimes receive from their constituents pay-
sents 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
-constituents they may be allowed as deductions from the assessable
income, without insisting on strict proof of payment by the produc-
tion of vouchers, provided that it is reasonably certain that the
payments have been made.

(vi1) Indian traders and business men charge their customers
.or clients a small fee on each transaction—for example so many
pies on each bag of some commodity sold—the proceeds of which
are supposed to be devoted to various religious, charitable or educa-
tional purposes. Such cusiomary subscriptions by clients and
.customers for religious or charitable (including educational), pur-
poses, and the corresponding expenditure by the assessee, should
be left out of account altogether in computing the taxable income,
provided that the Income-tax Officer is reasonably satisfied that
the sumg in question are really applied by the assessee ultimately
(and not necessarily in the year of collection) to the object for
which they were ostensibly collected. 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.

(0i#)) 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 taxable income.

iz) Strictly speaking, the cost of audits and similar operations
,cont(flucted speciallx_;f for income-tax purposes, whether connectllc:;
with assessments. with appeals or with revision pefitions Cafn;he
e allowed 4s a deduction from taxable profits [R\}hng eo—tnx)
“Madrag High Court in Secretary, Board of Revenue (Incom ,
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Madras, versus D Mumsami Chetty & Sons I, Enmvasan’s Tax
Cases, page 227 ]

{z) The reason for this 18, of course, that whereas an audit or
gumlar operation conducted in the ordinary course of business is
properlv treated as a business expense 1t 1s clear that one con
ducted purely in connection with Income tax proceedings cannot
be said to be mcurred solely for the purpose of earming the profits
or gains subject to income tax [see section 10 (2) (ix)] Since,
bowever, there may be difficuity 1 mndividual cases 1n determming
whether an audit of stmlar operation has been conducted wholly or
partlv for business purposes and in the latter case, what portion
of the expenditure mncurred m connection with 1t can properly be
treated as a ¢ business expense’ , 1t has been decded that audit
or other accountancy services 1n connection with an assessee’s
accounts for the previous year rendered before hus return of mcome
3s made 1f such a return 1s made on the due date, or within any
extended period allowed bv the Income tax Officer for 1ts subrme
son should be treated as work done for ordinary business purposes
and therefore the expenditure incurred thereon should be regarded
as an admissible deduction 1n computing taxable income

(z1) The question as to what 1s capital or revenue expenditure
1n respect of tea gardens 1s one the answer to which depends on
certain general principles The Enghsh decision in the case of
Vallambrosa Rubber Co , versus Tarmer (o, Dnghsh, Tax Cases,
329) establishes certain principles which are appheable to their case
The first 1s that the cost of the upkeep (¢ g, weeding and
draining) of an area that ¢ not in bearing may be charged to
revenue While expenditure on the maintenance of an area that
has not reached matunty may be classified as revenue expendtture,
any income derived from the sale of tea at this stage js on the same
footing as mcome from the sale of tea at any other stage and
should be talen into account 1n computing the tazable 1ncome of
the concern The second prmciple 18 that any expenditure that
creates a potential source of recurring revenue at whatever staje
m the development or working of the estate 1s capital expenditure
‘Lhe source of revenue 1n tea gardens 1s the tea bushes and when-
ever 2 bush 1s planted, 2 potentinl source of revenue 1s created Tt
18 the individunl bush that must be consdered and not an area
plinted with such bushes Tn concession, however, to representa
tiong that 1 filkng or supplying 15 1n many cases necessary n
order, to heep u ten garden 1n A state of efficiency and .bat to
regard expenditure on such operations as capital expenditure will
mean hardship, o proviso has been 1dded 1 Rule 24 to the effect
that an allowance will be made on account of plwntmg bushes 1n
replicement of tushes that have died or become permanently use
less 1 an area already planted, unless such area has previously

n
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been abandoned,  This concession is extended only to tea gardens in
British India, sinee Rule 24 applies only to such gardens.

66, Mcthod of converting the net profits of sterling companies
tlo rupee fur the purposes of income-lay.—~Where the business
of u sterling company is transacted entirely in India, there is ao
need for the Income-tax Officer to look at the sterling accounts
e he ean get a record and ask for a return of the transactions in
ropees.  He should act in the same way in cases where the profits
of the Indian branch of a company operating in other countriey
«can be separately ascertained. In the case of a compuany operat-
ing through local branches in different countries where the profits
of the Indian branches cannot be ascertained separately but have
to be deducted from the total sterling profits of the company from
all its operations, the net profits of the company for the purposes
of aszessment to Indian income-tax should be converted into
rupres it the rate of exchange ruling on the last day of the year to
which the aceount relates unless the Income-tax Officer is able, by
an examination of the accounts, to ascertain the average rate of
remittances throughout the vear and to deduce from that the
rupee profifs of the Indian branches.

G6. Premia on issue of shares.—The premia received by a
compuny on issue of shares are capital receipts, and, as such, not
chargeable to tax.  In the same way, the cost of issuing shareg is
capital  expenditure and cannot  be allowed as a deduction for
imcome-tax purposes,

67. Projessional earnings—Deductions.  [Section 11 (2).]—
<0 Any expenditure that is claimed as a deduction under this sub-
section must have been incurred solely for the purposes of the
profession or vocation. No deduction can be allowed in  respect
of personal expenses of the assessee or expenses of the assessee or
expenses of a capital nature; but an allowance should be made
in respect  of depreciation of buildings and depreciation and
.ohsolescence in respect of machinery, apparatus, appliances, plant,
furniture or other Capital assets used in profession. The teriu
"‘(apital assets” is intended to include books purchased by a:)f
assessee for the purpose of his profession. Two conditions mush
be satisfied before a claim for depreciation or obsolescence can he
admitted : firstly, that the machinery, plant, etc., in respect  of
swhich a claim is made should be used solely for the purposes o({
the profession or vocation the earnings from which are compute
and secondly, that they should be the property of the assessee.
No allowance can be claimed if they are leased from others.

(i) The conditions specified in section 10 (2) (vi) and (v#) re-

i iati under
garding the calculation of depreciation, etc., apply Fgega:}izuld -

tthis sub-section also, viz., (1) the particulars prescrn
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furmshed to the Income tax Officer, (2) where full allowance can
not be made n any year owing to there being no earnmngs at il
or the earmngs being sufficient to grant the full allowance, the
allowance or part of the allowance to which effect has not been
gwen should be carried forward to succeeding years, and (3) the
aggregate of all the allowances made should not exceed the onginal
cost to the assessee  Any obeolescence nllowance granted under
this sub section should be himited to the difference }etween the
onginal cost to the assessee of the machinery etc as reduced bv
the depreciation allowance alreadv granted and the scrap value or
sale price as the case may be

68 Income from  other sources —Deductions  (Sectwon
19) —The nterest paid on money borrowed for the purchase of
shares or securities can only be set aganst the income obtained
from the shares or securities where 1t 1s proved either by a
banker s certificite or otherwise that the borrowing has been
defimtely and solely for that purpose, but where such proof 13
afforded, an allowance should be given

69. Deductions on account of tazes pawd —() No deduction 15
permssible 1n computwng the 1ncome, profits or gans on account of
any tases or rates paid in respect of such income, profits or gains
except that a local rate or tax which 15 payable irrespective of
whether profits are made or not (see paragraph 63) 1s to be allowed
as deduction from income from busmess Section 10 (2) (o) of
the Act allows as a deduction from business profits sums paid on
account of land revenue, local rates or mumcipal taxes 13 respect
of premises used for the purposes of 2 business  This speaific
provision has been 1nserted because the local rates pard on account
of such premises are usually 1n the nature of a payment for services
rendered (e g, by supply of water concervancy arrangements,
etc) but that allowance 18 closely restricted to a local tax or rate
levied 1n respect of the premuses used for the purpose of the bust
ness No deduction 15 allowed for any other local ra e vr tax such
as for example local taxes varving according to the income or
profits of 4 busimess Nor 15 anv deduction on account of a local
rate or tax on property allowed from the tnnual value of property
which 15 taxable under section 9  Sumiluly no allowance 1s per
mussible on account of ncome tax or super tax pud by an as<esses
Where property, profits or mams are hable to tazation 1n other
countries or bv other authorities in British India 1l these anthon
e are taxing the sime propertv or profits for different purposes
In the Patna High Court Case No 102 of 1920 m the matter of
Raja Jovt1 Prasad Singh Deo of Kashipur (I, Srimvasan’s Tax
Cases page 103) 1t was held that the amounts pud for cases by
a person deniving an income from rent of collieries and from
royalties on the amount of coal rused from the collieries are not

"2
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bo be deducted in computing the amount of his assessable income
and 1t was clearly stated that “‘the payment of a tax which is
conditional on the making of an income and which has to be
caleulated on the amount of such income after it has come into
gxxsten?’e cannot be said to be expenditure for the making of such
Income’’.

_(ii) Agam 1n the Madras High Court, Case No. 11 of 1920,
Chief Commissioner of Income-tax, Madras, versus The Eastern
Iﬂ)gtellsion Australasia and China Telegraph Co., Ltd., (I,
Srinivasan's Tax Cases, page 120), it was held that in computing
the profits of a non-resident company under the provisions of rule
33, the taxes payable in other countries in respect of the profits of
the company are not to be deducted.

70. Tazation of a Hindu undivided family. (Sections 14 and
25-4.).—() A Hindu undivided family is treated as a separate
entity for income-tax purposes. It is taxed like an individual at a
graded scale according to its total income and no account is taken
of how that income is distributed amongst the individual members
when such individual members are assessed to income-tax or
super-tax in respect of their separate income. This applies even
'In cases where the amount of the income of the Hindu undivided
family is less than Rs. 2,000 and is, therefore, not liable to taxation
in the hands of the manager of the family. The same remarks
apply to super-tax.

(#)) Section 25-A will only apply if a member of a Hindu un-
divided family claims that it has become divided. If, however,
the family prefers fo go on heing assessed as undivided though
really divided, the Income-tax Officer has no authority o act under
this Section. If the Income-tax Officer has not passed an order
under section 25-A () in respect of o Hindu family hitherlo
assessed as undivided, such family shall be deemed to continue to

be a Hindu undivided family.

(ii1) The taxation of the income of a Hindu undivided famﬂ._v
thug differs from the taxation of the income of an unregistered
firm since where the profits of an unregistered firm are not liable
to taxation in the hands of the firm. such profits are taxeq in the
hands of the individual partners both for the purposes of income-
tax Tsection 14 (2) (D) and section 16 (I1)] and super-tax (section
55 p;oviso), and where the profits are taxed in the hands of the
unregistered firm, the share of such profits of each parfner 1s
included in his “total income’” for the purpose of determining f,he
rate at which he shall pay income-tax on his other income [section
16 (1)]. '

(iv) Where the income, profits and. gains of a mem})er of ag
undivided Hindu family consist of his personal earnings ain.q
acquisitions by his own exertions, they must be treated as ‘¢
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self acquired property and not ag joint fanmly property, unless they
flow from the employment in business or otherwise of the joint
Aunds

() Khojas (and Cutchi Memons), not bemng Hindus, joint
farmilies composed of such persons are not Hindu undivided
farmlies for the purposes of the Act

(¢4) Jan and Sikh undivided famuhies should be treated as
Hindu undivided families, unless m any particular case, the
assessees clain that they should not be treated as such Where
=uch & claim 15 put forward, 1t 15 for the assessee to prove the
-existence of some special custom or practice applheable to the
family in question which would Justify its not being treated as a
Hindu undivided farmly

(vu) For the method of serving notices or requsitions on a
Hindu undivided famly see paragraph 137

71, Tazation of a firm —(@) For the difference between a regis
tered and unregistered firm, see paragraph 10

(1) While 1ncome tax 1s leviable on the profits of a regstered
firm at the maximum rate (see Finance Act) and while under
section 48 (2) 4 member of a registered firm 15 entitled to get a
refund both 1n cases where the income of the member 1s below the
mimmum chargeable with income tax, and 1n cases where the
maximum rate 1s greater than the rate applcable to lus total

mcome, 1t 1s deswrable that, so far as possible such refunds
should be avoded

(1) The question of refund does not anse 1f the personal mn
«come of none of the partners hable to Indian Income tax including
his share 10 the Firm (whether he be resident or non resident) 1s
less thap Rs one lakh In other cases, if each of the non resident
partners 13 a British subject or a subject of an Indian State and
produces with s indinidual return of come adequate evidence of
the amount of s foreign mcome that 18 to be taken into account
an determining his claim to a refund, and all the resident partners
Gf any) file returns of ther mndividual 1ncomes, the Income tax
Officer, on being satisfied that the whole of the profits of the
registered firm are accounted for 1in these personal statements,
should charge the partners direct at the rate appropriate to ther
total income

(1v) In view of sub section b of section 48, tiis procedure can-
mot be apphed to the following cases —

(1) Tirms 1 which one partner at least 1s a non resident
foreign subject (other than a subject of an Indisn
State) to whom no refund can be due 1n any case
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(2) Firms in which one pariner at least is a non-resideut
British subject or subject of an Indian-State to whom
4 refund may or may not be due—that is, who has
nov yet produced adequate evidence as to the amount
of his foreign mcome.

(3) I'irms in which in addition to non-resident partners.
there is any resident partner who has not filed a
return of his total income.

(8 The demand nolice 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 issued to the partners in.
respeet of their shares of the profits of the firm. The position will
be just as though the firm were an unregisiered firm. If a partner
has other income he will be assessed on that, separately, and of
course his total income will include his share of the profits of the
firm. The share due by each partner of the income-tax on the
profits of the firm should be intimated to him informally, with an
indication that this is done merely as a matter of convenience and
docs nnt affect the liability of the firm as such for the income-tax
on the whole of its profits. Separate assessments on partuers will
also have to be made for super-tax, if necessary.

(vi) Tor the method of setting-off a losg of profits of a registered
firm against other income of a partner see paragraph 94.

(z1i) In computing the total income of a member of a registered
firm or unregistered firm for the purposes of income-tax or super-
tux there should be included in that total income ‘‘such an amount
of the profits or gains of the firm as is proportionate to his share
in the firm’’. This particular phraseology has been adopted in
section 14 (9) (b) and in the proviso to section 55 in order to make
it clear that it is the proportionate share of a partner in the whole
of the assessable profits of a firm that is to be taken info account
in determining his total income, and not merely the amount that
he removes from the possession of the firm. Some partnership
deeds, for example, provide that the partners cannot remove more
than a certain proportion of the profits in any year or, again, that a
certain proportion of the profits must be distributed in charity. 1t
is now made clear in the Act that it is the whole of his propor-
tionate share in the total assessable profits of the firm that is o be
taken into account and that that proportionate share cannot be
reduced by any consideration of how those profits are utilised.

(i) Tor the method of dealing with a change in the constitu-
tion of a firm see paragraph 96.

(iz) For liability in cases of discontinuance of a business owned
by a firm see paragraph 97. -
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(x) Tor the method of serving noticeg or requisitions on a firm
see paragraph 137

72 Tazatwon of assocwations of mdiduals-——Section 14 (2) (c)
and Section 23 A —An association of individuals other than a
firm Company or a Hindu undivided family, 1s hable to 1ncome
tax and super tax s 1f 1t were an mndividual  Tax 15 not payable
by an assessee 1n respect of any sum which he receives ag his share
of the profits or gams of an association the profits or gmns of
which have been assessed to income tax, but such sum will be
mcluded m s “‘total income” to determine his lhabibty 1o
ancome tax and the rate applicable to him

78 Lzemptwns on account of bfe msurance (Section 15)—
(1) Under the provtsions of section 7 (1) proviso and section 15 an
abatement of 1ncome tax 15 given, after the assessment of the tax

bag taken place, on such portion of an assessee’s income as may
have been—

(1) deducted from his salary under the authority and with
the permussion of the Government for the purpose of
securing + deferred annuity to lum or makig provi
sion for his wife or children [section 7 (1) provise],

(12} pud by him to an Insurance Company in respect of an
msurance or deferred annmty on hig own hife or 1
the Ife of his wife, or

(12} pad by lum as a contribution to any of the provident
funds mentioned 1n paragraph 23

Provided that the total amount on which an abatement will be
permitted under this provision msy not exceed one sixth of the
total mcome of the assessee

(1) Contributions to the Widows, Orphans and Old Age Con
{inbutary Pension Fund, 1925, are exempt from incote tax sinew
they are deducted under the authonty of Gosernment from the
salaries of the soldiers concerned for the purpose of secunng to
them a deferred anmuty and of making provision for their wives
and cinldren

(11i) Compulsory allotments from a soldier s pay made to Ius
wife 1n Tingland under Article 886 of Royal Warrant for Py, are
exempt from income tax since they are deducted under the 1utho
ity of Government, for purposes of making provision whether pre
sent or future for the wife

(1) Deductions at source on account of contributions made by
an officer to provide passage moneyv for his widow and orphans
under the Indiiy Military Service Tamly Pension Regulations ard
the Indian Militiry Widows and Orphans Funds Regulations are
<esempt fiom 1ncome tax as the contributions are i the niture
of hfe msurance prema  Tfnder the rules, n certificate of health
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is required before an officer can contribute and the contribution
which he has to pay is regulated according to the age of the officer-

concerned.

(v) Out of the premia paid in respect of a policy that covers.
the risks of sickness and-accidental injury and also the risk of
death, only so much as is attributable to the risk of death (from.
Whatsoever cause) 1s admissible as deduction from the income-
liable to tax. The portion of the premia so attributable should be-
settled in consultation with the Insurance Company concerned,.
whose formula should be accepted unless there appears to be some-

strong ground for modifying it.
(vi) No rebate of income-tax is allowed on any sum withdrawn
by an assessee from his Provident Fund in order to pay his life-

insurance premium.

(vii) Rebate of income-tax in respect of a premium paid on ac-
count of life insurance is admissible to a partner of a registered
firm individually whose income is taxed at source, in addition to-
the refund of tax to which he may be entitled under section 48.

(viii) It 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 his wife, and not any other form of insur-
ance whatsoever. The solitary exception is in the case of a Hindu.
undivided family in the case of which insurance are permissible:
on the life of any male member of the family or of the wife of
any such member and not merely on the life of the head or
manager of the family. But though insurances on the life of a .
child do nob entitle the assessee to the concession, it should be-
noted that certain kinds of insurance which are for the benefit of°
the child should be treated for the purposes of section 15 as insur-
ances on the life of the assessee. Policies are often taken by
assessees with a view to securing a provision of a lump sum for
their children for their marriage, education or other purposes at.
a stipulated time and the sum assured becomes payable on that.
date even if the subscriber dies after paying one premium only.
An insurance of this kind is really an insurance on the life of the:
assessee as it is designed to secure in the event of the assessee’s
early death (though not immediately after his death) a benefit
considerably greater in amount than the annual payments which-
he has made and consequently contributions to such policies are:
eligible for rebate under section 15 (1). The criterion that should
be adopted in such cases is whether or not there is a contract de-
pendent on the life of the assessee.

(iz) For the purpose of an abatement claimed by an assesses
under this section insurance premia payable in sterling should be
converted at the rate of exchange in force on the day on which the-
premium payment was made in cases where the assessee is unable-

to state the actual cost of remittance.
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() The margmal relef allowed under section 17 and the
exemptions referred to 1n section 7 (1), proviso to section 8, and
section 15 (1) should not be regarded as alternatives The cotrect
method of working the two sections concurrently 1s o8 sHustrated
w the following example —

(us) If 2 man’s total income 13 Rs 5,010 and he pays Rs 100
as Insurance premia, the tax he should pay 1s that on Rs 4,99
smnus Rs 100 (=Rs 4,899) at sx pies plus surcharge at % pie plus
Re 11 'The tax payable will be the same as if his total income
15 BRs 5,010 of which Rs 100 15 dernved from tax free securities
or from an unregistered firm that bas been assessed to income tax
but if the Rs 100 were derned from a registered firm, or from
«dividends the total tax to be suffered 1 ould be Rs 180 4 against
which credit would have to be given for the tax indirectly suffered
<on the share of the firm’s income or the dividend, Rs 1411 g0
that the net sum payable would be Rs 165-9

(0) The following ponts should be borne 1 mund 1n applying
section 17 where a portion of the assessee’s wncome 15 derived from
an unregistered firm that has paid income tax —

(i) Income tax 18 not '‘paysble’ by o partner 1 a firm on
his share of the firm's 1ncome

(1) Relief 18 to be given to an assessee 1n respect of the
‘‘income-tax payable by him”

(1) Section 17 1s to be applied (a) ‘‘where necessary”, (b)
m order to “‘reduce’” the tax and (¢) so that the
result of an assessee’s total 1ncome exceeding a sum
after which the rate of tax nses, shall not be that
the extrs tax due to the mse 1n the rate 15 greiter
than the excess of the total income over the max-
mum sum liable to the lower rate The section 15
not to be applied where 1t 18 not necessary to do so,
that 15, where the result of applying 1t would not be
to reduce the trx

(v) Tor the purpose of caleulating the tax payable by an
assessee under section 17, surcharge imposed by the Indian
Tinance Act, 1935, should be calculated on the rate of tax appl-
<able to the next lower stage of mcome and then to the amount
of tax so arrived at should be added the amount by v fuch his total
ncome exceeds the next Jower stage without adding any surcharge
-on the latter,amount For example, the tax payable on an in
come of Ry 5,000 w1ll be the tax pajable on Re 4,999 at the rate
of 6 pies per rupee, vtz , Rs 136 4 plus surcharge of 8% per cent
on this amount, p1iz, Rs 130 plus the difference between
Rs 5,000 and 4,999, mz , Re 1. Surcharge will not be cakulated
on the whole amount of tax, o1z., Rs 157-4 but only on Rs 156 4
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) B : IR . )
g I();)]z)lé)f"or marginal relief in respect of super-tax, see  para-

76. Deduction of the tax at source.—(j ; ;
provides for the deduction of tax at the (s)oziiztlofs lgjs?fnz}isﬁc&
51;32 ;gfattgzn. at the source referred to in paragraph 11. bIt pro-
for o 11;00;16-2&){ If)e‘lglg de_dufz’ted b‘)‘r' the persons responsible
before such Pay ents ) Iialarles or “interest on securities”
soction also T p yfnen s rea'tc the hands of the recipients. The

also requires all persons responsible for paying any inierest
uot being interest on securities, to a non-resident to deduct at
the time of payment income-tax and super-tax therefrom if the
amount of such interest exceeds the maximum amount which i
not chargeable with super-tax. Similarly where a dividend pay-
able to a non-resident shareholder exceeds the maximnm which is
not chargeable with super-tax the company paying the dividend
should deduct super-tax at the time of payment. In respect of the
two last mentioned sources of income the Income-tax Officer is
also empowered to direct the person responsible for paying them
to deduct tax if he has reason to believe that the total income of
such non-residents will exceed the maximum which is not charge-
able with super-tax, The tax so deducted is paid over by the
persons makiug the deduction to the credit of the Government of
India within the period specified in rule 10 along with a statement
giving the details shown in rules 11 and 12. Such deductions of
income-tax are under sub-section (5) of section 18, treated as
payments of income-tax on behalf of the persons from whose in-
come or interest the deduction was made and credit is given to
them in the assessment of their income if an assessment is made
of their other income, The form of return of income that has to
be made under section 22 (2) prescribed in rule 19, therefore, pro-
vides for the tax previously charged upon the income being set
off against any additional charge, while section 48 (3) provides as
an alternative for a refund in cases where the rate deducted is
greater than that applicable to the total income of the assessee.

(#) Section 18 (2) (a) of the Act provides that all payments on
account of salary made out of India by and on behalf of Govern-
ment shall be included in the amount on which tax is deducted af
source in India. All leave salary paid in the United Kingdom or
Government servants on leave in the United Kingdon:
or the Colony has been exempted from tax, vide paragraphs 17
and 38. Any sterling overseas pay or other sum that may be paic
in the United Kingdom or a Colony to an officer on leave in the

i 1 ] on account of his salary while on
TTnited Kingdom or the Colony _ lis salary while o7

is. therefore, exempt from incorne-tax.
e i : E n India does not affect the

art of the leave salary is drawn in ' : '
1;xemption of the balance drawn in the ]Jmte;d .ngdom or o
Colony. The part of the leave salary that is paid in sterling 1

a Colony to
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the Umted Fingdom or s Colony to an officer on leave 1 the
Tmted Kingdom or a Colony should not, therefore, be included
m the mncome from which tax 1s deducted at source by the officer
paying him the rupee portion of the leave salary in India  Ibe
same principle applies to other payments faling under “‘salines’
within the meamug ot section 7 of the Act made partly n  India
and partly out of India and exempt under any notification 1ssued
under section 60 of the Act The salary paid 1 the Umted kang
dom or a Colony to an officer on duty in the United Jungdom or a
Colony 15 exempt wrespective of whether 1t include steiling over-
seas pav or ot o also vacation salaries pad m the United King
dom or a Colony when on vacation therein

(17) Any person required to mahe a deduction under section
18 who fails to do so may himself under sub section (7) be deem
ed to be an assessee 1n default 1n respect of the tax while be 15 also
Tiable to be prosecuted for an offence punishable under section 51
(@) A penalty can also be 1mposed under section 46 (1) for such
default 1f the Income tax Officer 1s satisfied that such persons has
wilfully failed to deduet and pay the tax The words ‘‘person
responsible for paying’’ used 1n section 18 (2) should be interpret-
ed as referring to the person entrusted by the employer with the
duty of paying salanes and not to the employer himself 1f he does
not Inmself pay them and this apphes also to the case of an em-
ployee entrusted bv an employer with the payment of his (the
employee's) own salary

(w) Peisons making deductions at the source are indemmfied
for the deduction under section 85

(v) The provisions of this section obviously cannot apply to cases
wheie the payments are made outside British India as  for
example, the payment of ‘‘interest on securities’ in Indian Stites
or 1n foreign countnes or the payment of “‘salames’ by foreign
employers to residents in Bratish India Tt 1s for this reason that
rection 19 of the Act specifies that in any case where income-tax
has not been deducted 1n accordance with the provisions of section
18, the tax 15 payable by the assessee direct This provision covers
not only cases where the employer or the person piving ‘“‘interest
on securities’” does not resmde wn British India, bet also cases
where owing to an assessee's salary being less than Rs 2,000 mn-
come tax has not been deducted

77 Deduction at source of tax on *‘salaries” —(1) The Act of
1918 provided that where a payment was a non-recurring payment
the tax should be deducted at the rate appropriate to that particu-
lar sum as f 1t were the whole of the assessee’s income, and that
where 1 payment was a recwrring payment, the tix should bhe
deducted on the assumption that the total mcome of the assessee
amounted to twelve times the recurring sum  As these provis ons



ave rise to a consider : v tro :
fssessccs and their cmplol,’:’lg'lse f;n\?-gﬁtazf toll{l;lecessaly' tlouble' o
section 18 (2) of the Act now ()i‘ovides th-ah é Somg-tax o oriies
shall be made at a rate whic%x should ‘e"UCtlons rom selary
at a1 ich d approximate as closely as
ﬁD»sxble to the ;’:tte }npp}roprmte to the total assessable income of
1€ ssussee - the head “‘salaries’ ;
the I)ersmf ‘ ;:d(tifiii):rb ixizg;]nc-f:}%??b "{‘md IF f}srther i
‘ ducting ) x'from “‘salaries’’ to rectify, in
(ss‘u!)scqgmnt, de(mcm,:ns, mistakes made in previous deductions.
Thus, if an employd’s regular monthly salary is Rs. 500, the tax
would be deducted by the employer at the rate appropriate to
Re. 6,000 but if such an employé received a commission or bonus
or arrears of pay or officiating allowance amounting to Rs. 5,000,
the employer is empowered not only to make deductions in future
at the raio appropriate to an income of Rs. 11,000, but also to
make up the deficiency in previous collections owing to the lower
rate having been applied. :
(i1 Salaries are <ometimes paid or adjusted annually. Mean-
while, the employee may draw (and even overdraw) against the
salary due or that will become due to him. If employers claim to
deduct as business cxpenses the sums thus drawn by their em-
ployees, this can only be done on the ground that the sums re-
present salary  and therefore, tax should be deducted abt source
from all such sums. When it is found that tax has not been de-
ducted, the emplavee should be assessed direct on all such sums
if thev have been allowed to the employer as business expenses.
If they are not o allowed, they need not be taxed in the em-
plovees’ hands whether by deduction or by direct assessment till
the drawings are adjusted against salary actually earned and are
claimed as business expenditure by the employer.
(fif) The obligation to deduct income-tax under this head now

applies to all employers.

(iv) For the power of an employer to allow abatements on
account of insurance premia see pavagraph 73. As regards private
employers, it may be noted that it is open to them to make these
allowances on account of insurance premia or not according as 1t
may suit the convenience of themselves and their employés as, if
such rebate is not given when the tax is deducted ab the source,
it may be claimed by the employé in the following year, if he is
assessed under section 23, either as a refund or as a set-off against
any amount due by him.

(v) As regards the meaning of the word ‘‘salaries” see para-
graph 36.

(vi) For the deduction from ‘‘salaries’ of arrears of tax due
see paragraph 115.

. Deduction at source of tax on ‘‘interest on 368’1711‘»1‘65"
(Se'czzsparagraph 39).—(@) The only securitie_as. of the Centr:}l G'OV;
ernment (other than income-tax free gecurities) from the interes
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on which income-tax 1s not deducted in advance are Treasary
Balls

(11) As the person paymg mterest on secunfties has no mnform-
ation regarding the total mncome of the person to whom the vay-
ment 15 made, section 18 (3) provides that deductions of 1income-
tax from ‘interest on securnties’ shall be made at the maximum
rate fixed by the Finance Act "Where the total mcome of ihe
person recetving the mterest on securities 1s less than the income
to which the maximum rate applies, he 1s entitled, under the pro
visions of section 48 (3), to claxm a refund In order to simphfy
the procedure n connection with refunds, section 18 (9) mahes
1t oblhgatory upon the person deducting income tax from the
nterest on securittes to 1ssue to all secunty holders a certificate m
the form prescribed 1n rule 13 or 13 A specifying the amount of
tax deducted fron the mterest and the rate at which it has been
deducted The form of certificate attached to rule 13 1s suit-
able for Government secunties only, while that attached to rule
13-A provides for secunties 1ssued by local anthorifies and
companies and covers the case of scourities payable to bearer It
frequently happens, however, that secunity holders hand over
their securities and bonds to their bankers for collection TIn that
event the certificate given by the person deducting the mcome-tax
from the security would be given to a bank for a whole block of
securtties  In such n case the Income tax Officer should accept
a certificate from the bank 1n the following form, and act upon 1t
as 1if 1t were a certificate recerved direct from the persons deduct-
ing come tax from the security —

¢ We hereby certify that interest on the varicus recunties specified on the
back hercof was collected by us on behalf of

an
that we received payment or were credited with the proceeds thereof (less
mcome taxy as stated on the other mde amounting ta Ry

The securities specified ate envered by certificates 1ssned fo the Bank under
section 1B (9) of the Indian Income tax Act, 1922
Bignature of Banker
Address
Date
To be mgned by the claimant

T herehy declare that the securities on which interest as above specified has
leen received are my own property nd were in the posression of
at the time when income tax was deducted
Signature
Date

{N ' —The secutities tn be produced when requited n smupport of any
dam )"
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Reverst or Fonys,

Schedule of securities.

—_—
N, d Date of
descr? ’)t',]it(;n £ ] ihesment of Period for Amount of
m-culrit‘n o mtnrnst: aftor | which intorest intorest (less Remark
ics. deduction of | has been paid. | income-tax) 8.

income-tax,

et st s s e,
e e e

————— —
.

J

(i1]) A person who has other income liable to tax nay, instead
of claiming a refund, get the amount set-off against the amount
due from him in the assessment made on him under section 28 by
filling up the form prescribed in rule 19.

(iv) The certificate under section 18 (9) must be vaken by the
Income-tax Officer of the arvea in which the claimant or assessee
is assessed or resides (see rule 39) as conclusive evidence of the
payment of the tax, both where a refund is claimed in cash and
where a set-off against the tax assessed on other income is claimed.

(v) While these arrangements will facilitate the making of re-
funds, it is desirable that refunds should be avoided as far as pos-
sible. There are, for example, certain institutions, authorities
and funds, the income of which is exempt from tax under the pro-
visions of section 4 (8). Similarly there are persons whose assess-
able income is less than Rs. 2,000 and who are not, thercfore,
liable to tax. There are other cases where the Inconie-tax Officer
may be satisfied that the income of a holder of security while
liable to tax is not likely to fluctuate so widely as to alter the rate
appropriate to the total income. The Income-tax Officer must,

in all proper cases, on application made by the assessee 1ssue

a certificate authorising the person paying the interest on securi-
ties to make no deduction of tax or to deduct tax al a lower rate

i i i i sidents
than the maximum. The certificates will be granted {o res:
outside British India by the Income-tax Officer. Non-residents
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Refund Circle, Bombay, and to others by the Income tax Officers
concerned Such a certificate mght be mn the following form —

Income tax Office

Dated 193
To

1 hereby authorse {1)

to deduct 1ncome tax at the rate of (2) pres m the rupee
when paying the inferest on the following securiies to thewr present holder

{3) he authorisation will remaim in force until
<ancelled by me

Description of securities

(1) Name and address of person paymp the interest (2) Rate of Incoms
tax sanctioned  (3) Name of person recewving interest

Tncome tax  Office

(v1} Ruch cerfificates when 1ssued shouid remain 1n force unfif
they are cancelled and should not be reqmred to be renewed
annually

(ou) The person, who should apply for exemption certificates
1 respect of interest on securities belonging to estates vested in
the Admmstrator General or the Offial Trustee will be the
same as the person who 1s entitled to claim a refund in respect of
such securities as explamed in paragraph 116 below

(vi) When the owner of a security to whom a certificate 13
granted according to these instructions has endorsed the securty
to s bank for collection of interest, the officer responsible for
paying the interest 1egards the bank as the real holder of the
security and takes no cognisance of any arrangement that may
have been entered into between the real owner of the secunty
and the bank with the result that the certificate standing in the
name of the real owner of the secunity granted by the Income tax
Officer becomes moperative ~ Again sometimes the collecting
banhs purchase securities on behalf of their constituents and hold
these n their own names and do not endorse them n fuvour of
their constituents who are the actual owners I such cases the



P. 78-79.] 249

owners oblain exemption certifica X

f‘lmﬁs 'Olli production I3)f the bank’stega,gmgugt]:d;nﬁ?gggéx ?;sbhoci
in their {fuvour and other proofs i . : ue
bility of paying oiﬁceri ile[plgois tlf Pooossany. "I‘o avpld the Doss1-
in all suc using to act on the exemption certificat

A such cases, Treasury Officers I : ¢
such certifs ? y cers have been instructed to act on
§ rbificates, when presented X T : )

i b ec In respect of securities referred.
to above, if together with the ex t1 i :
by the bank )'sb ner xemption certificate a declaration
b b Mu; pz‘opezl'):;s;?tﬁ?e to 1t‘lsle effect that the security continues.
cmption certificate. person named as the owner in the ex-
]lldfflql’l) é\t%)élc‘zyliions for refm;d. of income-tax from residents of an.
e l(;c'l 0 own securities whether of the Central Govern-
: & loca authority or a Company or hold shares in a Company
im British 1ndia should, as in §he case of residents outside India,
e made t.o, 1the Income-tax Officer, Non-Residents Refind Circle,
Bombay'. The Incomeﬁ-ta,x Officer will, however, allow a claimant
w}m 1'031((@5 i an Indian State, the option of receiving payment
of the refund ‘through the Political Officer in that State, that is
to say, the relund voucher that will be issued by the Incomé-tax
Officer will be made payable, if the person applying for the ve--
fund so desires, at the Political Treasury of the Government of”
India 1n the particular Indian State, or if there is no treasury-
under the control of the Palitical Officer, at the prescribed British.
Indian Treasury.

79. Securities held by Indian States or by Ruling Princes and’
Chiefs.—(i) An Indian State is not assessable to any income-tax
ovr super-tax except under the Government Trading Taxation Act,
1926 (111 of 1926), that is to say, unless the State carries on a
trade or business. Interest on securities held by Incian States is,
therefore. not taxable. Interest on Govermment securities alone
held by Ruling Princes or Chiefs as individuals, that is, not as.
the property of the State. is taxable under the law, but 1t has
been exempted under section 60 of the Act (item No. 8§ of para-
evaph 17}, It is, therefore, no longer necessary that the authon-
ties responsible for the payment of interest on (Fovernment sect-
rities should be supplied with information enabling them tfo is-
criminate between those that are the property of the State and
those that are the property of the Ruler; but it is still necessary
that such authorities before paying the interest without deducting
mcome-tax should have evidence that the income-tax authorities
are satisfied that the particular security in question is eligible to-
exemption on ane or other of the grounds already mentioned. No
such evidence is required where Government securities are held in
the names of the Rulers of Indian States in the special non-trans--
ferable form prescribed by Rule 38 of the Indian Securities Ruies.
1920 : but in other cases. a State or its Ruler claiming the pay-
ment of interest free of income-tax should forward a certificate
that it is. or he is. the owner of the securities in question throngh
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the Political Agent, or Resident of the State (a) 1f the secunty 1s
an the form of a stock certificate, to the Income tax Officer witn
whose jurisdiction 1s situated the Publhc Debt Office which 1ssued
the stock certaficate, (b) if the secanty is in the form of a pro
mssory note or a bearer bond,—

(a) When the mterest 15 payable at a Public Debt Office or
a treasury i British 1ndia, to the Income tax Officer
within whose jurisdiction such Public Debt Office or
treasury hes, and

(b) when the interest 15 paysble at a treasmy outside
Bntish India, to the Income tax Officer Non res:
dents Refund Cncle, Bombay

(1) The Income tax Officers mentioned will in turn grant ex-
emption certificates i the form prescribed in paragraph 78  the
exemption certificates will be 1ssued 1n  duphecate 1n regard to
securities 1 the form of stock certificates or Promissory motes,
one copy being sent to the State or the Ruler concerned and the
other for purposes of registration direct 1n the case of stoch Certy
ficates to the Pubhic Debt Office of domicile where the stock certr
ficates are registered and n the case of Promissory notes te the
Public Debt Office or the Treasury Officer responsible for paying
interest thereon

(ut) As regards Bearer Bonds, the certificates will be 1ssued n
tniphcate, the onginal being sent to the State or the Ruler .on
cerned, the duplicate copy to the treasury responsible for piy-
ment of coupon relating thereto and the triphecate copy to the
Public Debt Office within whose sphere such treasury 1s situated

(10} The exemption certificate pertaining to securities mn the
form of promissory notes or bearer bonds given to the State or the
Ruler concerned should be produced before the Public Debt Ulfice
or the treasury each time the promissory note or the coupon
attached to the bearer bond 1s presented for payment of mterest

(v) In the case of stock certificates or promi>-crv noies, an ex
emption certificate will remain valid until erther—

(a) 1t 15 cancelled by the Income fax OZexr, €

(b) the security 18 transferred fo <oT= €i2T per<en  (mam
the State or the Ruler ip whose == 5~ <*roz || =
time when the cerfificate ve w22l e

{c) the security 1s chanmed = w02 T v o
e g., from a stock cernlzan . T
bearer bonds o ~x7 . X
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( ) cas

_ (oil) The above orders refey to Government securities only, th
mtcrest_. on whicl is cxempt in the case of Indian Stateg asy, / 1(1}
as lt}d.mn Princes or Chiefg as stated above, Ag regards o&ir
fecurities oiz., those of local authorities and companieg referred
to in section 8 of he Act, only Indian States are exempt, In
order to hm’gz exemption certificates fo such securities, the State
concerned will similarly send g certificate stating that it is the
owner of the securities fop which exemption is claimed through itg
P()!ltlf?:ll. Agent or Resident to the Income-tax Officer within whose
Junisdiction the Public Debt Office or the office of the local autho.-
Ity or company s situate and on receipt thereof that officer will
grant an (:‘.\en.vption_certiﬁcate in accordance with the above direc-
tions sending a duplicate thereof at the Same time to the ‘authority
cmpower:d to pay interest op the securities concerned. No-

thing in these instructions relates to dividends of companies.

(viif) The procedure laid down in the preceding paragraph may
interest not being “‘Interest on

also be adopted in the case of
securities’” which is liable to be taxed at source under section 18
(3B3) when it is to be paid to an Indian State in respect of money

belonging to it and when such income is not liable under the Gov.
ernment Trading Taxation Act, 1926 (ITT of 1926).

(tx) Relund of any tax already deducted at source which

should not have been deducted under these instructio_ns, will also
be allowed by the Income-tax Officer empowered to issue exerup-
: orders, provided that the claim there-

tion certificates under these | .
for is presented within the period prescribed by section 50 of the
Act, through the Political Agent or the Resident of the Stafe con-
cerned.

(x) The position in regard to dividepds received by a State
from a Company in British India in which it holds shares is en-
tirely different from the position in regard to interest on secumge?
held by a Etate. Tax on interest on securities deduetedhu]rfl e;
section 18 (3) is paid by the person who deducts it on beha fo
the owner of the security; where the owner is a State, 1t is &f
with which the State was not properly chargeable as a State ISC{“?J
assessable to any income-tax or super-tax except under t'hethw;:
ernment Trading Taxation Azt:8 EI fofﬂlgiéic.t stb;;f;u;g ’éie tle;‘l .
fore admissible under section 48-A of the _
imi i i : her hand, the profits
limit prescribed by Section 50. On the ot' . nd, the profis

any are taxed as such and the tax is not paid by
(zl‘fogl;;r?;'p onybehalf of the shareholders. Any claim by a State to
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a refund mn respect of dividends can onlv anse not because the
income was 1ncome 1n respect of which the State was not ab nufe
chargeable with tax but m virtue of section 48 of the Act

80 Deduction of tax from nterest other than interest on
securittes —Before the passing of the Indian Income tax (Second
Amendment) Act 1933 there was no provision n the Act for de
duction of tax at source from any interest other than interest on
secunities  Section 18 of the Act as amended now provides for
such deduction which 12 however restricted to payments made to
non residents alone “Where the Income tax Officer has reason to
beheve that the total income of o non resident to whom such
nterest 1s paid  will In any year exceed the masimum which 1s
not chargeable with super tax, he may direct the person payn,
such 1nterest to deduct income tax and super tax at the rate deter
mined by him to be appheable to such non resident s total 1n
come Lven 1f no such direction 1s made by the Income tas
Officer the person paywng interest to any person not known to be
a resident 18 still under an obhgation to deduct 1ncome tax and
super tax 1f the amount of interest pmd exceeds 1 the aggregate
the maximum which 18 not chargesble with super tax In that
case he must deduct 1ncome tax on the entire amount at the rare
applicable to 1t and super tax on the amount by which such total
exceeds maximum amount not chargeable with super tax at the rate
appheable to such excess T'mlure to deduct such tax renders him
liable to be treated as an assessee 1n default and to be prosecuted
under section 51 (@) A penalty may also be mmposed on  him
under section 46 (1) 1f the farlure 15 walful

+ 8l Deductions at source of tax on didends declared by Jomt
Stock Companies —1Tt often happens that the holders of shares
m Joint Stock Companies like the holders of securties authorisc
therr bankers to collect dividends on thewr behalf When they
do 80 1t 15 the practice of the persons distributing the dividends wo
1ssue certificates under section 20 1n the name of a bank for the
whole bloch of shares held by the banl on behalf of 1ts constituents
fo that 1t 1s not possible for n mdmdual assessee for whom
dindends are collected bv his banhers to produce the certificate
required by rule 14 The Income tax Officer should ordinarily
accept a certificate from o responmble officer of a bank in the fol
fowing form and act upon 1t as if 1t were a certificate received
direct from the person responsible for distributing dividends —

We hereby certify that dinidends on the vanous shares spe
caified below were collected by us on behnlf of and that we
recerved pivment or were credited with the procecds thereof
amounting to Rs
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'T'he dividends specified are  covered by Certificates issued to
‘the Bank under section 20 of the Income-tax Act, 1922,

IMPERIAL BANK oF INv1s, Drrositors’ DrparTMENT,

Calcutta, 193
Superintendent.
Dato of Amount
Dezeription declaration | Dato of of
of Holding, Period. of tho receipt of divi-
shares, dividends. | dividends | dends.

To be signed by claimant.

I hereby declare that the shares on which diwdendsd as' a'bm',;f
specified have been received. are my owa pgopertyr a? Wtewtllle
the possession of the Imperial Bank of India, Caleuita, a
.Uime when these dividends were realized.

Signature.

Date

1 - d
N.B.—The safe custody receipts and the Bank's pass book fo be produce
7in support of any claim.
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82 Certircaie by a pany to shareholders r g divt
dends  (Section 20 )—(1) The profits of a Company are charged
to ncome tax at the maximum rate 1rrespective of what the
amount of the profits may be (see Finance Act), and the share~
holder of a company, 1s under section 48 (1) of the Act, entitled to
claim a refund on proof to the Income tax Officer that the maxt
mum rate of income tax 1s greater than the rate applicable to s
* total income”  In order to get such a refund, he must produce
the certificate required by section 20 and prescribed in rule 14

() Certificate should however be accepted 1f they supply all
the prescribed particulars, even though they may not be 1denti
cal 1n phraseology or arrangement with the statutory torm of cer-
tificate given 1n Rule 14  The shareholders claiming refunds
respect of dividends pard out of profits of which a part 1s not hable
to Indian 1ncome tax, will only be able to enter approximate
fizures 1 the refund application, and m the return accompanying
1, 1n respect of the amount of tax pmd by the companv on the
dividends, and the amount of refund due but this should nat
prejudice the claimants in any way The Income tax Officer will
accept the certificate but will apply the correct percentage Any
certificate will be accepted that 1s otherwise in order if it shows
either that the entire profits of the company are lable to Indiwn
mcome tax or that only part 15 hable—rrespective of what the
part may be Duphcates of certificates should be accepted 1if the
clamant satisfies the Income tax Officer who has to sanction the
refund that the dividends 1n respect of the tax on which the 1e
tund 15 claimed had actually been paid to the claimant and 1f the
Income tax Officer has no reason to beleve that a refund has al
ready been granted in respect of the same dividends Duphcates.
thould not be accepted unless a convincing reason 1s given for not
producing originals  Duplicates mav be accepted for example 1f
1t 15 alleged that the originals have been lost and the Income tix
Officer has no reason to doubt the statement, on the other hand
duplicates should not be accepted 1f the originals can be prodnced
though after some delay As 1n the case of the certificate regard
ing tax deducted from mterest on securities mentioned m para
graph 78, where a shareholder in & company 18 assessed to icome
tax on account of income mn his own hands, he may, mstead of
cla\mmg ~ refund ask that any rebate to which he 1s enhtled
should be set off agunet the tax which he 1 personally Imble to-
Py, and the form of return of income for 1ndividunls prescribed 1
rule 19 permits of this set off

le 14 dffers
(1)) The form of the cerhificite prescribed m  ru

from f)he f:rm of the certificate preseribed 1n rale 19 for mcome-
tax deducted from mterest on securties m that 1t s‘mp]ydmb;]mtllns
a statement that mcome tax has been or will be duly pud bv the
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company and that the dividend was declared on i

1t contains no statement as to the rate at w}(:ixicciz t:;gztsal}?eeiat;:
will be levied or as to the amount of tax paid or to be paid. The
reason for this is that in many cases it js impossible to state at
what rate ‘tax has been or will be levied on the particular profits
out of Wl.nch' dividends are paid. The dividends of a company
may be distributed from profits made during the course of a finan-
cial or commercial year before the rate of tax is known, or may be
distributed from reserves maintained for the equalisation of divi-
dends and composed of profits earned in previous years. It should
therefore, be assumed by Income-tax Officers ip connection with
these particular certificates that tax has been levied in respect of
the dividends at the rate current on the date on which the divi-
dends were declared since this is the rate to be taken into account
in dealing with a claim for a refund under section 48 (I).

(tv) The form of certificate also provides for cases such as that
of the tea companies which do not pay income-tax on their entire
profits and gains distributed as dividends.

(v) The amount of income-tax so assumed to be payable by
the company in respect of the dividend declared has, under the
provisions of section 16 (2) to be added to the net dividend receiv-
ed in calculating the total income of the individual shareholder.

(vi) The following instructions may with advantage be follow-
ed by persons granting certificates prescribed by section 20 of the

Act :—

(1) The statutory form of certificate of deduction of income-
tax prescribed by rule 14 of the Indian Income-tax

Rules should invariably be used,

(2) Either (a) the certificate should be printed on the same
sheet of paper as the actual warrant with a line of
perforation to permit of its being detached, or (b)
the dividend warrants should be machine-numbered
while every certificate relating to a particular divi-
dend should be given the same number as the corre-
sponding warrant. There are cases in which Banks
collect dividends on behalf of their constituents and
companies send the banks consolidated dj_vidend
warrants in payment of all the dividends due n res-
pect of the block of shares for which the bank 1s
acting, and at the same time send separate cerfifi-
cates for the shareholders by whom the shares are
owned. In such a case if certificates are issued to a
Bank for say twenty constituents, relating to divi-
dend warrant No. 1, the certificates should be num-

bered by hand 1/1, 1/2, 1/3 to 1/20.
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(3) The practice adopted by certain companies of either
attaching red shps to the ceruificates drawing the
attention of recipients to the need for their careful
preservation for a year or two or of printing this
caution i red 1nh on the face of the certificate
may be generally followed

(4) A note should be printed on the certificate to the effect
that shareholders may claim refund of tax wunder
section 48 (1) of the Act in respect of their dindends
if their personal rate of tax 1s less than the maximum
rate

83 Annual return of employes. (Section 21 )—() Under sec-
tion 21 read with rules 15, 16 and 17 a return 1n the form presenb-
ed m rule 17 must be made of all employés deriving an income of
Rs 2,000 per annum or over by the Government officers mention-
ed in rule 15, by every private employer and by, in the case of
local authorities, companes or other public bodies or associations,
the ‘‘principal officer * (see paragraph 7) “‘or the prescribed
person””  The provision that i the last mentioned case the re
turn 18 to be made exther by the principal officer or “the preseribed
person’ 1s d d to avold difficulties expenenced particularly n
the case of companies, owing to the provision of the Act of 1918
which required = that the return should always be made by the
“prmncipal officer”  Where a company, for example, has got
several places of business, 16 1y be more convenient for the
company that the returns under this section should be made not by
the principal officer at the headquarters of the company but by
officers at different branches, since this particular retwrn has as o
rule to be made to the local Income tax Officer, ¢t e, to the Income
tax Officer of the place where the employés happen to reside  The
Lability for maling this return remans under section 21 with the
prineipal officer unless another person 1s prescribed 1n the case of
parhicular compames Such a person must be prescribed by
means of a rule made by the Central Board of Revenue [see sec~
tion 2 (10) and section §9 (2) (e)] The object of the return 1s to-
enable Income tax Officers to see that the tax has been deducted
at  the source under section 18 (2), to arrange for adjustments
where the collections at the source have not Leen made correctly
and to assess “‘salaned’’ persons under section 23, whether the tax
has been collected at the sonrce or not, where the salaried persons
have other mcome than “‘salary”

(1) This section preseribes that the return must be delivered
to the Tncome tax Officer but does not state to what particular
Income tax Officer the return should be made Thery Income tax
Officer has, under the provisions of section 64 (4), all powers con-
ferred by or under the Act on an Income tax Officer 1n respect of

-
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any income accruing or arising or received within the area for
Wluch_he is appointed irrespective of whether the particular in-
Como 15 assessed by him or not. In most cases 1t is convenient
that this return should be made to the Income-tax Officer of the
area 1n wlnqh the emplovés reside, but in some cases it may be
ore convenient that the return should be made to the Income-tax
Officer of the area in which the headquarters of a wide spread
busmess is situated. Tt s for the TIncome-tax Commissioner in

<ach doubtful case to decide o what part
¢ S at particular Income-tax Officer
this return should he sent. P

(115) The return prescribed under this section is the return of
all employés  who during the period of 12 months ending 31sb
March last were in receipt of salary of not less than the prescribed
amount of Rs. 2,000, and the return must be furnished to the In-
come-tax Officer in the proper form before the 1st of May. The
obligation to make this return is a statutory one and no prelimi-
nary notice or request from the Income-tax Officer is required.
Failure fo furnish this return is punishable under section 51 ()
-of the Act.

84. Return of imcome by companies, [Section 22 (1).]—The
return of the total income of a company must be furnished to the
Income-tax Officer before the 15th 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 obligation to make this return
is a statutory obligation upon the ‘‘principal officer’” (see para-
graph 7) of the company, and it is not necessary that the Income-
tax Officer should send any preliminary notice or request fo ighe
company or the prineipal officer concerned. Failure to furnish
this return 1s punishable under section 51 (c) of the Act.

] g ' Sec-
. Return of income by persons other than companies. L :
timg,? 1(?.‘5) ]t.—--(i)f The form of return of total income of individuals

ivi ilies 1 g in rale 19 which

y Hindu undivided families 1s prescribed in ru !
ﬁll o ;');scribes the form of the verification of guc}} .return. In this
cave 1 upon the individual, firm or

€ tatutory obligation rests ( )
"cqla'ssdgouzdivideés famil; to make such a return until a notice has
Zirst been served by the Income-tax Officer requring such a re-

turn. The notice must allow a period of 30 days for the furnitsil-
ing <‘)f the return. The only exception t(; this rflg .relstgosr;o th:
o y e likely to leave India be
assessment of persons who are  Jeave India belore b
. he financial year and are not likely to return. _
(czgjssees ?tf :vifl be sufﬁcignt if a period of not less than seven fdauysl c]kf
'a]}owed to make the return. If, however, on receipt of sv

. s . Hore L
notice, the return is not furnished within due time, such failur

o make a reburn is punishable under section 51 (¢) of the Act.
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(1) An Income tix return 1s not o * public document’ and
therefore no one his wny right to inspeet or to receve o copy of 1
The following persons shauld, however, m practite be slowed 1o
do s0 —

(@) m any case the person who actually mado the retmn

(b) any partner (hnown to be such) 1n o firm regustoied ot
untegistered to whose income the rcturn rolates
and

{c) the manager of 4 Mindu wndivided famly to who«
income the return refates or any other adult miemn
ber of such family who has been treated an repres nt
mg 1t that 13 on whom a notice or requimtion las
been served under section 63 of the Act

(1) A return under section 22 on which the word Jo s hns
been wntten, without any figures or in which mil' hag beon ¢n
tered agoanst each item, 15 not a valid return (cf Ceutts Thigh
Court cace Ram Rissendas Bagn versus Commssioner of [n o
tax, Bengal, TI, Snmvasan s fax Cases page 821 I, thercfore
such a return 1s filed by any person the Income tax Offi cr ¢in
proceed after 1sswing a notice under gection 22 (H and mabsn,
enquiries, to as-ess him under section 24 (4) 1f he finds that such
a course 1s justifiable

86 Consequences of failure lo furmish a relurn of snevine —
(i) Where a return 1s not forni bed 1n due turne, vhether 8 b 6
etatutory return which compantes are requirel to furnizh by the
15'h of June under -ection 22 (1) ¢~ wvhether 1t be the  return
chich other percons are required to furnich under sietior 42 ()
on receipt of a notice from the Inwwmetax OF o= c2lr e nupea
them to dn <o, the per<cm fathing to wa'e the iy 1ot /77y
Lab'e to be prosecuted ander srctirn ol fey b tx 7y ,a0s Fer
tndem the provio to <ecien 20 () of the Act a vy o o 42
went reade by the Intome tax Olce” tra e o v = o~ of =
peron falnz to e’ e o » *fore Inth~ e o ¢tz e wvel £
the Ineome tax OSeer oy 27 6 @] s remwmytor (o4 pef
ol 14 Za3s bave elavced frm the e of g £t e ¥t o Ir
come tax OFcemto the £ m z2 T Ea e v e

{ FaTore tors e a rem o, LoTi 7o, CoTrTs o ¥ Tovarr o0

facl. of azr remers whooormer ol of L m s ATt @ e
cent'y made, exrert te re g ean of - gemer T Uo7
thal cocten peon L7 W mies 3 T omAT, v s o

arei=

men st afe~ the renest oF o £ ooer of dermanre of Te W,
tatre Ireprs tox OTczr 2rl 7 Ee 2250 B89 DI ™ P O O7F
vorted by ergenr €7 £ £ DR Su8 TACIT Cus DUeeris £
CZicer ofol cancri t # a0 fe mem”, Th T 377 G X T 33 30
cuce wbers wasrs foram acrlenwrs Fr v fam tee
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<'t11~}se%sfe§3T zfnd proceed with the case de novo. Should the Income-
r:;(v ! u:,:a I1'<3fu§e ‘to re-open the case under section 27, the assesses
e ]It)gcom;uga ;10???12{2:%030 to the é&};ssistant Commissioner, but
- Dtfic es re-open the case, whether I
aﬁcord on an apphc?,tlpn under section 27 or under etlhgfolr]éilg“g;
t'e Ass1sta_nt Commissioner under section 31 on an appeal, and the
T'J.b;essee fails again to make a return, the same pi‘ovisio’ns apply
und no appeal lies against the assessment, Section 22 (2) makes
1t obligatory upon the Income-tax Officer to call for returns from
{zll assessees, and as the success of the administration of the Act
is largely dependent upon assessees making returns of their in-
come, every effort should be made to get every assessee to file %
return. Af: the same time it is desirable that, with due regard to
the fiscal mterests of the Government, all income-tax gf&cials
zil;n;%ﬁ) lizlt(iimmvzster 'th(;e Act in a sympathetic spirit, and in particu-
ive assista i ] '
lling np t%eir nssista sce to assessees if they find any difficulty in

(iti) Sub-section (3) of section 22 is a new provision the effect
of which is that where a person has not furnished a return in due
time or having furnished a return discovers any omission or wrong
statement therein, he may furnish a return or a revised return
before the order of assessment is passed so that where such a re-
turn or revised return has been made the assessee may not be
prosecuted for failing to submit a return in due time under section
51 (¢) snd may not be penalised under section 28 for making a

wrong statement in the original return.

87. Consequence of false returns. Concealment of income and
improper Aistribution of profits. (Section 28).—() A person who
makes a false return vnder section 19-A, or section 22, or sub-
section (2) of section 26-A, or sub-section (2) of section 82, or sub-
section (2) of section 33-A, is liable o be punished under the pro-
visions of section 177 or section 182 of the Indian Penal Code

which run as follows :—

‘177. Whoever, being legally bound to furnish information on any subject
{0 any public servant, as such, furnishes, as true, information on the subject
which he knows or has reason to believe to be false, shall be punished with
simple imprisonment for a term which may extend to six ;no;lthf,’ or with fine
which may extend to one thousand rupees, or with both. .
information which he

182, Whoever gives to any public servant any _ wh
or knowing it to be

knows or believes to be false, intending t.hereby to cause,
likely that he will thereby cause such public servant—

t anything which such public servant ought not to do

a) to do or omi : ) 1
@ or omit if the true state of facts respecting which such informa-
tion is given were known by him, or

b {4) to use the lawful power of such public servant to the injury or
annoyance of any person

. S s . o hich

<hall be punished with imprisonment of either description for a term W
may exhelr)n] to six months or with fine which inay extend to one thousand

rupees, or with both.”
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(n) The returns under section 19 A or rection 22 o1 sub-
section (2) of section 26 A or sub section (2) of section 32 or sub
section (2) of sechon 33 A must be venfied in the prescribed
manner and under section 52 of the Act a false statement 1n anv
such venification 1s an offence pumshable under section 177 of the
Indian Penal Code

(1) Apart from these legal pemalties under section 28 of the
Act 1f the Income tan Officer the Assistant Commissioner or the
Commussioner 15 satisfied that an nssessee has concealed the parti
culars of his 1ncome or has dehberately furmshed inaccurate partt
culars of such income and has thereby retuined it below the real
amount he may direct that the assessee shall pay a penalty not
<xceeding the amo ins of the tax which would have been waided
sf the return had been accepted as correct TIf the profits of »
registered firm have been distmbuted otherwise than in ecord
mce with the shares of the partners as shown in the instrument
of partnersp registered under the Act goverming such distribu
tion and any partner has therebv returned s income below
ats 1eal amount the Income tax Officer Assistant Comm ssioner
or Commussioner as the cise may be may impose simlar penalty
on the partner concerned and no refund or other adjustment shall
be clmmable by any other partner on this account

(tv) Penalty under section 28 1s leviable i the course of anv
proceedings under the Act provided that the facts justifying the
imposition of 2 penalty under the section are established Tle
Act however does mot authomse the imposition of n penalty in
the course of proceedings under section 34 for a supplementary
assessment i respect of any concealment cf income in the course
of proceedings 1n conuection with the omginal assessment wn the
case concerned (¢f Allahabad High Court decision i the case of
Mayaram Durga Prasad oversus Commmssioner of Income tax
Umted Provinces) Ihe offender wall however be hable to &
prosecution under section 52 of the Act or any section of the
Indian Penal Code other than section 177 thereof referred to 1n
eection 52 of the Income tax Act

(1) Clause (4) of section 28 however provides that where o
penal assessment under that section 1s mnposed bv the revenue
uthonties no criminal prosecution for an offence shall be st
tuted on the sume facts It 15 obvionsly not desirable that there
should be room for a possible conflict between the revenue and
judicial  authorities and 1t 1s also unreasonahle that a double
Tunishment should be provided for

(o) A eriminal prosecution cannot under section 53 (1) of the
Act be instituted except at the wstance of an Aswistant Commms
sioner In most cases action under section 28 will be effective
slthough in more serious cases a pr tion mght be 1 hed
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88. Production of .

- 0] accounts. [Secti :
section (4) of section 22 the I.ncgme-ﬁ»og ggﬁ '(4).]———(1) Under sub-
call UPOD any person h{lble to make 2 cer 18 empowel.ed to-
accounis or documents as h a return to produce  such
empower hij as ne may require. It does not, hov

power hum to ask the assessees to s nof, however,
and loss account which they do not gli('epare oS ke o profi
require for their own purposes; all tl ready possess and do ot
tax Officer to do is to call {o ’a‘ 186 1t empowers the Income-
or arc believed to be. in exigterclcczgunt% ;md documents which are
may be called for whether a return h 1@ procuction of acoonnts
stated in paragraph 86, it is o] as or has. not been made. As
of the a ° ’ always desirable in the interests both
Chonld O;sstes_secs and of the Government that Income-tax Officer

btamn a reburn of income bef h ] >
I, Lowever. such t ore they make an assessment.
» ; eturns are not fortheomi
far as possible, obtain th coming, fhey should, so
. [ , ¢ accounts of the asses Agai i
return 1s made the Income-tax see.  Again, if a
¢ -tax Officer has power ¢ :
accounts wherever he considers it power fo call for
testing the accuracy of the retur necessary for the purpose of
Curs urn, It is, however, des:
the least ‘ g . , however, esirable that.
sy tp_oswble Inconvenience should be given to assessees by
etention of their accounts by Income-tax Officer:
cometax G U -tax cers and In-
ommissioners should take steps to see that accounts
are not detained for any undue time or for any unnecessar ur—l
pose. Steps should be taken to secure that the services of c};n}; e-
{)en{; tzg»;:}d reliable Accountants where employed by assessees shogld
litu i Esed to the fxfllegt extent by the Income-tax Officers. The
atter from their experience should soon know what particular
Auditors can be relied upon fo give accurate figures. Where &
statement of profit and loss filed by an assessee bas been certified
zcx)sm(;:):rxsezi atllg conllplete1 by such an Accountant, the Income-tax
ould, unless they see reason to the contrary, accept the
statement as correct and complete with regard to the facts men-
tioned in it, aithough he will frequently have to call for details
showing how various figures are made up. But in such cases the
Accountant himself when authorised by the assessee to appear on
his behalf should be asked to supply the details. Income-tax
Commissioner should take steps to secure that the services of* such
Accountants are fully availed of.

(i) The proviso to sub-section (4) of section 22 prevents any
Income-tax Officer from calling upon an assessee to produce books
of account going back for a period of more than three years prior
to the “‘accounting period’’. This Limitation applies merely tor
pooks of account; it does not apply to docaments. No limitation
is placed by the Act upon the power of the Income-tax Officer to

call for documents of any date.

(#if) Neglect to furnish accounts or documents asked for by
the Income-tax Officer under section 22 (4) is punishable under
section 51 (d) and, further, under the provisions of section 23 (4)
read with section 30 (1), any person who fails to comply with the
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requisition of the Income tax Officer for the production of accounts
or documents may not appeal under <ection 30 against the assess
ment made whether he has made a return or not If the assessee
18 o reqistered firm the Income tax Officer may cancel its regs
<ration  He 1s 1n exactly the same position as a person who did
not make a return in the first instance, his only remedy bemng
that described 1n paragraph 86 (1 e , under section 27)

89 Dwidence wn assessment proceedings other than returns and
accounts of assessee —(1) In addition to s gemeral power to call
for accounts, the Income tax Officer where he beleves that a re
turn made under section 22 (2) 1s mncorrect or imcomplete, han
power to call upon an assessee to attend or to produce or cause to
be produced evidence of the correctness of his return 1f an
assessee fails when required by an order under section 23 (2) to
attend or to produce evidence in support of his return, he is nov
hable to any penalty under section 51, but failure to comply with
such orders has the result of placmg the assessee 1 exactly the
same position as a person who faled ongimally to make a return
[see section 23 (4)], that 15, he may not appeal aganst the order
of assessment or tahe any action ofher than action under section
27 ag described in paragraph 86 If the assessee 1s a regstered
firm, the Tncome tax Officer may cancel 1ts registration

(12} Under section 23 (3), the Income tax Officer 15 empowered
10 utihse any evidence bearing on the assessment which he may
obtun of Ius own motion, while under sections 37 and 88 be can
enforce the attendance of any person for this purpose and compel
the production of the information that he requires

(1) The following special nstructions sbould be observed
caling for information from rallway admimstrations —

@) The 1nformntion must be relevant to an mdividual
“gsestment TIncome tay, Qfficers should not, for
instance, ash for o complete statement of all consign-
ments to or from a particular station

(b) The demand for mformation must be couched m defi
nite terms  Tor nstance, 1t must state whether the
particulars are required with regard to outgoing or
mncomng consignments and name the stations with
regard to which the information should be collected

(¢} The reqmstion for nformation should always be sent
to the Agent of the Railnay admimstration concern-
ed  There 1s no objection, however, to Railway
officers furmishing information direct to the ncome
tax authonties without the ntervention of the Agent
where the Agent has no objection to their domng so

Section 37 gives power to call for railway books
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/: .
{iz} Excernt as vided in secti 19-A es 42 apd 4
‘.} 2u DrOl SRty 111 &-U.ZOD i-_"-... and B'ﬂ}vs ..‘_ aud ’3

>

2 cowcnany  should not equired 1
Lapy o sh - Le reguired fo furpish e T
AT ] 1 ] t0 furpish the In -tax
ch&r wth a return of the persons (with thei LY Jneometax
ime L eing gomme :be persons (wath thelr addreszes) for the
ing Leng appearng 07 tae share register of the compant and the
2IMOUTis i the axvidends peid or payable 1o such persons éur'Ln
any panicular pepred o oo Guing
el I;;mil%a}; renod. Svel z duiy would be burdensome o the
IpAnY With no correspondi ivantage ini i
To Py R o cor espondaing advantage to the administzation.
7 or by reasonr that 11 section 39 of the Act provision is made
a0 Uie shiare rems ermiste i £ 3 S -
rp;vvrt:frr" aTe regisier, the register of debenture holders and of
DS SAS AL Sl I anv ) 1 1 ;
morigegees 0}.3 any company are open o the inspection of the in-
o e-1ax aut or:iies. who may also take copies or cause copies io
:vrt;z».r:n Oi any eniries In such regisiers. Sinee the power 10 in-
€ 1:;:,‘.. ag{d take copies of such register is specifically conferred by
= ;i!})n u-):} no izcome-iax auiborities utilising these special powers
be cailed upon to pay anx fee for i i “copies und
) d ug ¥ anz for inspection or copies un
e Companies Act. ) d i
( - cer 3 H Ao ~ fod >, o r
e ”,-Eﬁ,d‘ir sectio 20-A enii Rules 42-4 and 43-A any person
':_po.n:x_) ¢ ior paving any interest mot being “‘interest on secu-
ritles”" is s T 5
véi i Jsze%mred t? furnish on or before the 15th June every
_re: O;h .--;nco‘zpe-la:»: Oﬁcer_'m whose jurisdiction he resides, a
i i J-ri;; ! owing the mames and addresses of all persons o whom
Fm‘mc t 1ed[-re vious vear he has paid interest or aggregating the inte-
rest exceeding Rs. 2,000 together with the a2mount paid to each
such person.

‘ci} The Bill as originally framed contained a provision em-
povwering an Income-tax Oficer to require information o be given
rezarding specific payments shown in the accounts of an assessee
where there is reason to believe that such payments will become
hable to tax in the hands of the recipients. This particular pro-
vision was omitted by the Select Committee on the Bill as being
entirely unnecessary because Income-tax Officers have ample
powers to disallow any payment shown in the accounts of av
assessee where proof of the payment is not forthcoming.

(vii) Section 37 also provides for the issue of commissions. The
scale of diet money and travelling expenses for witnesses sum-
moned under this cection shonld be that prescribed for attendance
in civil courts in the Province concerned.

90. Personal attendance of assessee.—(i) While section 23 (2)
empovwers the Income-tax Officer to require a person making a Te-
turn to attend at his office, under the provisions of section 61 any
person required or entitled to attend before any income-tax autho-
rity may either attend in person or be represented by a person
dulv authorised by him in writing. The penalty to which an
assessee who failed to attend when required to do so by an Income-
tax Officer was liable under the Act of 1918, has been qmltfred
from section 51 of the present Act. While there is no obligation
on an assessee to attend in person at any stage of the assessment
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proceedings or before any mcome tax authority 1  connection
with any proceedings under the Act, and while he m.y be repre-
sented at any such proceedings by any person he pleases to autho-
nise 1n wnting failure to attend or to be so represented has the
result that the assessee loses any night of appeal aganst the
assessment

(i) It should, however, be particularly noted that the prowisions
of section 61 merely refer to attendance Returns and verfications
required under the Act must be signed either by the assessee him-
self or by some representative duly authorised for the purpose in
proper legal form so that his acts will bind s principal

(u)) It 15 desirable that tax payers should be allowed to use
whatever agency they please for the purpose of reprecentu g thewr
case, and whatever person they authorise to represent them
whether he be an employé, an accountant or any other personm,
has presumably been selected by them as the person having the
best knowledge of thew accounts and financial position, and such
person 18 enhitled to appear before any income tax authonstv and
to give explanations and produce evidence regarding any pomts
of doubt that may arise

91 Assessment of Bogus Companies and Fums  (Section
23 Ay — (1) The object underlying the itroduction of this cection
15 to prevent the avoidance of mcome-tax and super taa by corr-
pantes, firms or other association of mdividuals by the adoption of
certain devices Where the Income tax Officer 15 satisfied that <
company, firm or other association of indmduals 15 adopting any
of the devices mentioned 1n sub sections (1) and (2) of section
23-A he should obtain the approval of the Assmstant Commissioner
io assess the individual members on their share of the profits and
gans and 1f 1t 1s accorded proceed to assess accordingly The
Asaistant Commussioner should give the firm, company o1 asso-
ciation of irdividuals as the case may be, a hearmng before he
directs the Tncome-tax Ofticer to reframn from deternming  the
sum payable as ncome-tax by 1t and make the aseess nent on the
members

(1) Section 23-A 15 not one of the sections mentined v sec
tion 58 Consequently ‘‘Income-tix' 1n section 23 A (1) and (2
means '‘Income tax and super-tax’’ Tt follows that the Income-
tax Officer under these sub sections must refrain from determming
the amount of their ncome tax or super tax pajable by the firm,
association or company

92 Assessment of temporary residents —() Before the passing
of the Indimn Income-tax {Second Amendment) Act, 1933, there
was no provision 1n the Act for the 1ssue of a notice under section
22 (2) before the close of the financial year for the purposes of
assessing the mcome of that yen  The absence of such a prov
sion enabled tourmg theatrical compames and other temporary

L



P. 92-93.] 958 )

3

residents as also persons ab ' i
;dence to escape income-taxoig‘tfeggﬁﬁ? %lbhen' ntry beton po Test
of the year. The new section 24-?? o gou_ntry before the closo
-assessees under assossmont. . Wi, .;s' esigned to bring such
_ Officer that a porson man oy Ingi ; (’iappears to an Income-tax
shortly after its expiry and may not rebu?xr)l'nfi %II%_CUII' oot Jear or
?Ofrsltlszdup011' ﬁhlm'requiring him to furnish a retl;in lfnn;flg :Zfrve
29 ) fIV_en ed In the same wmanner as a return under sectiox(J3
) » of his_total income for each of th 1 i
"_‘fhronlil the period from the expiry of the l:sl? %Tgrfcfsg prewfo » ylegn'ls
‘he has been assessed and of his estin al income. for fhe
%);1%1}(1)2 gfoglbiihed etxpiry of the last sucilt?:gnfglt:f}eén;ggsoggrygalfr:
. Dbrobable date of his departure. The minim gl ith-
iy © of I ) um period with-
dye IC'I‘lil :%ﬂéoilliatu}n ShOl%Id be required to be made Is seven
e-tax Officer may in the exercise of his discretion
allow any period exceeding this limit according to the circumstan.
ces of each case. Such a nofice is a notice under se;tion 2 (2}-
and all the provisions relating to assessment apply thereafter. The
assessment shall be made for each completed previous y.ear in-
clnded in the period of assessment at the rate at which such {otal
Income would have been charged had it been fully assessed. As
regards the period from the expiry of the last of such previous
years to the probable date of departure the Income-tax Officer
should estimate the total income and assess it at the rale in forco
for the year during which the asscssment is made.

(ii) It should be particularly noted that this seclion should not
be used to assess an income which has escaped assessment or has
been assessed at too low a rate in respect of which the Income-tax
Officer cannot issue a notice under section 34.

93. Assessment of deceased persons. (Scction 24-B1.—() This
section provides that an executor, administrator, or other legal
representative of a deceased person shall be treated as an assesgee
for the purposes of an assessment on the income of a deceased per-
son. There was no provision in the Act for the assessment of the
incomes of deceased persons before the passing of the Indian In-
come-tax (Second Amendment) Act, 1933, with the result that
such incomes escaped tax. The Act as now amended has stopped
that loophole. The liability of an executor, administrator or other
legal representative in respect of tax due by the deceascd is, how-
ever, confined to the payment of tax to the extent to which the
estate of the deceased is capable of meeting the charge.  The

o of income-tax on the income of a deceased person does

charg
rior to other charges to which the estate may

not rank in any way p
be liable.
ments

cedure to be followed in making such assess :
ase

Where no notice has been served on a Qcce
2(9) or 34 as the case may be, a notice may

(ir) The pro
is as follows. W
person under section 2
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be served on the executor, admmmstrator or other legal represen—
tative and an assessment made as if such person was the agsessee
‘Where notice has been served on a deceased person, but no return
has been made or where the return made 1s 1 the Income tax
Officer 5 opinion 1ncorrect or incomplete the Income tax Officer
may assess the income and determine the tax pajable Tor the
purposes of making such assessments, the Income tax Officer may
require the executer, dmimstrator or legal representative of the
deceased to produce documents or other ewidence under sections
22 and 23  All the provisions of the Act reliting to the assess
ment and callection of a tax 1pply to these c1ses  “ee also para,
graph 118

(11i) Where an assessment 15 made 1 pursuance of sub sections
{2) and (3) of section 24 B, the assessment should be regarded 1s
one made under section 23, smce the legal representative of the
deceased 13 for the purposes of the Act the assessee All the con-
sequences of an assessment under section 23 will therefore follow
e ¢, u notice of demand can be 1ssued to the legal representativs
under section 29, and an appesl can be filed by lum under sec-
tion 30 or other rehef sought by lum m the circumstances and to
the extent that mumilar reltef could have been sought by the
assessee had he been alive

94, Sct off of loss under onc head of wncome aganst income
under another head -——(3) Under the Act of 1918 1t was the aggre
gate amount chargeable under each of the separate heads men
tioned 1n sections 7 to 12 of the Act that determined the total and
taxable income of an assessee so that when a person carried on
trade or profession and also had an mncome from house property,
if he bad actually meurred a loss from the trade or profession the
fizure adopted under that head m arrvng at the aggregate
amount of the mcome chargeable to tax waes nil and not a minus
sum Under the provisions of section 24 of the Act a loss under
one head of income may now be charged aganst profits under
another 1n the same year Where a minor has been admitted to
the penefits of & partnership a claim can be put forward on s
behalf for set off under sub <ection (2) of section 24 1n respect of
tus share of any loss sustuned by the firm  See paragraph 10

(11) Sub section (2) of section 24 only applies speaifically to
the cise of a registered firm but the Madras High Court 1n & case
{Commssioner of Income tax, Madras versus M Ar Ar Aruna
chalim Chettiar, 1 I T C 278), has held that under the provisions
of section 24(7) a partner 1n an unregistered firm 13 entitled to
set off his share of the net loss incurred by the firm in the same
carcumstances and to exactly the same extent as a partner mn a
registered firm  This view has been upheld by the Privy Counail
m the case of Rm_Ar Ar Rm Aruntchialim Chethar cersus The
Commissioner of Income tax, Madras (Pnivy Council Appenl No
29 of 1935) The result 13 1s follows A firm owning property or

12
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having income from a business and being in recei inte
g t of interest on
sgcllumes would, under the provisions gf sub-secIt)ion (1), be e?i-
itled to set-off a loss from the business against its income charge-
able in respect of interest on securities under section 8 or property
under section 9. But it might happen that a firm might incur a
net Ioss,. In which case it would not be liable to tax. Sub-section
(?) specifically provides for such a case.

. Illustration.——z.& firm has property the annual value of which
is Rs. 2,000, has income from interest on securities amounting to-
Rs. 1,000 and carries on a business from which it incurs in one
year a loss of Rs. 10,000. The firm is entitled under the provi-
sions of sub-scction (1) section 24 to set-off the loss from business
against the annual value of the property and the interest on secu-
rities, and its total income would be minus Rs. 7,000. A who 1s
a partner in the firm having a share of one-half in the profits
thereof, has other personal income of Rs. 6,000 from interest on
sccurities. Te is entitled under the provisions of sub-section (2)
to spt-oif his share of the net loss from the firm (viz., Rs. 3,500)
against his personal income and would be assessed on a total

income of Rs. 2,500.

.(1'1'1') Vthere an individual is a partner in two separate firms of
which one js registered and the other unregistered and has no
separatle personal income, he should be allowed, in dealing with
any application for refund under section 48, to set-off his share of
any net loss incurred by the unregistered firm against his share of
the profits of the registered firm. For example, ‘A’ having a half
share in an unregistered firm, which incurred a mnet loss of
Rs. 2,000 in one year, had in the same year no personal income
liable to assessment to income-tax in his own hands, but had a
similar share in another registered firm which had made a net
profit of Rs. 10,000. Such cases will be rare and should be dealt
swvith on the basis of real income, i.e., in the case above quoted ‘A’
should get a refund so adjusted that he shall suffer finally tax of
5 pies in the rupee on his real income of Rs. 5,000 minus Rs. 1,000
i.e., Rs. 4,000. The same principle would apply if both firms
were registered. Where the situation is reversed that is where
the registered firm makes a loss and the unregistered firm a_profib
obviously no relief can be given. Nor can an unregistered firm

claim to set-off losses of the individual partners against the income

of the firm. But a partner in a registered firm should be allowed
to set-off loss incuwrred in his individual capacity against his in-
come as partner in dealing with any application under section

48.

(jv) Similarly if ‘A’
income of Rs. 1,000 fro
Rs. 3,000 from dividends, he should
of Rs. 1,000 against his income of Rs.
on the balance of Rs. 3,000.

has a loss of Rs. 1,000 in business, an
m interest on securities and an mcome O
be allowed to set-off his loss
4,000 and should be taxed
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(vj In the same way, 1f A borrows money to buy secunties or
shares and the interest on the loan exceeds the interest or divi-
<dend that he receives, he 18 entitled to set off the excess of the
anterest paid over the interest or dividend received aganst any

other taxable mcome Eee paragraph 39

(i) The correct procedure 1n such cases 15 to ascertsin the
tutl income after allowing the set off, caleulate the tax on that at
the appropniate rate (apply sechion 17 if ths arcumstances justafy
such a course), credit the tax ‘‘suffered’”” on the dindends on the
-one hand and debit any refunds granted under section 48 on the
other and collect or refund the balance as the case may be

(ou) ¥From the pomt of view of equisy 16 18 obviously reason-
able to allow o set-off in these cases, from the legal pont of wiew
1t 18 1wcorrect to argue that section 24 (1) 1s inapphcable to such
cases on the ground that income from dividends or income denived
from a firm 1s not (from the pomt of view of the shareholder or
partner) mcome falling under any of the heads mentioned m sec.
tion 6—Section 24 (1) Obwiously sach ancome must fall under
one of these heads, otherwise (a) 1t could not be included .n the
total mncome of the shareholder or partner, but 1t is so meluded-—
section 16, and (b) the shareholder or partner could 1 no ¢ircums-
tances be nssessed ndividually on such income, but under secuon
14 (2) he 1s assessable on such mcome 1f 1t so happens that the
company or firm has not been assessed Consequently such -
come from dividends or from a firm must fall under one of the
heads m section 6 Income from dimidends should evidently be
regarded 1n the hands of the sharebolder as income from Other
sources,”” while income from a firm should be regirded m the
hands of the partner as income from ‘‘Busmess” On the other
hand the partner or shareholder 15 not an ‘‘assessec’ in respech
«of such income unless the firm or company has not been nscesced

95, Mew busmness —As stated i paragraph 14 assecsments
under the Act are made op the profits of the previous year”
When & new busmess 1s started, therefore, no assessment will, 43
a rule, be made 1n the first year, and the assessment 1n the second
year will be made on the profits of the preceding year  The only
-exception 1s that referred to in the next paragraph

96. Business closimg down —(i) The only exception to  the
general rule that assessments are made on the profits of the pre-
vious year 15 contuned 1n seetion 25 (1) where, 1 order to guard
agaunst a possible loss of revenue owng to delay 1 making assess
ments on the profits of businesses, professions or vocations that close
down duning the course of « finanewal or commercial syear, 1t 18
pronided that m such cases in addition to the assessinent on the
1come of the preceding year a further assessment may be made
in the year i which a business, profession or voeation 1s closed
down, on the income of that yeir Sub section (2) of that sec-
4on 1mposes o statutory obligation on persons discontimmng s

o
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!tl)lt]zsmes_s,l prof(issmn or vocatiqn to give notice of such discontinu-
ce within 15 days of the disconfinuance,

(t) It is to bo noled that these hrovisions appl ' ‘usi
nesses, professions,. or vocations, tha% is to say, I;(I)) ;rggg cfs éaﬁg
taxable under sections 10 and 11, and further, that they only
apply to any business, profession or vacation on which income-tax
Wwas not at any time charged under the provisions of the Indian
Income-tax Act, 1918. They do not apply to any business, pro-
{ession, or vocation 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.

) €D Thq power to make this additional assessment under sec-
tlon 25 (1) is a discretionary power which may be exercised whe-
ther the business, etc., is a purely temporary business commencing
and closing down in the same year, or whether it is a business
that has been in existence and has been previously taxed under
the present Act. It should only be used in cases where there is
reason to anticipate that -the tax may not be collected unless the
assessment 1s made in the year in which the business, etc., closes
down. Where there is reason to believe that there will be no
difficulty in making the assessment and collecting the tax in the
usual manner, that is, in the year after the business closcs down
and on the profits of the year in which it did close down there is
no necd to use the special powers conferred by this sub-section.

(iv) The profits to be taxed under the provision of section
25 (1) are the profits accruing between the end of the last *‘pre.
vious year’’ of which the profits have been taxed and the date of
the discontinuance of the business. Further, the vale to be applied
in taxing the discontinued business under sub-seclion (1) is the
rate in force in the year in which the assessment is made.

(v) Where a business, profession or vocation had bax charged
on it under the provisions of the Income-tax Act of 1918, the pro-
visions of sub-section (I) to section 25 cannot be brecught into use
for the assessment of any such business. On the contrary for
reasons given in paragraph 14, it is, under the provisions of sub-
section (3) of section 25, not liable to tax in resp‘c‘ct of profits or
gaing for the period between the end of the last “previous year
and the date of discontinuance, but is entitled to substitute the

profits of that period for the profits of the last “‘previous ,)’"ear”.
the case of o business whose *‘previous year” ends

For example, in :

on 3l1st I\Earch, if it closed down on fi\hrfch Et%St’ 1923, 15_5 issgals:g
i -ofits for the year enaing

ment for 1922-23 will be on the profits %ycn,r g S1at

1922, or at its option, on the profits of its ' !
%:fgllll 1923. If such ar,) concern closed down on 20th Appml, JS){‘;’Zt,
it would still be assessed in the year m which it C]?SET‘EI 1?3\ n;qgg
the assessment would be on the year's profits to 315!;_ ,1%1{)(:21 0%
or at its option on the profits of the ,r'nonth of April N H'l'and ié
however, the concern’s ‘‘business year ends on 30th Apri

.

-
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<loses down on 30th September 1922, its assessment mn the yew
1923 24 would be on the profits of its year to 30th April 1922 or
at 1ts option on its profits from st May 1922 to 30th September
1922 'Lins special provision apphes only to 1 business, profession
wor vocation on which tax was charged under the Act of 1318, u:d
when a clam for this concession 13 made, 1t must be supported by
proof that tax had been charged under the Act of 1918 in respect
of that very busmess profession or vocation

(p1) An assessee should be allowed the benefit of secuon 25(8)
af (I) he has (for example) both a business and a profession and
discontinues only one of them or (2) has more businese thin one
and discontinues one or more but not all of them provided that
they are genumne distinet busmesses for which separawe accounts
are maintained, and not mere branches of a single busmess The
secton should, of course only be pphed to the income ¢f 51y
profession or business that 19 actnally discontinued

(ou) A claim to be asscesed under tis eub section may be
admitted 1f 1t 13 made not later than the end of the vear tollowing
that 1n wlich the business, profession or vocation 15 dirontinued

N B —Trhe provisions of section 2o apply to tle complete stoprage or dius
<ontinuance of 3 business profession or vocation a1d do not apply to any change
in the proprietors/ip  Where there 13 any change in the propnetorship metely
ihe prorisions of section 26 apply (cee paragiaph 98)

(vi1) Where a business profession or vocation 13  completely
<iscontinued and 18 not merely transferred from one proprietor
or set of propietors to another, the person who carried on the
discontinued business s responsible for the payment of e tax,
and where the proprietorship was vested mn o firm section 44
specifically provides that the persons who were members of the
firm on the date of such discontinuance are jomntly and eeverally
linble to any tax due from the firm

97, Change 1n the consttution of a firm  {Section 20 (1) }—
As amended by the Indian Income tax (Amendment) Act, 1928
{IIX of 1928}, section 26 now consista of two parts the first part
dealing wifh changes i the constitution of a firm, and the second
part wath changes in the ownership of n business, profession or
vocation Under section 26 {I) the nssessment on the frm and
on the members thereof shall, subject to the prowisions of this
Act, be made ac 1f the firm had been constituted throu hout the
previous yuar as 1t 1s constituted at the time of miking the as
sessment and 19 f each member had recetved the share of the
profits of the year proportionate to s interest mn the firm t the
time of mthing the as essment T'or example, if A’ hagpens to
be + member of 4 firnm when an assessment 15 made m the vear
1922 23 even if \' has newly succeeded to the partnership just
Defore the assessment 1s made, he 15 deemed, for the purpo es of
Doth mcome tax and super tax, to have received out of the profits
of the year 192122 (wiuch are the profits asscssable in the vear

-
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1922-23) the share to which he would have been entitled hiad hig

share in the firm been the : :
assessment, was madc Same as 1t was in 1922-23 when the

98, Succession. [Section 98 (2).]—G) Thi i i
}fncgrpt?l'ates the Privy Council decision)in t;:%%:setc;rlgn “Ilrlllzlqh
Curf Club case, applies only to cases in which a business, prof .
ston, or vocation has changed hands. The assessment m’u?t I?)S-
made on the successor as though he had been carrying cbn the;cr
business, profession or vocation and as if he had reccived the
whole of the profits for the year. The calculation of the profits.
?};ogld of cou?;e be ma}c)le with reference to the state of aifairs
e accounting vear but the rate of tax to ' ill be
that applicable to ‘the successor. ¥ {0 be applied wil be

(f1) Where one person succeeds to several businesses. a single
assessment should be made on the successor in respect of the pro-
fits of all his predecessors and of himself, if he existed or did
business in the previous year, taken together. Losses of any
predecessor should be set off against the profits of the others or
of the successor.

(77) The question whether a succession has taken place is a
question of fact which must be decided with reference to the facts
of the particular case, but it may be laid down that there cannot
be succession to part of a single business. It frequertly hap-
pens that one person is conducting fwo or more separate busi-
nesses to each of which there can be a succession. If ibe parti-
cular business is separable as ¢ whoie from the other activities of

the assessee, there can be a siceession to it.

{iv) When in the year in which the first assessinent 1s made
after succession to a business has occurred, the successor wishes
to adopt a different accounting period from his predecessor’s, the
request should be treated as involving a change of accounting:
period. If the result of this change is to leave an interval be-
tween the end of the last complete accounting period of the pre-
decessor and the beginning of the first accounting period of the
successor, the procedure prescribed in paragraph 6 above for the
assessment of an assessee who has been permitted to change his
accounting period should be followed in all vespects, and the:
nature of the change of accounting period permitted, snd the con-
ditions on which permission is granted should be clearly recorded
by the Income-tax Officer in his assessment order.
has been made under section 26(2) en

the successor to s business on the profits of the predecessor and'
it is found that the profits of the predecessor in the year before
the year of succession have escaped tax, wholly or in part, whe-
ther the succession ook place before or after the assessment of’
the predecessor in the previous year, an assessment may be m%de
under section 84 on the successor an;l not .the predecessor, fe-
cause the expression ‘‘previous year’ in section 26 (2) must reler

(v) When an assessment
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1o the “‘previous year as defined 1n section 2 (11) of the Act for
the purpose of the assessment to be made and not to the year
previous to that 1 which the assessment 18 made, 1f that 15 differ-
ent The fict that the succession resulted 1 a change 1n the
status of the assessee does mot alter the situation

99, Orders of assessmnct —When an assessment order has
been passed under section 23, any -ssessee who applies to the
Incame tax Officer for a copy of the order must be supphed by
Tncome tax Officer with a copy, free of charge subject to the
follawing conditions —

(0} that not more than one copy of an assessment order
should be supphed free and

(b) that o copy of an assessment order applhed for more
than one jear after the order was pisscd should 1ot
be supphed free of charge unless the apphcins satis
fies tle Income tax Officer that 1t 15 1equred for
his use i some proceedings which are pending
under the Indinn Income tax Act 1922 with 1efer
ence to the particular assessment covered by the
order snd which are not time barred

Proposed representations to lugher authority whuch are not cov
ered by any provision of the Act will not be regnded as .roceed
mgs pending under the Act

99-A One copv of any order agamst wluch an appeid cannot
be submutted 1n the prescribed form unless accompanied by such
a copy {t e, any order under one of the following <ection 26 A,
97, 48, 48 A and 49) should be supplied to the assessee fice of
cost and without appheation as soon as the oider hi,  been
passed  One copy of any other order should be supphed to the
assessee on apphcation free of cost If additional copies are
required I exther case, o charge should be made

100, Notiwce of demand —The notice of demand referred to
section 29 and prescribed 1n rule 20 draws o clear distinction be
tween the cases where an appeal hes against an assessment end
where an appesl does not lie and shows the appropriate 1emedy
1o an aggrieved nssessee 1n either case  These notices of demand
should, so far as possible contain the demand both on account
of 1ncome tax and super tix and mnce the total income has to be
ascertamned in every vssessment for income tax in order lo deter
mine the rate at which 1income tax shall be payable on anv -
come for which the nssessee 18 responsible for divect prvment
and as 1t 18 on the sume total income that super tax 1s leviable, 1t
18 desirable that, so far as posmble 1n the interests of eccnomy
-nd conv t t

0 1 the 2 nt both of income tax
and super tax should be made simultancously

101, Appeals to Assistant Commussioner —() The eases 1n
<«hich an apperl mny hie to an Assistint Commussioner agnst

e
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should be heard by enother Assistant Commussioner appointed
ander section 5 (4) to hear such appeals
102, Powers of Assistant Commussioner s dealing with ap-
eals. {Section 31) —(t) The provisions of ths section have
een re-worded in order to make 1t clear that the Assmistant Com-
mussioner 1n entertaiming an appeal has power to remand a case
to the Income-t1x Officer for report or disposal on us ments
and also that the Assmistant Commussioner 15 not required to pass
orders on the actual date of hearing, but may pass orders after
the last day of hearng
() When s document purporbing to be an appeal under sec-
fion 30 1s filed against an assessment purporting lo have been
made under sub section (4) of section 23 1t should be admntted
88 an appeal i Bibar and Onssa (see Kunwarp Ananda, 5 1.T.C.
417); elsewhere, 1t should be treated as an applicaton for the
edmssion of the appeal In neither case should the Assistant
Commissioner make an ex parte order dechmng to enterlamn the
-appeal on the ground that by reason of the proviso to sub-section
(1) of section 80 no appeal lies The assessee should be given a
hearing on the prehminary issue whether the appeal hes, and a
finding should be recorded on that 1ssue  (The notice giving the
assessee an opportunity of a hearing should not be 1ssued i Form
Y. T -18, except mn Bibar and Onssa) The decision on this pre-
himunary ssue will depend on whether the assessment expressed
to have been made under sub-section (4) of section 23 was n fact
«capable of being made under that sub section  If the decision
on this 1ssue 18 adverse to the appellant, the appell will be dis-
mssed (in Bihar and Orissa) or its ad n refused (elsewhew)
on the ground that no appeal hes
(i) An Assistant Cormmussioner wn dealing sath an enpaal
may enhance the assessment made by the Income tax Ofbeor, bub
under the proviso to sub-section (3) he must first give the anmeliant
8 reasonible opportunity of showing cause agmost th= exhanee-
ment The appellant 10 such o case may, under seztlon 02, 2p-
pe1l to the Commssioner against the order of enlznrermeot.

(10) Appeals should never be mmply dismmssed for cefaclt of
appearance—they should always be decided on fFr— rierls, and
s reasoned decision written, whether the appellani Zppears o-
not  If the notice of hearing has not been served m the apu-.
Tant m time to perrit of lus appearng 1p pEER or by plevder
ot the time and plice fixed for the kearing o th appeat the
appenl should not be disposed of, but shosid b 2Zmerned end ¢
fresh notice 19sued to the appellant

(v) In dewlmg with an appeal againsl 22 evmererony A
section 84 the Assistant Commustionsr €25 82l Hv o G
part of the meome that has escaped zsserment 24 ¢ o o=
nssessment  or with anv  enhancement ¢f rete ot 4o ex e
ment He must not therefore enfetzln 2=y +7en fhpr 27
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i;le); treductﬁon of the amount determined at the original assess—
e dgds the amount of the assessee’s income from any source
1d not escape assessment at the original assessmen.

103, Appeals to Commissioner.—No second appeal lies from
orders passed by an Income-tax Officer. <ne appeal is allowed
to the Assistant Commissioner under section 80. The only cases
In which an appeal may be made to the Commissivzer are against
special or'ders p&ssed by an Assistant Commissioner himself,b viz.,
an order imposing a penalty under sestion 28 or an order enhanc.
I0g an assessment in the course of an appeal. No appeal lies to-
the Commissioner in any other case.

103-,{&. Orders in appeal.—A copy of the appellate order should
be supplied to the assessee if he applies for it, free of cost. Addi-
tional copies should be charged for.

104. Commissioner’s power of revision.  (Section 83).—(i)
The period within which an Income-tax Officer may assess in-
come that has escaped assessment is restricted by section 34 and
the time within which an Income-tax Officer, Assistant Commis-
sioner or Commissioner of Income-tax may correct a mistake
apparent on the face of the record by section 85. The Commis-
sioner acting under section 83 cannot extend this period of limi-
tation though he can revise, after it has expired, action validly
taken within 1t. If a Commissioner of Income-tax desires to
exercise his power of revision in any case where moce than a
year has elapsed since the passing of the last ordex by the subordi-
nate authority he should not do so without first consulting the

Central Board of Revenue.

(4i) Where in consequence of any appellate or revisional orderé
or any decision of a High Court on a r.eferenee, the assessme.n.
of a firm is modified in a manner entitling any partner to a re-
duction of the tax imposed on him individually, and for any %'eailon
such relief cannot be given by the Assistant Corissioner in the
exercise of his appellate powers, the Commissioner c;f I*}(;oraf—‘
tax should make the reduction under section 33 regardless of the

period of one year mentioned above.

(#i7) The Commissioner need not make a persoral enquiry, if
any enquiry is necessary, before exercising his powers of revi-
sion. He may cause an enquiry to be made by a subordinate

officer.
section on a Commissioner

i») The power conferred by this sect '
) ? d once in anv particular case. A Commis-

n only be exercise _ \ : . ommi
gi)ner vgfho has once ‘‘declined to interfere” under this sn(,tlon}ls
debarred from subsequent action under that section just m;f e
would be if he had passed an order modifying the assezement.

(v) An order under section 33 me

rely declining to inferfere IS
s
not an order ‘‘prejudicial to the assessee .

A Commissioner 18
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therefore not bound to hear an assessee or s representative be-
fore rejecting a revison petation. The Act, of course, does not
contemplate such pefitions.

(vi) The decision of a Board of Referces under section 33-A 18
not subject to appeal to any Income-tax authority and cannot be
revised by the Commissioner 1n exercise of s powers under sec-
tion 3

104-A, Reference to Board of Referce (Section 53 4) —No
time 1s prescribed m sub section 3 of section 33-A within which
the Commussioner should refer an appeal to a Board of Referees
But every effort should be made to avord delay in making these
references  So far as possible the reference should be made with-
in 60 days at most of the receipt of the appeal

105, Assessment of wcome which has escaped assessment in
previous years —G) Under the provisions of section 34 where -
come chargeable to mcome-tax has escaped assessment n  any
finangial year or has been assessed at too low a rate, the Income-
tax Officer may commence proceedings at any time withm one
period of twelve months rechkoned according to the Gregoran
Calendar from the end of the financial year in which the income
so escaped assessment 1n order to get a full or proper assessment
All that section 84 requires the Income tax Officers to do within
the statutory period of one year 18 to commence proceedings for
assessment It 15 not necessary that the proceedings shounld be
completed within that period

(1) A notice under sectich 34 need not specify the defaled
grounds on which 1t 15 proposed to re open the assessment

(ui) The following form has been preseribed for the motice
under section 34 —

Notice under Section 34 of the Indian Income-tax Act
(X1-22),

Tncome-tax Office.
Dated

To

Whereas I have reason fo beheve that v r‘inm:k‘ fra *
chargeable to mncome-tax 1n the year erdiny the J1s2 ey
,
(a) has wholly/partnally escaped asesreent,

*Here ecter «zr¢
{a), (b} Umorsiex puztwes t e
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(b) has been assess |
‘ ed af i
piog in foose too low rate, that_ 18 to say, at
pee instead of af ples m the r
and I therefore propose— > e
(@) to assess the said in

com '
ot ¢ that has escaped assess-

(b) to re-asses id j
5658 your sald income at t]
. d } ¢
s € correct rate ag

I hereupon require '
he you to deliver to me not later t
:zta\(x:ll]tgn t?O days of the receipt of this notice, a rz;.urga?n the
: orm of your income from g sources chargeable to
income-tax during the said year ending

Income-taz Officer.

<@
%,

1. T. 90.

(iv) If it appears at any. stage of the proceedings that no in-
vome has escaped assessment or been assessed at too low a rate,
the Income-tax Officer must promptly stop the proceedings. It
13 not intended that when a man has concealed part of his Income
and the Income-tax Officer is proceeding to assess the income
that has escaped taxation, the assessee should be entitled to have
an assessment that has already become finally re-opened. Still less
is it intended that the Income-tax Officer should be nvested with
wide powers of revision or review merely because he has formed
& mistaken impression that certain income has escaped assess-
‘ment or been assessed at too low a rate. His powers under sec-
tion 84 can never be used, therefore, to effect a reduction of tax

already levied.

(v) When income that escaped assessment or was assessed ab
too Jow a rate is subsequently assessed or fully assessed, the pro-
viso to section 34 makes it clear that the rate applicable to such
assessment or re-assessment is the rate in force at the time when
the income should originally have been so assessed.

(vi) As regards appeal against an assessment under section 34
please see last sub-paragraph of paragraph 102.

106. Rectification of mistakes in assessments. (Section 85).—
The power conferred upon the Commissioner or Assistant Com-
missioner of Income-tax or the Income-tax Officer by section 3%

i istake, w i i the ap-
to rectify a mistake, whether on his own motion or on )
p]ication. of an assessee, is confined to the rectification of mis-
takes patent from the facts or documents which were beforo

(4), (b) Unnecessary portions to, be struck out.
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him when he parsed his revisional, appellate or enginal assess
ment order, as the case may be 'Lhis section does not confer
on the Officers general poner of review or authonse any accessee
to introduce any mew facts in coonection with the said assess-
ment  An Income tax Officer should not correct mistahes m
cases that have been dealt with by the Assmistant Commissioner
on appeal or the Commissioner of Income-tax in revision witn-
out o reference to the Assistant Commissioner or the Commis
sioner of Income-tax as the case may be

107. Llmunation of pies from asscssment —Section 36 pro-
vides that 1n 1ncome tax assessments or refunds fractions ot 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 ehminating frac-
tions of an nna from the accounts

Income tax Officers should also be instructed mot to attempt
to work out the Income-tax due on fractions of a rupec Truc-
tions of a rupee 1n sncomc should be entirely disregarded

108, Income from properties or secunttes, etc , held under
Trust  (Sections 40 and 41) —(i) Where any ‘‘property’” (in the
widest sense, but excluding s business) 1s held under Trust, the
owner of that property, for the purposes of the Income-tax Act,
13 the beneficiary and the come 15 the mcome of the beneficiary
The Act does not permut of double taxation 1n the case of Trusts,
01z , once 1 the hands of o trustee and agan in the hands of a
beneficiary. Under these sections, the guardians, trustees, agents,
Courts of Wards, etc, are required to pay tax on income, pro-
fits or gamns recerved by them on behalf of beneficianies mn the
same manner and to the same amount ay the benefictaries them-
selves

(1f) The following 1nstructions should be followed in the as-
vessment of such income —

(A) In cascs not faling under seclion 40 or 41, tle Trustee
15 merely to be regarded 48 an Agent Recerpt (setmal er no-
tional) of the mncome by him, or acerual of the ircor 2 t hum, 15
equivalent to receipt by or accrual to the ben Jassy  Whether
the mcome be distmbuted or allowed to acer—s1* 17> hepafi.
@ary 18 to be assessed 1 respect of 1t hems T Tonson foo
taxing the Trustee m respect of at. Th» Yerdd<are mav o°
course, apply for any refund that max he fra. The Trudes o
not do so

(B) In cases falling under sray~r <7 =<~ 2 pastys 2
same except that the Act bem —wa™s T ~ntese o 1w 3
from the Trustee (a) Wirr fir "= 4 00 ¥ peten =
perly m the wndest rensr v F e Tdper | thy e
should be made o3 £he Thaste P 2% ¥ 3 ~aoerel %
bim and he mor ric Io >R Ty asentren w2
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as thouch the in . .
come of the ‘l‘rucs(bnc](:3 Ilr}?;n the trast property were the total in-
distinet I 1I¢ assessment will of cour i

: rom that on -3 : urse be  quite
cme e : } any other income in respect of which th
e (1] mfl;o;mn xlna:y be Trustee and from that on the Trustee’s owxf
Wopcrlz‘ of ;}mn% (b).Ij the Trustee does not hold the entire
of ihe ‘Il)cn'cﬁc;cu‘yci:r?ﬁcﬁzy;nggz qsse;sment on the total income
and the tax mn respect of so 11;ucllmf tl}e o a1 yocneficiary
the Trustee will be recovered froxcl)q tﬁe I%COIHG o ered by

ruste ‘ C rustee, who may als

apply for any refund due in respect ofesuclus ’ income,
which refund will be caleulated wgith 1'efel'en%eptaartth(;f t?%?all?nccocif l
of the beneficiary.  These instructions are equally a,pplicablg
alike (a) where the Trustee simply receives dividends, interest on
securities or other income on behalf of, and pays Squl income to
the bepoﬁcmry, and (b) where he receives dividends, interest. or
other income on behalf of the beneficiary and pays 2 fixed sum
out of the income to the beneficiary. IFf the balance of such in-
come accumulates for the benefit of the beneficiary, it is to be
regarded as his income of the year in which it acerues or arises
to or is received by the assessee.

() As regards the question as fo who should apply for re-
funds in respect of interest on secwities belonging to estates
vested in the Administrator General or Official Trustee see para-

graph 116 below.

109, Income from business conducted by Trustees.—(1) Where
a business is conducted by a Trustee or Trustees on Dbehalf of
beneficiaries, the assessment is to be made on the Trustee or
Trustees conducting such business, whether section 40 or 41 is
applicable or not. If there are Trustees, they should be treated
as an association of individuals {see judgment of the High Court,
Lahore, in Hotz Trustees versus Commissioner of Ipcome-fax,
Punjab, Reference No. 8 of 1930 (V. Srinivasan Tax Cases, page
8)]. The tax will be assessed on and recovered from the Trustee.
Tn the hands of the beneficiary or beneficiaries, the income of a
business thus conducted by Trostees will mnot be taxed agam.
[Section 14 (2) (e)). It will, therefore, be treated exactly as
though it were a share of the profits of an unregistered firm. Tis
ipclusion in his total income may raise the rate of tax Ipmable
on the remaining income of a beneficiary or render that income
liable to super-tax. The Trust income In the hands of the bene-

covv should nob itself be subjected to super-tax a second time,
T b ! tﬁe hands of the Trustees, though

if it has borne super-tax in  of _
4 i Liable to be so subjected. Similarly where the income
v A other than business and the trustees

of a trust is from sources '
are assessed t0 income-tax and super-fax on the fotal 1ncom£h;7£
the trust, super-tax should not be levied a second time on

5 beneficiary might get from that income as his share.
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(1) The above principles will apply even to cases m which
there 15 a single trustee to execute the trust concerned

110 Non residents  Income other than jrom business —
TUnder section 4 (I) tax 15 payable m respect of all mcome, pro-
fits or gams accrumng or arising mn British India o deemed under
the provisions of the Act to accrue or arse or to be recened in
British Indw, whether the recipient iesides m British India or
not  There 15 little difficulty regarding income arising in British
Indw and receivable by non residents under the heads sajuies,”
‘1nterest on securives,”” ‘‘property,” ‘ professional earmings >’ or
‘“‘other sources '’ In cases of come from ‘mterest on secur
t1es’’ and “‘salames’ income-tax is deducted at the source, and
in the case of imncome under the other heads a non resident 1s
usually represented by an agent [section 42 (1)] No difficalty
has been experienced n determming whether income under any
of those heads 1s taxable

111 Non-residents Income ansuig from business wn Indig —
(1) There 18 no precise defimtion m the Act which can be used as
a test for determining in every particular instance whether a
non-resident 1s or 18 not carrymg on business 1n Bnitish India and
how the amount of taxable profits 13 to be armved b Section
42 of the Act contans special provisions regarding non iesidents,
and rules 33 to 85 prescribe the mapnper m winch and the proce-
dure by which the ncome, profits and gamns may be arrived b
1 the case of non residents Instances are grven below of the
method to be adopted n dealing with typical eases

(a) Indwn branches of non resident firms are hable to assess-
ment under the Act In order to secwie an accurate assessmens
m such cases, sections 22 (4) and 37 enable an Income-tax Offi-
cer to require the production of the balance sheet and profit and
loss account of the firm as a whole m 1ddition to that of the
Indian brapch and also to reguwe the submission of a detuled
statement of all the profits credited to the personal aeccount of
the head office on account of transactions carred out on its be-
half In some instances, however, the form adopted for the ac-
counts and balince sheets of the head office or the Indian branch
does not enable the share of profits properly due to the Indian branch
to be accurately gauged, wlile there are certun firms which heep
no accounts ab all exther at thew head office abroad or at thewr
branch offices 1n India  Rule 33 gives Tncome tax Officers wide
povers to determme how the profits of the Indian branch shaill
m these aircumstances be cileulated 1 enables thewn to fiv as
the income of the Indian branch for ssessment purposes exther a
percentage of the turn over of the busmness done by the branch
ot where this procedure proves unsuitable, an amount wlich
bears the swme yproportion to the tof1l profits of the business as
the Indian receipts bear to the total receipts of the business, or,
where neither of the above methods proves swtable, any other
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mmore rchiable method of caleulation. In the case of shippi
companies in particular th i il o8

. pu ¢ most suitable method of assessine th
Indian branch is usually to calculate tax on the same )romoc 't" .
of the total profits of the compuny as the Indian 'receiltspofl ’if}n'
compuny (meanirg thereby the sums received either iannd"a oi
clsewhere on account of goods shipped or passengers carried from‘
India) bear to its total receipts. In the spec?al case of tbe:
Indian branches of non-resident insurance companies, (life
marine, fire, accident, burglary, fidelity guarantee, etc.), it will
probably be found both feasible and equitable to édopt the pro-
vistons of rule 35 and assess these branches on {he proportion
of the total profits of the companies corresponding to the propor-
tion which their Indian premium income bears to their total
premium incomie.

(b) Indian firms allicd-to non-resident firms of which they are
not technically either branches or agencies often succeeded in the
past in escaping their proper taxation by a manipulation of ac-
counts with the parent non-resident companies. To cite an
example, a foreign firm dealing in aniline dyes was registered as
= scparate limited liability company in India with a capifal of
Rs. 20,000. The shares were never placed on the market in
India, but, with the exception of small bholdings by managers in.
India, were all held abroad. The registered capital was nominal
in comparison with the value of the stock-in-trade and the par-
ent company abroad sold to the subsidiary Indian Company at
a price leaving a margin, just sufficient to cover the expenses of
the subsidiary company, or causing an actual loss fo be shown.
Section 42 (2) of the Act is designed to prevent a subsidiary
Indian firm or company from benefiting by such a nnunpu]atm?,
and enables an Income-tax Officer to assess it on the profits
which may reasonably be deemed to have been derived from 1t:°,
Indian business, while, where any difficulty is experienced in ax%
riving at a basis for assessment, assessment on a percentage :1)
turn-over, or other suitable method can be adOpted‘ uonder ru?
34. It is to be noted that the provisions of section 42 (2) are 'no
applicable where the parent non-resident firm or corn;i‘tml_)y'l}ts coxt\(;
stituted within the British BEmpire and that the lhabi yi o
assessment is placed on the subsidiary Indian firm as a princips

and not as an agent.

' ] hich they are not
Indian agenls of non-resident firms of 1 :
tech(g)t'cally cithgr branches or subsidiary firms are liable for the

ir principa { the tax on their prin-
payment on account of their principals, o fesections R

ipals’ Indi rofits under the provisions o ol )
ngalfsth:in;:tn I}t will be observed that these provisions p?m;;b 1’21;(;
1 ; of the ta.x on a non-resident’s business not only Wl};ele ?i 11(:ts
e?trzblished a regular agency in India btét a,llso ‘Zgi;i (e:r Cs:suallly
s i a particular
his busmess T ﬁﬁ?ﬁi casg it is not necessary that any-

i agents. ssar; )
ttl}l?ilr‘f:go}% Zizlol?:turg of a regular agency should exist in order to
©
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make the profits of a non resident chargeable m the name of an
agent  'They are 50 chargeable even when the only connection
between the non resident and the person acting as his agent 18
that that person 15 ordinanly and regularly employed as an agent
by the non resident The Government of India do not how
ever, desire that m practice the Lability to assessment should be
enforced except where something defimtely of the nature of an
agency exists and n particular no attempt should be made to
fax the profits of a consignment business pure and sumple mere

ly because the non resident consignor hubitually uses a particular
resident s lus agent

In all cases 1t will be a question of fact whether the connection
between the non resident and the remdent 1s such that an agency
can be held 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 resdent prmeipal 18 such that the prin
<ipal may reasonably be held to be trading 1 the country and
not merely with the country If for example there 15 no
priwity of contract between a foreign princips) and a resident who
purchases the foreign principal & products through another rest
dent or 1f the resident vendor has to bear any bad debts arising out
of such transactions the resident vendor 18 not to be treated aa
the agent of the non remdent Fven if o pon resident does not
bear bad debts he will be considered to be trading 1 the coun
try Gf there 1s privty of contract) if the agent recewves o del
credere commission 3¢ an additional commussion 1 considera~
tion of guaranteeing the non resident against bad debts or if the
rate of commussion 1s 8o unusually high as evidently to be intend
€d to wnclude a del credere commussion though none s spectfically
mentioned It 13 doubtful whether 1t 1s practicable to forrulate
for the gmdance of Income tax Officers any more defimte princt
ples than those stated above but the following examples may
serve to indicate the lines on which decisions should be reached

(@) B a distiller 1n Glasgow has agreed to sell to no one
m India except A Iis Agent prowided that A gives
B all or an agreed proportion of his trade A pur
chases from B and sells to the trade at lis own
rates and oll bad debts are A 8 No_ aftempt
should be made to tax B on Ius profits His post
tion 1 spite of his supplementarv agreement with
A 18 merely that of o seller to an Indin consignee
who takes the rishs or profits of the trade in India

(6) A an Indian resdent and a large supplier of mll
stores hias a monopoly for the sale in Indin of the
belung of 7 nonves lent B A 15 pnl commsion
by B on all order e sends either for fue own stoch
or nsl or in execut on of orders obtuned Ho does
nat confine lus purchases of beling to 3 He stands
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'aH}- loss from bad debts and fixes the prices to be
:l?sﬂd for tho goods. Here again the position of B.
1s merely that of 4 seller to ap Indian ccnsivnef;
and no attempt should be made to tax B’s proﬁ?s '

(€) A is the Indian agent for hardware and sundries of B
2 British manufacturer. A receives salary and com.
Inission fr}om B and bad debts fall on B. Here there
1S a regular agency and B's Indian
be wixed throuzh Al profits should

(d) A is the Ind_iﬂn agent for B, a firm in an Indian State
who consigns goods for sale in Bombay and China
throngh A, The business is purely a consignment
business and B’s profits on his Indian trade should
not be taxed.

~In all these cases A’s remuneration or profits as agent are
liable to the tax.

(d) Casual agents for non-resident firms to whom goods are
from time to time consigned have been dealt with in (3) above and
no attempt should be made to tax the profits of a non-resident
through the agent on this class of business.

(c) As regards taxation of interest on money lent by a non-
resident to a resident in British India, it bas been held by the
Privy Council in the case of the Bombay Trust Corporation as
agent of the Hongkong Trust Corporation that there can be a
business connection within the meaning of sections 42 and 43 of
the Act between a resident borrowing money from a non-resident
and a non-resident lending money to a resident, and that the
former can be {reated as the statutory agent of the latter, under
section 43 of the Act. This decision is to be followed wherever
it is applicable. Where, however, a resident takes for a short
period, a casual and isolated loan from a non-resident with whom
he has no regular or continuous dealings, it need nob be held on
the strength of that fact alone that there is a business connection
within the meaning of the above section and that the resident is

Jiable as agent on the interest paid to the non-resident.

(i) In the Madras High Cowrt Case No. 4 of 1921, Chief
Commissioner of Income-tax, Madras versus Bhanjee Ramjee &
Co., (I, Srinivasan Tax Cases, page lfi’i), 1t 1_1:13 been held that a
person who is not a resident in British India but to whom in-
come arises or accrues through business connections in British
India is assessable to income-tax und_er gections 4 ‘and 42 (1) hof
the Act whether he is a British subject or a foreigner and t git
the provision in the latter section that such income shall e;
taxable in the name of the agent of any such person doesfnc;
mean that it is not chargeable unless assessed in the name 0 f;t !
agent. It will be clear from section 42 (3) that the entire pro
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of u branch or agency of a foreign fixm mporting goods 10 Briush
India are hable to tax in Bntish Indw irrespective of where
the profits accrued or arose, and whether recerved 1n Bntish India or
not. Thus if a foreign manufscturer has an  agency or
branch n British India and sells ns products through 1t o
British Indi, be 1s lable to tax on his manufacturing profits as
well as on the merchanting profits—while o foreign head office 1s.
not allowed to chaige a notional commussion to its branch or
agency n British India on goods exported to the branch or agancy
and sold by 1t 1 British India

(112) If 1t 18 desired to assess a non-resident who bas no res-
dent agent through whom such assessment can be made, and
whose entire 1mcome also cannot be taxed at source or mdirectly ,
a notice under section 22 (2) should be served upon lim as early
a8 possible 1 the year by registered post (achnowledgment duer
allowing plenty of time for the return to be made Tf he then
fails to make a return. or to comply with subsequent notices call~
ing for the production of accounts, etc (i which also ample time
should be allowed for comphance), an assessment may be made
under section 23 (4) When serving such notices on a non res-
dent, he should be wvited m & covering letter to appant an
agent to represent hum for income-tax purposes in India

(10} A person whom the Income-tax Officer has decided, after
due notice and hearing under section 43, to treat as the agent of
a pon-resadent, 1s not entitled to appeal tothe Assistant Com-
mussioner agunst the Income-tax Officer’s order until ap assess-
ment has been made. But 1t 15 open to such person to petition
to the Commussioner of Income-tax agawnst the Income-tax Offi-
cer's order before an assessment ig mtde, and Commssioners of
Tncome-tax are authomsed to dispose of such petitions under sec-
tion 33 of the Act

(v) Non-resdents whose income arises in more than one pro-
vince, and who are assessed direct and not thiough statutory
agents under section 43 of the Act, will be assessed by the Income-
tax Officer, Non-Residents Refund Cnicle, Bombay, who will also
deal with appheations from them for rehef, whether under section
48 or under rection 49 of the Indian Income-tax Act, 1922, or
under any Notifieation 1ssued by Government under <ection 60
(1) of the Act, providing for relief on account of double piyment
of income-tax

(zi) Non residents whose income arises m n single pravince.
and who are ascessed direct and not throngh statntory agente
under section 43 of the Act, will be assessed hv one or more
special Tncome-tax Officers appainted by the Commissioner of
Tncome-tat in the province concerned

(vid When o statutory agent has been appointed wnder ecc-
tion 43 of the Act for the recovery of Income-tax or super-tax
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;“f}h Income tax Officers and not through an Agent wn Bntish
naid ~—

1 Where a Bntish Shipping Company which coiresponds.
direct with an Income tax Officer, 15 unable to fur
msh 1ts return of income by the prescribed date, 1t
will obtain an extension of time from the Income
tax Officer, but every effort should be made to file
the return as early as possible

2 The Income tax Officer will make the assessment as soon
as possible after receiving the return and 1n any case
within one month

3 The notice of demand will be 1ssued on the shipping
company s agent 1n accordwnce with the provisions of
the Income tax Act and a copy of the assessment
arder will be sent to the company direct The com
pany wiil arrange with 1ts agent for the despatch to
1t of the notice of demand

4 Provided that the notice of demand can be 1ssued on or
before January 15th, the perod allowed for pay-
ment will be sixty days It the demand 15 made
after January 15th the period wall be shorter

5 For the purpose of sub section (2) of section 40 of the
Indian Income tax Act, 1922, the Assistant Com-
musstoner will regard 1t as a proper extension of tune
to allow the slupping company to file an appeal up
o the date on which a reply could be received from
England if that reply were despatched by the mul
1 the week following that m which the notice of de-
mand and the copy of the assessment order reached,
ot ¢ould be presumed to have reached the company

6 The demand must be met within due date unless the
Income tax Officer agrees to give the agent further
time for payment But in_ any case the demand
must be paid before the end of the financial year
If a demand has been paid before the decision of an
appeal where one has been filed and the appenl re-
sults 1 o reduction of the assessment a refund will
promptly be granted in the ordinary course

114, Occasional shipping —(Tramp steamers, ete ) —(1) Only
one person can be taxed under Chapter V A mn respect of a parfy
cular ship taking wp passengers, live stoch or good’s at ports o
Bntish Indin, and that person s the  pnncpal within  the
meaning of sechion 44 A Such prmapal may be etther the
owner or the charterer of the smp It will be a question of fact
m each case m which the ship has been chartered by tl;)c owner
to another person whether the owner or the charterer 25 the pnn-
cipal

‘4"
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(i1} Chapter V.A ig only appreciabl inci
carr }50-‘; on business in Drifsih pﬁ)diadasetgé]eggxfgf Orpulxlncqzal ui:
& ship, (2) does not reside in British Inldia and (¢ o0s nat e

e ’ i , and (3) does -
sé?}}in;zxad:;gexx‘fwfzo.m whom the tax would be re(cgverablé) Oitmec?e)r
)ri,“' i 2. W ‘1010 tlyxex'_c 38 no charterer the owner will be {he
principal, here there is a charterer it wil] be a question of fact
\\'lxo,flxe!" he or the owner is the principal. The bu(s}iness of Whi?h
tlm pmmsr are 10 be calenlated and assessed for income-tax under
Chapter V-A is the business of carrying passengers, live-stock or
goods shipped st ports in British India, and the ;ers:m to be taxed
is the person (referred to in Chapter V-A as the ‘Iﬂrincipal’) who
arries on that business, but does not reside in British India, and
docs not employ any agent from whom the lax would be recover-
able under section 42, The criterion to be applied is, ““who is the
person to whom or on whose behalf money is paid or payable on
account of earringe of passengers, live-slock or goods from a port
i British Indin 2

. {iif) Gmquﬂy spcaking, where there is whal is known as a

Pime Charler’, under which the owners may be said to let the
ship anl to the charterer for a fixed sum for a certain period, dur-
ing which the owners retain no further control over the vessel or
her movements, the owners cannot be held {o be carrying on
businees in British India, or even to have a ‘business connection’
in British India, and are therefore not liable to Indian income-tax
cither under Chapter V-A or under section 42.

(iv) Where, however, the ship has been chartered under what
18 known as a ‘Voyage' ov ‘I'rip” Charter the position is different.
Under this kind of Charter party, the charterers are practically
in the position of brokers, who guaraniee to secure a certain guan-
tity of cargo for the owners at certain rates of freight. II the
full amount of freight cannot be secured, the charterers are liable
to make good the deficiency. Any such deficiency s to be paid by
the charterers to the Master, on behalf of the owners, in cash,
minus a cerlain percentage, at the time and place of loading in
Tndia. Similarly, if freight is secured in excess of that stipulated
the Master of the ship is to pay such excess to the Charterers, at
the time and place of loading, by demand draft on the owners or
London. The Bills of Lading are signed by the Master on beball
of the owners; and the cargo as soon as shipped is therefore ir
the constructive posscssion of the owners; and at their risk. ’I’Iﬁe
ship is usually consigned to the Charterers or their agents, v:l' «
look after its interests when in port, and for doing so are pal I'
commission by the owners. The owners also pay. brolf_egaige.I d.]
such o case, the owners are carrying on business n Bni,lts1 1 nbx
through their agent, the Master, who receives ‘cargo or;' 1]631&i SE
half, and receives and makes payments on their accoun nl:x1t ks
India, and thus the owners having no reqular or rpe1mant%e 2o
in British India are }iable to tax under Chapter X'-Abol?alf p
of the business conducted by the Master on their behalf.
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lup has armved m 1 Bntish Indian port, either on
cwn(:z sI fa::]'counltJ or undu a charter and the non resident u\:;ner,
or the non resdent charterer, causes the ship to be chartered, oxi
transfers the existing charter, or effects a sub charter of the vess;a
1s the cage may be, such a transaction, though 1t does coust&tu te
the carrying on of business o Brtish Indin by the non rest enl;
does mot of itself amount to carrying on business within Britis
Yndis as the owner or charterer of & ship within the meaning of
Chapter VA But 1f the ship 1s loaded in any Bntish Indun por:
the question whether the non resident owner or the non residen
charterer is assessable to mcome tax under Chapter VA must be
decided on the primeiples stated above ‘Whoever of these t\i\;o
persons causes the ship to be loaded with cargo, and 15 paid the
frexght for carrying such cargo, 1s the person who carmes on bust-
ness within the meamng of section 44-A N

115, Method of the recovery of the tax —(i) The Income fax
Officer 15 responsible for the recovery of the tax whether the de-
mand represents the tax ascessed by himself under section 23 or
sub section (4) of section 23 A or whether 1t represents an enhance-
ment made by the Assistant Commussioner on appeal under section
31 or by the Commissioner in exercise of his powers of review under
section 33  Notices of demand under section 29 or under clause
() of sub section (4) of section 23 A in the form prescribed 1o
rule 20 should be 1ssued at as early a date as possible after the
assessment 18 made under section 23 or sub section (4) of section
23 A or when mtimation 13 receved of orders of enhancement
from superior authonties 1n order that the tax may be promptly
collected The fact that an apped has been lodged against an
assessment should mot stop the collection although the Income tax
Officer 19 empowered under section 45, mm s discretion  to
treat an assessee as pot beng i defanlt nnt) an appeal 18 dis-
posed of When the Income tax Officer considers that an appeal
13  bond fide appeal, he should 1 exercise of his discretion under
section 45 postpone the collection of the disputed portion of the

fax requring the assessee to pay only the portion of the
tax that 18 not 1n dispute as the coilection thereof cannot be de-
layed Simlarly section 66 (7) of the Act provides that o refer-
::;e to the High Court shall 1 no way stop the collection of the

() When the tax 13 not pmd within the tum
the notice, or, if no such hml:a 18 prescribed by tehg r;:sc{lgid ::;
the second month following the date of the,sermcc of the ,ny tice
or order, the Income tax Officer should use the powers conf;rgd
upon hum by sub sections (1) and {I-A} of section 46 and 1mpose
8 penalty for the defwlt A penalty can be amposed wnde, I:;
ton 46 (2) on the person who 1a responsible for deduct n ccf
:;\lil::gaﬁr sﬁchon 18 and who by failing to diecharge t(hxs 1:2:;10:1).
187 of a:beef\(::,:‘e lisble to be treated s + defaulter under section
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(17) Section 46 ;
whole-time income-g; Z?gﬂ(ﬁ pg'}clmde o cases where a special
is employed in an ' rr e actual colleqtlon of the tax
0 e 0y area. Where such a staff is emploved
th‘;m;lolssmnfr of1 Income-tax may confer upon that .stgf?:n)’/ t}clf’}f
wers for ' ’

2 municipal taxt :)i (lez)]cfz(t)ll Cliltuee?rbngﬁsigynﬁg)e;e;s - the% 1'ec<%verl§lr.cilf
is in force in any part of the province, e n)éhenac vers of di

S ! , €.9., the power -
;Gilt?}l?tt’ if the chome-tax Officer is satisfied %hat thepfailufe (;;fo ?il:

¢t tax was wilful. In other areas and, in the areas in which 3
special staff is employed where the powers for the recovery of
municipal taxes or local rates have proved insufficient, the In-
come-tax Officer may, under section 46 (2), forward under his
signature u certificate specifying the amount of arrears due from
an assessee to the Collector of the district and the Collector of the
district on receipt of such a certificate must proceed to recover
the amount specified in the certificate as if it were an arrear of
land revenue. The Collector has, withont prejudice to any other
power he may have, the power to attach and sell a debt due to
a defanlter to recover the arrears.

(iv) Where the defanlter is a salaried person the Income-tax
Officer may, under the provisions of section 46 (5), require the
person paying ‘‘salary’’ to such assessec to deduct from any sub-
sequent payments of ‘‘salary’’ any arrears of tax due from such
assessee whether those arrears are due on account of tax on
‘salary’ or on income from any other scurces or on account of any

penalby.

(v) The necessity for prompt collection of the tax should be
impressed upon Income-tax Oflicers since nob only is delay in the
collection of this tax likely to result in loss of revenue for other
reasons, but, under the provisions of section 46 (7), no proceed-
ings for recovery can be commenced after the expiration of one
year from the last day of the year in which the demand is made,
with the exception of the special case referred to sub-section )
of section 49. That sub-section refers specially to arrears of tax
due from a non-resident. For the collection of such arrears no
time-limit is prescribed as such arrears may be recovered from
any assets of the non-resident which may at any time come with-

in British India.

(vi) The phrase ‘‘proceedings for the recovery of any sum pay-
able under this Act’’ should be interpreted as relating to proceed-
ings taken under section 46. The issue of a notice of demand 18

not a proceeding for the purpose of this section.

emarks regarding recovery of tax apply also,
47 to the recovery of any penalty
section 28 or sub-section (1) and

(vii) The above r
xunder the provisions of section
imposed under section 25 (2),
(1-4) of section 46.
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116, Refunds of Income-ttuex (&Siwggoisg.t—;l(;g Szilé:flsw h?:l(:
pecessitated owing to the system of tox g reglstered ity
cocurs 1n the tase of the (4% on COMPAIIES 1 e

3 of deducton ab the source,

{sections 48 (1) and ()], an Do aefames Tnce-

1 the case of ‘“‘interest on secunties -
m’rfs (BS)) Tn both these fcaries the ratnez o(ftht:);):;zlx;gl ;gpr;gx:t‘

* total wmeome” of the recipie t s

z;i tgezgfxty-holdet or salanied person) 18 not known ab tlaxehh;zge
that the tax 15 assessed or deducted As stated 1 paragrngs sec:
m order to simphfy the procedure 1n conneshion With tre (:1 de sec
tion 18 (9) makes 1t cbhigstery upon the person deduc mcE lh e
tax from ‘anterest on securthes’ to 18sue to alt secu(rix g’- 0 s
2 cerbificate specifymg the amount of the tasy deducte Y rum‘ i
1nterest and the rate at which it has been deducted, :mm sxm:’ E) y
section 20 (see parograph 82) requires the priveipal officer tﬁa
<ompany Aistrbubing dividends to 1ssue to shareholders & :er afie
cate stating that the company has pmd or will pay wncome- u(gn
the profits that are bemg distributed These serbficates ({{x m %
case mepthoned 1 paragriph 81, o cerbificate by o bank) mus

grdmanly be accepted by Income-tax Officers a8 conclusive proof
that tax bas heen pard

(1) Prior to the pissing of the Indian Income-tax (Second
Amendment) Acf, 1933, 1 refund was permmtted only where there
was & Gifference between the rate at swlich an assessee had  tox
deducted ot source from s dividends salanes, wnterest on securt-
ties or ghare of the profits of a regmstered fum wod the rate apph-
cable to Wis total meome from all eources The yesult was that
where an assessee had inconge from one of these sources only, he
could nob claum a refund of tav deducted at soucce even if his
meome was below the mummum taxable hmt because there
was no rate applicable to  Ius total meome  The Act as now
amended alows a refund both where there 1s & difference m rate
and when there 15 no habihty at all to tax

(i) Where mterest on secunties Is pad E
the Admimstrator General or the Oﬂicu?.l Trtubs&g??neg :ve}sx‘eii nx]r;
beneficiaries and ther shares are known, the beneficiaries ars o
apply for refund under sectron 48 (3), but where the bereficiares
and the share of each in the estate are not known, the estate ai:ea

regarded s the “‘owner of the ’securmes”
the purposes of sechion 48 (
Thm}xlgh @ minor, wha has
nership, cannot have mber of
‘slelctxon 48 () speafically pravides for vefapg dﬁerzi’sﬁgdui?,
s at sub-<ection in respect of fus share of the profit -
AL profits of a regrs-

18 vested should he
forlth? time being for
apply for such 1efunds
been admatted to thy

e sty Pomitted o the benefits of o payt-
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o
c:m(;:g lho powers of an Income-tax Officer
an exercised by any other authorit n
wovermnent in thi }

respect of refunds

s behalf under FCCUO;) «'ldjg?omted by the Centra

{(r) For the re: y j
e reacon given in
‘ Aracrr
i; *"{ f(;r purposes of rcf%nd n Hg) i‘l’rilclg? ?22 ]th(il [ "pome-tax Off-
MR ot refun : dividends, has
m;n-amxmih‘f»{:}mh mentioned in the cerificate we,mhtlzxtodasts;ume
P rate current on the date  w ridengy b the
drclured, Ty g rent da when the dividends were
s 1‘!, ase both of dividends and of interest on securi
in“'.m't ni'd ([“ m,)(cd has to be added fo the “‘net” dividend rol;
i ni"tfn n;‘ Iz' e ;\urposc} of calculating both the *‘total in
! o applicant and the amom : -
A A : : it o
graph ©f and section 48 (1)1, frefund due feee para-

{ciy A company bstanti i

) A }: :n:]{):::‘d v;. sz.bsf.t;xt@l portion of whose income is
o en o he ed Iram tax-free securities, should be required
o ees iy as the statutory form prescribed in Rule 14 provides
whet pererntaze of s income in a given vear has actuall id
tax ar i lisble to pay tax; and if a sharcholder recejves aldizid%::d
from o company that derives a substantial portion of ifs income
from taxefree securities, the sharcholder should only be allowed a
refund under rection 48 in respect of a portion of his dividend
corresponding to the proportion of the company’s income that is
cubjec! to tux, .

(rif) When the amount distributed by a Cowmpany as divi-
fl(‘nds: exceeds the total income, profits or gains as calculated for
income-{ax purposes of the Company n the year in question, taxed
and untaxed, which includes cases where there is no income, pro-
fits or waing, or a losa (for example where net receipts from non-
tax frec sonrces are wiped out or excceded by the depreciation
allowance) the refunds to sharcholders should be calculated with
reference to the proportion borne by the tax-free income to the
{otal mmount distributed less the tax-free income.

(i) Application for refund under the provisions of the rule

90 chould in cases where the applicant is resident in British India
be made to the Income-tax Officer of the district in which the
applicant is chargeable directly to income-fax or, where he is not
chargeable directly to income-tax, to the Imcome-tax Officer of
the disirict in which he ordinarily resides and such Income-tax
Officers are required to give the refunde. In cases where the
applicant is resident ontside British India, the application sl}ould
bo made to the Income-tax Officer, Non-Residents Refund Czrgle,
Bombay. The Income-tax QOfficer will, however, allow a claim-
ant who resides in an Indian Stafe, the option of receiving pay-
ment of the refund through the DPolitical Officer 10 that State, that
is {o say, the refund voucher that will be issued by the Income-
if the person applying for the

tax Officer will be made payable, '
refund so desires, al the Political Treasury of the Government of
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India 1n the particular Indian State or if there 18 no treasury

undex the control of the Politienl Officer, at the prescribed British
Indian Treasury

(1x) The necessity for refunds of tax on Government secur
ties can be avoided by the procedure laid down i paragraph 78,
1n the case of persons who 1re erther not hable to the tax or who
bave a taxable mcome which 1s sufficiently stable to justify the
Income tas Officer 1n assuming that the rate apphcable to the
total income 1s not hkely to move from one grade to another
Again as has been ponted out in preceding paragriphs the ne
cessity for a refund can also be avoided i the case of persons
who have mcome which has not been taved or from which in
come tax hag not been deducted at the source smce such persons
<ar claum g set off agamnst the tix due on that otl er 1ncome

() In cases where a cash refund 1s necessary the procedure
Ind down 1n rules 36 to 89 should facihitate the granting of re
funds The appheation must be made win the form prescribed m
rule 36 by persons resident 1n British Indiy and mn that prescribed
1 rule 36 A by persons not resident in British Indin and venfied
in the manner lud down i those rules and must under rule 37
or 37T A be accompanted by a return of the total mmcome 1n
the form prescribed m rule 19 unless such a return his previously
‘been made or that preseribed in rule 37 A as the case may be A
fulse statement m such 4 return or m such a verification 1s pumsh
gble under the provisions of section 182 of the Indian Penal
Code winch are set out 1n paragraph 87 above The apphcation
must 1lso where necessary be accompanted by the certificates
mentioned 1 section 18 (9) or section 20  The applications
under rule 40 need not be presen‘ed n person but may be sent
by post or by an suthorised agent

(xi) Where the apphcants reside m India mstead of issumng
a refund order payable at o tieasury or s branch of the Tmperal
Banh of India  the amount of refund due may be rertted by
money order 1f the Income tax Officer concerned 1s satisfied thav
this course 12 more convenient In that event the cost of the
money order will be borne by Government and should not be
deducted from the amount to be refunded 1If the =ppheants e
mde out of Indin the amount of refund under section 13 or 49 or
the Act will be remtted to them by bank draft or money order ot
their cost unless they 1ppoint agents to receve |1yment in India

(r1) It should be particularly noted thet section 48 does not
apply to supet tax (see section 58) since super tax 1s not deducted
at the gource or taxed at the source with the exception of cases
referred th section 18 (A} (3B) (3C) and (3D 1n which eases no
<lmm for any refund con anse

(zui) Under sub sections (¢) and (5) of tins section refunds to
non residents  who are neithere Brtish <ubjects nor subjects of
Indiin States are not admissible  Refunds to  non rewlents

P

-
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Z?L?Iedl\x?itfufl?h- subjects or subjects of Indian States, are to be
Buiton wh elerence to then'.en'tu'e ineome both in and outside
riast tndia which would be liable to Indian income-tax if it
accrued or arose or was received in British India. The total
income thus computed will, of course. include Income from agri-
culture conducted outside British India’m. &

s r -
i '(.11 .'Iv) The ouus of proving the claim fo refund (and therefore
ot adducing satisfactory evidence of his total income) of course
lies on the claimant, and if he fails to discharge it his claim
should be rejected. It is not necessary, however, for the pur-
pose of such claims to do more than ascertain the grade of tax
applicable, or to compute the total income exactly. Certificates
by Incowe-tax authorities in the United Kingdom or a Dominion
shou}d be accepted as proof of the amount of the total income.
Certificates of responsible officials in Indian States should also-
be accepted in support of claims presented by subjects of Indian
States.

(xv) The Act and the rules thereunder permit of a refund ap-
plication and the accompanying return of total income being
signed and presented by a duly authorised agent, on Lehalf of his:
non-resident principal. In fact such agents may cairy out the
entire transactions in the maiter of refunds for their prineipals.

{rei) Sub-sections (4) and (3) of this section should be ap-
phied. irrespective of when the income in respect of which a re-
fund is elaimed accrued. arose or was received, to all claims under
this section presented on or after April 1st, 1928. (They should
not be applied to claims presented but not disposed ci before 1st
April 1928))

117. Geuneral power ta grant refunds.—(i) Cases do arise
where tax has been paid by or on behalf of a person with which
le was not properly chargeable or which was in excess of the
amount with which he was properly chargeable, which neverthe-
less do not attract the operation of section 48. For instance an
assessee deriving his income entirely f{rom interest on securifies
may have paid insurance premia for which he can claim a rebate
if a formal assessment is made on his income from such interest.
Bur if no such assessment js made he cannot under the provi-
stons of section 48 claim it as a refund. Section 48-A 15 designed
o cover such cases. Where an assessee satisfies an Income-tas.
Officer that he has paid tax with which he was not properly
chargeable for any reason. the lairer should allow a refund of ’fhe
amount so paid. Similarly the Assistant Commissioner and Lhezr
Commissioner in exercise of their appellate powers cun  grab:
such refunds. ’

(i0 As regards the precedure for applring for refunds see pera-

graph 116. ] . ’ .
i As regards appeal againsc.zn order an Income-fax Oificer

{ g 3
refusing to ¢rant & refund see paragraph 127.
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118, Refund m specal cases —{1) Pnor to %3339“5‘1:%\22 %133
Indlanllncome tax (Second Amendment) Ach apacity ban
not provide for a refund where through death lg“’;‘ (};t yeZewe "

k:P Liqmdation or other cause a pervop Co% Jip—
r\:pdglm 1t It has now been enacted that under su entative
:tames an executor admmstrator or ofher legal rep:zssmh re,
e e o th ey e 8 S LI B

ke such claym for the D€
f:srtlgt:r t’%lnlgaa;phes o all inds of refunds whether under sec
tion 48 48 A or 49

(1) As regards the procedure to be followed m applymng for
refunds see paragraphs 116 and uT7

(m) As regards the nght of appeal agamst an order of an In
com:ant)a.x SOﬂ’xger refusing to grant the refund see paragraph 127

1190 Set off of refunds agamst tax due —Where & refund 18
due to an asgessree ithe Income tax Officer Assistant Commus
swoner or Commssioner may set off the refund wholly or mn part
against any tax payable by the assessee Tlis 15 convement both
to the assessee and to the Income tax department

120 Relicf from double mcome tax of mcomes tared w Bribish
Indiz and the Uwmited hingdom  (Section 49) —(2) At a confer
ence between the representatrves of the Home Government and
of the Domimons and of India an agreement was arrived -t to the
following effect That 1n respect of mcome tased both in  the
Umted hingdom and in Iudis there should be deducted from the
appropuiate 1ite of the Umted hingdom 1income tax (necluding
super t1x) the whole of the rate of the Indian income tax (nclud
g super tax) charged i respect of the same mcome subject to
the ltmitation that 1n no case should the maximum rate of rehef
given by the United Tungdom exceed one half of the rate of the
Umted Jungdom income tax (including stper tax) to which the
individual tax payer might be lable and that any further relief
necessary 1n order fo confer on the tax payer relief vmounting to
the lower of the two taxes (Umted Kingdom and Indian) should
be given by India  That 1s to say the arrangement 1s that where
ncome 18 Inble fo taxation both 1n the Umted Tungdom and
Indiv 1t should pay only 2t the lighest rite leviable m esther
conniry  These proposals have been accepted by the Government
of the Umted Kmgdom and are embodied 1n section 27 of the
Finance Act of 1920 A copy of that section 18 given below

* » * " "

27 (2) 1 any person who his pad by dedact on or otherwise or 1s lable
o pay Umted Kingdom mcome tax for any year of assessnent on any part
of s tnecame proves to the eatsfaction of the Spemnl Commss oners that he
bas psid Dominion income tax for that vear 1 respect of tie same ypart ©of
hs meome he shall be entiled ta rehef fram Un ted Kingdom income ta¥
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paid or payable by him o ar is 1
etermineg ople by 1 :_n-ux that part of his income at a rate thereon to be

(@) if the Dominion rate < 3
priate rate of Unitc((l)f Iéxi‘:gd(:;:ﬁs (:gt gﬁ:eigwo?&-ha,l}f_ lcif u11'8 A
be given shall be Dominion rate of t::lx; e reliet is to

(b) in any other case the rate at which relief i i
as ) 1 relief is to be giv -
half of the appropriate rate of the United Kin;dgrxetx;xs.hau be one

For the purpose of this scction, the expression ** i x
U}n_x(cd I\mgdpm tax’ means the rate nt w)l:ich the c)ati}rl:nn:ppfro?r?lf: ;:;i (t)(f
which the claim relates has borne or is liable to bear United Kingdom inconie-
tax. and where the claimant is Jisble to United Kingdom super-tax the ex-
pression “‘the appropriate rate of United Kingdom taX” means a rate equ;\l
to the sum of the rates at which he has borne or 15 liable to bear United Kin dou,
Income-tax and super-tax, respectively, for that Yyear. geom

(2) Where o person has not established his claim to relief under this section
for any year of assessment before the first day of January in that year, the
relief shall be granted by way of repayment of tax. ’

(3) W here by reason of the allowance of relief under this section the rate
of United Kingdom income-tax deducted from or paid in respect of any part
of the income of any individual is less than the standard rate, and the rate
of the relief so allowed is greater than the rate appropriate to the case of
that individual, such an sdjustment shall be made in allowing to that indivi-
dual any relief to which he may be entitled under the provisions of this part
of this Act rclating to the rat: of tax on the first two hundred and twenty-
five pounds of taxable income as may be necessary fo secure that the amount
of United Kingdom income-tax finally paid or borne by him shall be equal
1o the amount which would have been paid or borne if the relief under this
section had in the first instance been given at the rate appropriate to his case.

(9) Notwithstanding anything in the Rules applicable to Case IV or Case V
of Schedule D or in any other provision of the Income-tax Acts, no deduction
shall be made on account of the payment of Dominion income-tax in estimating
income for the purposes of United Kingdom income-tax, and where income-tax
has been paid or is payable in any Dominion either on the income out of which
income subject to United Kingdom income-tax arises or is received, or as a
direct charge in respect of that income, the income so subject to United King-
dom income-tax shall be deemed to be income arising or received after deduction
of Dominion income-tax and an addition shall, in estimating income for the
purposes of the United Kingdom income-tax, be made to that income of the
proportionate part of the income-tax paid or payable in the Dominion in respect
of the income out of which that income arises or is received together with the
full amount of any Dominion income-tax directly charged or chargeable in the

Dominion in respect of that income:

Provided that—

(@) where any income arising or received as aforesaid consists of dividends
which are entrusted to any person in the United Kingdom for
payment and the Special Commissioners are satisfied that the person
so  cntrusted is not in a position to ascertain the amount, if the
addition to he made under this sub-section the assessment and
charge may be made on the amount of the dividends as received
by the person so entrusted, but in any such case the amount of the
addition shall be chargeable on the recipient of the dividends under

Case VI of Schedule D; and

(b) where under the laws in force in any Dominion no provision is made
for the allowance of relief from Dominion income-tax in respect of
the payment of United Kingdom income-tax, then in assessing or
charging income-fax in the United Kingdom in respect of income
assessed or charged to income-tax in that Dominion deduction ghall
be allowed in estimating income for the purpose of United Kingdom
income-tax of an amount equal to the difference between the amount
of the Dominion income-tax paid or payable in respect of the income
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and the total amount of the relief granted from the United Kmgdom
ncome tax m respect of the Dommmon income tax for the pertod
on the wmcome of which the assessment or charge to Umted Kingdor.
mcome tax 15 computed

Tn this sub section the expression dividends includes any interest, annmties,
vidends, shares of annmties, pensions, or other annual payments or sums m
spect of which tax 19 charged under the Rules applicable to Schedule C or
ader Rule VII of the Miscell Raules licable to Schedule D

(s) Where under Rule 20 of the General Rules applicable to Schedules A,
, C, D, and E, a body of persons 1s entitled to deduct meome tax from any
ividends, tax shall not 1n any case be deducted at a rnte exceeding the rate

the Umted Kingdom income tax as reduced by any reh f from that tax given
nder this section in respect of any payment of Domunion income tax

(6) Where under the law 1n force 1 any Dominion provison 13 made for
ie allowance of relief frowm Domimon income tax 1 respect of the payment of
nited Kingdom income tax the obligation as to secrecy imposed by the
ncome tax Acts upon persons employed m relation to Inland Revenue shall
ot prevent the disclosure to the anthorised officer of the Government of the
lomimon of such facts as may be necessary to enable the proper relief to be
wven 10 cases when relif 1s clamed both from Umted Kingdom ncome tax
nd from Dominion income tax

{7} The Commassioners of Inland Revenue may from time to time make
sgulations generally for carrymng out the provistons of this section, and may,
1 particular by those regulations provide—

{a) for making such arrangements with the Government of any Domrntom
to which the last preceding sub section apples as may be mecessary
to enable the appropriate rehief to be granted,

{b) for prescribing the year which i relation to any Dominion income
tax 1s, for the purposes of relief under this section, to be taken
as corresponding to the year of assessment for the purposes of
United Kingdom income tax

(8) In this section—

(@) The expression ‘ Dommon’' means any Bmtish possession, or any
terntory which 1s under His Majesty’s protection or in respect of
which a mandate 13 bemng exercised by the Goverument of any part
of His Majesty’s domimons

{b) The expressions *Umited Kimngdom 1ncometax’” and “United
Kingdom super tax’ mean respectively income tax aud _ super tax

4 m d with the p of the Income tax

Acts

(¢) The expression ' Domumon income tax’ means any 1ncometax or
super tax charged under any law in force 1n any Domimon, if
that tax appears to the Spectal Commissioners to correspond with
TUnited Kingdom mcome tax or super tax

(d) The expression ‘‘Dominion rate of tax” means the rate determined
by dividing the amount of the Dominion income tax paid for *he
year by the amount of the Income 1n respect of which the Dominion
1hcome tax 1s charged for that year, except that where the Domimon
ncome tax 1s charged on an amount other than the ascertained
amount of the actual profits the Dommiwon rate of tax for the
purposes of this section shall be determined by the Special Commus-
siomers

For the purposes of this section, the rate of Umited Kingdom mncomstax
hall be ascertamned by dwviding by the amount of the taxable wcoms of tha
serson concerned the amount of tax payable by that person on that zneome
vefore deduction of any rehef granted in respect of life sesurance premizms
w anx relief granted under the provisions of this section, and the =zis of
Umted Kimgdom super tax shall be ascertaned by dividing the amouzi ¢f <o
juper tax payable by any percon by the amount of that person's 4ol oy
from all sources as estimated for super tax purpotes
, . » . . . - .

22
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Under that section a person whose income is assessed both in the
United Kingdom and in India is entitled to claim from the autho-
ritics of the United Kingdom a refund or rebate of the rate levied
in India up to one-half of the English rate.

(1)) Section 49 of the Indian Income-tax Act, therefore, pro-
vides that where any further relief is to be given in order to secure
that such « person shall not pay a higher rate than the highest rate
in either country, such relief will be given by India, subject to
the lumitation that the relief given in India shall not exceed half
of the rate of income-tax and super-tax combined, Up to the year
1921-22 the Fodian rates of income-tax and super-tax combined
were less thun half the rates in the United Kingdom, and, there-
fore, no elaim can be made under this section in respect of tax
levied up to that year, Reliel can only be claimed in India, when
owing to any alteration in the rates, the Indian rate is more than
half the Fnglish rate, and the amount of reliel would merely be
the mmount by which the Indian rate exceeds half the Bnglish -
rate.  The rates preseribed in India in most cases now amount to
more than hall the Inglish rates as  fixed for the year 1935-36.
The table bhelow shows the amount of Tnglish income-tax and
super-tax and the effective rate per rupee contrasted with similar
figcures for the Indian rates.

English. ’ Indian,

'
! B »
i Lifective . ; S tax Eﬁ;t;;cttéve
d - { Super-tax. rate ncome-tax, yper-tax.
!nco"(' ’ i I“tfl(".\!f)" pe per rupee. per rupee.
1 % 2 3 4 5 6 7
’ —
- i ‘
Rs. ' s s A, Rs. A, P Rs A, Rs. 4. Rs. A, ©°.
{
3,375 6 3 716 1,458 5 01 698
e bdos e % 713 2835 5 0 11036
wam | el B S0 ANRL R g 83 eh
45,000‘ 10,123 1,393 5 ﬂ’l‘]i 2 9065 : 52 iy
60000+ 135001 2392 0| 0 4 61/20 o, 9, 5
K 5 11)393 4 3372 6] 0 3 14/5
76,000 16,875 6,096 0 1) :1 ‘!)04)5 13'671 14 S 0 3 3754
qreon | 20| oess 11| 0 53 214015 s 4730 91 0 3 372
5 aseas| 12538 11) 6 5 616 16,588 9 %)
}'25'383 57"308 10502 0| 0 5 03/ 18058 5| 8203 2| 0 37 gﬁg
135000 1 30375 { 20762 11({ 0 6 57 21,327 14| 10017 34 0 3 B&/1
50,000 335501 25300 0] 0 6 335 23,007 15 | 12,081 3 938
Todtot Sodea | eers 5] 0 7 34 53,740 16 | 28247 5| 0 4 30010
300,000 o0 | T332 0] 0 7 G634 47305 11 | 42,100 61 0 4 98110
S 101230 [ 1,207342 0| 0 8 22/5 71093 13| 88803121 0 & 8472
3’50{000( 135000 | 1,557,002 0| 0 8 7115 94701 13 | 1,514
: 0 3 715 | 0 31013
Companies v

atements allowed by the United Kingdom Income-tax have

¥ Tni i ncome-tax in the
ng out the figures of United King o(x)n;l it }fe n;ame o

tes of taxation in the

NO'TE.~—The sllowances and ab nt

not been taken into nccount in Wor g out the figures of e Reread
i -tax and surtax have also been &

&?x})c}efigug;e;&cgmgomrc only useful as gonerally indicating the relative ra

two gountries,

dividuals and firms

Tt will be observed that the Indian rate for in e ot about

is less than half the English rate up to an
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Rs 15,000 Persons with such incomes wlich are wlholly taxed
both 1 the United Kingdom and in Indin can, therefore, claim o
refund o1 rebate of the whole of the Indian rate to be set against
the English rate fiom the anthorities in England and there wiil be
no clamm to relief in Indin ~ The Indian rate for an 1ncome of
Hs 25,000 1s more than half the English rate and a person who
buas pad ncome tax both in the Umted Kingdom and mn India on
this mncome, could claim a refund from the English authorities of
a sum equivalent to 1 anna 9 3/35 pies per 1upee on his assessed
wmncome and theteafter could claim fiom the Indian  Income-tax
authorities a refund of 17/30 pies per rupee of hus assessed mncome
An assessee must have obtained relief from the iuthouties i the
United Kingdows and must prove that he has done <o and at what
tate the relief was granted before anv relief can be given to Inm

mn Indiz For hmitation of the (lums for 1efund see parngraph
126

(1) It 1s necessary to emphasize the fict that the 1elief under
this section proceeds and 1z based upon a compatson of the rate
of tax 1n India with the rate of tax 1n the Umited Ringdoin and not
of the compmative amounts of tax pad in either countty That 15
to say, what 1s compared 15 the rate of the Indian tax pud by the
clumant for the Indian year of assessment corresponding to the
Umted hingdom year of assessment in respect of the part of the
clamant’s imcome lable to Tmited Kingdom tix and not  the
particular  aount of such part of ns income liable to  United
Kingdom 1ncome tax as 15 chirged to Indian mncome tix  The
rate of Indan income-tax pad m respect of the pait ot the 1n-
come n question having been acertamned, the 1ehef fiom United
Kingdom ncome-tax 1s granted on that part of the ncome as
churged to 1'ruted Tingdom meome-tax for that year of aswessment
urespective of the fact that the amount of the Umited Kingdom
assessment may be greater or less than the amount of the Indian
assessment  for the corresponding Indian vear of as-essment or
that the amount of rehef may fall shmt of or exceed the amount
of Indian tax actually pard  Tn other words, under this svstem of
relief no enquiry 15 made n the United Kingdom into any differ
ences of basis of computation under the Indian and U mted King-
dom rules of assessment, provided that 1t 1s clear that on whatever
part of the income he claims ielief, the claimant has paid (for the
Indian yeaur of assessment corresponding to the Umted Kingdom
vear of assessment for which 1elef 15 clauned) Indian tax 1n res-
pect. of lus income from that somce, however, that income may
have been computed for the purposes of assessment to the Indian
tax, and the procedwe in India 1 detetmming the balance of
1elief to be gien i this country proceeds in exactly the same
way.
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(iv) This system of relief is one that was deliberately adopted
at the conference, the principle followed being summarised as

follows in the report of the United Kingdom Royal Commission,
vz, 1—

“That there will be no interference either by the United Kingdom or by
2 Dominion with the basis of assessment adopted by any other part of the
Empire, and further that the settlement should be independent of increases
and decreases in rate of tax and alteration in the basis of assessment whether
in the United Kingdom or in the Dominions, This intention is clearly-
illustrated by the following examples which are given jn the report.

Lzample 1.—A, a British resident, derives a fluctuating unearned income
directly from a Dominion whose rate of tax applied to that income is 1s. 6d.
in the £, A has no other income, and his rate of tax in the United Kingdom
varies according to the amount of his income. The following figures illustrate-
the position :—

_— United Kingdom. Dominion,

1st year.
Tax before relief . . . . . £1,000 at 3s. 9d. £600 at 1s. 6d.
Rolief . . . . . . £1,000 at 1s, 6d. Nil.

Tax after relief . . . . . £1,000 at 2s. 3d. £600 at 1s. 6d.

2nd year.
Tax before relief . . . . . £300 at 3s. 6d. i £900 at 1s. 6d.
Relief . . . . . . £300 at 1s. 0d. Nil.
Tax after relief . . . . . £300 at 1s. 6d. £900 at ls. 6d.

ipti i essed each

i Ithough it was the same description of income assesse
iga:?tiei};aﬁgzlvgdeovagriations in the amounts asse;:v.se:iii fg) :1111: Ex}fﬁgsligfngg)ﬁ
i inion. This might happen owing fo ; com-
;xtlzfinlg :zg?abll): I;]rr(l)lf'i)tl: and the dgifferences are intentionally. exaggerated to illus

trate the principles to be followed.

—B i itish resident receiving as shareholder an income

Egg{%plfe ﬁl aBBlrsiti:h B(}E‘cl)txlls;lany C which derives the WhOIet}(l)f Clgrsn p;:;onéi

?f a Dz(;ninion. In the first place relief will be given to K ihat mpany, o

rilm' rder to illustrate how this is done, let it be as'surn:e b s Cond

ann ’1;1 oroﬁts as calculated for the United Kingdom tagh ai) . EE0000 e
g: g;.lcurl)ated for Dominion tax £50,000. Adjustment w1

Company as follows :(—
United Kingdom. Dominion.

Tax bef elief £60,000 at 6s. 0d.  £50,000 at 1s. 6d..
ax before relief .

lief £60,000 at 1s. 6d. Nil.
Relie

e et e

£60,000 at 4s. 6d. £50,000 at 1s. 6d-

Tax after relief .
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The Company when paymng the dividend to B would deduct 4s 64 1n the
£, United Kingdem tax, and intmmate on the dividend warrant that the relief
“n respect of double mcome tax was 18 6d 1n the

Tet 1t be nssumed that Bs dividend of £900 1s hus total income, so that
hus proper rate of charge to Umted Kingdom imcowe tax 15 33 8¢ He has
suffered Dorunion tax to the extent of 1l 64 1n the £ sud his ultunate rate of
Umted Kingdom income tax 1s 25 3d i the £ (35 94 less 1¢ 6d ), but he has
suffered by deduction 42 64 1in the £ and he will accordmgly be repaid 4s 64
minus 28 3d =2¢ 3d m the £ on £900

Zzample 3D 13 a British resident recerving £900 from Company C, bub
he has other ncome ansmg m the Umted Kingdom and his combined rate
of intome tax and supertax 1s T¢ 6d 1 the £ He 1s entitled, therefore,
4o double income tax relief up to a maximum of 33 9d but the whole of the
Dormmon tax (I8 64 1n the £) has already been allowed to the Company G,
“who deduct 45 6d United Kiogdom tax ou payment of ithe dividends, and
no further relief 15 due D will, theiefore, be assessable 1 respect of the
£900 at 1¢ 64 1in the £, wz, Ts 6d less 45 6d United Kingdom tax deducted,
and 1s 64 Dommon tax ’

() It will be noted that i the table at page 273 the amount
of relief which a company ean get under the Enghsh Act s ab the
rate of 2 annas 1n the rupee and that the amount which they can
claim from the Indian authonties will be at a rate of 1 anna 113
pies in the rupee  The reason for the comparafive lgh rates m
Indie as compared with the Umted Kingdom of the tax on com-
panies 18 that the Indian rate includes the super tax on companies
while the Englsh rate does not include the Umted Kingdom
Corporation tax At the same time 1t must be noted that the
Indian rate of 8 annas and 111 pes given 1n the table for com-
panies 18 a rate which m actual practice will never be reached
It mncludes the 2 annas and 8% pes income tax rate including the
surcharge of 25 per cent and the flat rate of 1 anny 3 ples for
super-tay 1neluding the surcharge of 25 per cent , but the flat rate
of 1 anna 3 pues 18 never charged on the whole of the assessable
meome but only on the portion of the income i excess of
Rs 50,000 The rate for the portion of the 1ncome below
Rs 50,0008 nil  In order to get at the comparative rate, the tax
pad by the company has to be divided by its total income Thus
m the case of a company with a profit of 1 lakh the comparatine
rate (both income-tax and super tax) would merely be 3 annas
and 4 pies while the rate 1 the case of a company with a profit of
2 lakhs, 1t would metely be 3 annis and 8 pies  In both cases
n vehef of € annas 1 the rupee would be obtamed 1 the United
Kipgdom and the balance in India

(1) In order to obtain relief 1 Inda a clammant 13 required to
supply the official receipt for the Umited Kingdom meome-tax
pud, the notice of assessment 1 particular showing the bass on
winch the labihity has been computed nnd a certificate of the
Tocome tax nuthonties showing what relief has actually  heen
granted to lum 1n the Umied Kingdom
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AT Y -
ity The following  aye further examples llustrating  the
tethod to be adopted ip calewlating relief @ ler section’ o
et o g Teliel due under section 49 of

T O U ;
an:::{’r.;;n!- 'J: f.’ »,.\' .\!_ m.nlnu d man f\'."lfh one ehld, is resident  in the United
oA hae qhixed meome of Re, 10500 fy i i
ot s Tnbinty 1y o B 1 X from property in India und has

I the Unjt o Kingdem, in Indis
Asrcennble jne g
¥ meome . . . . 10,600 0 0 Tneome-tax on
Rs, 10,500 at ¥
anna 3 pies in the
rapce, Rs. 820.5.-(

Ra,
Fesn Pera nnt all swangen . . . 2,000
Deduction tar ehild . . . BT
——— 2667 0

] . ———— e
Tnxabbe inecome . . . . . 7,833 0 0
Tax on the fut R, 2,343 at a2 in the 201 1o 5_
. rupee,
Fax v balsnen Ba, 6,500 nt pe, 4 in the 1,375 0 0

iy g, e

*FPotal tux (hefore relinf in respeet of Indian?

inramedgaxy . . . 1,666 10 0

"For the purpows of caleulating “the appropriate rale of United Kingdon.
L™ this amount s not o be reduced hy any relief granted in respect of any
ftfe avctrznes premiam, ’

The Umited Kingdom tax (Rs. 1.666-10-0), divided ly the taxable income
(Re. 7,833 gives an “appropriate rate of Unitcd Kingdom tax” of approxi-
mately 3 amms 5 pies. A has paid Indian income-dax in vespect of the same
mcome at g orate of 1 anna 3 pies in the rupee, that is, a rate which is less than
bl the Umited Kmgdom rate and the relief $rom United Kingdom tax will,
therefon:, he a sum equal to the Indian rate on Rs. 7,833.

Frampde 2—B is a bachelor resident in the United Kingdom with no depen:
dente and has an earned ncome of £1,000 assessable to United Kingdom income-
tax.  He has no other income and pays income-tax in Indic in respect of the

meome . question. Uis lialility to tax is as follows :—
United Kingdom-

£ s. d,

Total income . . . . . . 1,660 0 0
Lesscarnud inedme allowance one-sixth of £1,000 166 13 4
Asrgcesnblo income | . . . . . . . 833 6 8
Legs Perscnal allowance . . . . . . 10 6 ¢
Taxable incame . . . . . . . . 733 6 8
Tax on lst £175 at 2s, 6d. . . . . . . . 21 17 6
Tax on balance £421 at 4s. 6d. . . . . . 139 16. 0
161 7 &

*Total tax (bolore relief in respect of Indian income-tax)

The tax (161-7-6) divided by the taxable income (£733) gives an “‘appro-
priate rate of the United Kingdom tax’ of 4s. 8¢. ar §:5 annas in t.he rupee;
Indian income-tax is payable on this income at a rate of 1 anna 3 pies In the

——

*For the purposes of calculating *‘the appropriate rate of United Kingdom
tax” this amount is not to be reduced by any relief granted in respect of life

assurance premium,
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reupee, so that B 13 entitled to get relief from the Umted Kmgdom at the rate
of 1 anna 3 pies 1n the rupee (that 15, 15 7d 1 the pound) on £733 and there 15
no balance of rebief to be given in India

Bzamgle $—C 18 a corapany the whole profits of which are taxed both m
the Umted Kingdom and in India The Indian rate of tax pad by the com
pany 18 3 annas and 114 pies mn the rupee while the approprate rate of Umted
Kiwngdom tax for the company 1s 55 in the pound The company can get relief
at the rate of 2/6 1n the pound {or 2 annas i the rupee) i the Umted Kmgdom
and on proof of payment of Umted Kmgdom tax and of the grant of United
Kmgdom relief can claim from the income tax authonties 1 India the balanie
of relief, namely, 1 anna 114 pies 1 the rupee

(vin) Corporation profits tax pad n the Umted Kingdom
should not be deducted from the income taxed in India for the

purpose of calculating the relief claimed under section 49

(z) In consdering claims for relief under this section in the
.case of wompinies which are assessed ceparately in India but
jountly m the Unmted Kingdom, and one ot which mkes a loss and
the other a profit, 1t 1s necessary to scrutimse the Umted Tuang
dom assessment to see how much of the income from each source
bas been taxed €ince one company has made a loss which has
been allowed mn the Umted Kingdom assessment 1t 1s clear that
only part of the Indan profits of the other company which has
made profit has paid tax mn the Umted Kingdom Tt 15 only on

this part that relief 15 allowable since that part only has  suffered
«donble Laxation.

(x) This section merely provides for rehef from double tax
where the same 1ncome 13 assessed to tax both m the United King-
dom and 1n India It does not provide for rehef mn other cases.

121 Relief from double tex of Incomes taxed wm Britssh Indw
and n the Umted Kimgdom—RMethod of calculating rehed o
India —(3) The following method should be followed in cales o) tied
the “Indian rate of tax’’, as defined 1n section 49 (91 (}' &~ v
Indian Incomwe tax Act —

() Indian super tax 1s charged on the whole of the 3p~a< Ji~
«luding the Rs 50,000 that are free of super-tax, ~ns I3
section 55 of the Indian Income-tax Act, 1t 15 sad fo e =¥
1o respect of the ‘'total income’  The result 1s the* 3™ 7<% 2
of income 18 to be regarded 15 o mngle slsh  hel & SImEm
tax at the effective rate of 6 pies in the ropas

(131) Thus, for the purpose of double A L I
charged” income of any amount exps=Zmec I T oo T
consist of either—

(1) mcome hable to super tax alms >~

() mcome hable to both 1mpmrmet= 477 Seizs.

3) (a) income hable to brr. w3 =T S s
() 1ncome habls £~ srera

e LT
te, there can at most bo erfz v = T e o

part hable to income tax afors smw= e ommrm N

o SEOITE B s e
B o
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super-tax alone. The whole or a part of the income will

It . , of courss,.
be liable to super-tax alone if the whole or any part of the incozsne
1§ exl?imll))t fro?n ;ncome-tax but not from super-tax. The relief
shou e calculated separatel h i
Saould be p y on each of the two slabs just.

This method is that followed by Somerset House.

122. Relief from double taz of incomes taxed in British India
and the United Kingdom—Method of caleulating relief in India
where there are differences in computing tazoble income in the two-
countries.—In practically all cases the United Kingdom gives.
relief in respect of the income charged in the United Kingdom
whether that be higher or lower than the income charged in the
Dominion. The corollary of this is that Dominions should follow:
the same principle. The following method should therefore be-
followed in computing relief in British India :—

(a) If the income as computed in British India is higher or
lower than that computed in the United Kingdom:
because either (1) particular allowances and deduc-
tions such as wear and tear differ in the two countries-
or (2) the periods of income on which the tax is
charged are not identical, relief in British India.
should be calenlated on the income computed 1

British India.

(h) If the difference between the incomes charged in the two.
countries is due to a loss being carried forward in the-
United Kingdom and not in British India, and i
there is no other cause of variation, the income will’
always be Jower in the United Kingdom since the-
carry forward qf losses is not allowed in British
India. In such cases relief should not be given in
India on the losses carried forward in the United!

Kingdom.

(¢) If the difference between the incomes charged in the
two countries is due to the fact that remittances only

are taxed in British India and the whole income in
the United Kingdom the remittances alone should be:
regarded as having suffered double taxation.

(d) Where a defined part of the income is exempted from-
tax or falls altogether outside the scope of the tax in
either country, for example, interest on tax-free
securities in either country, or agricultural income in
British India, relief will not be allowed in respect of
the tax on such part of the income. It may be



299 [P. 122-123.

(however) that the exempied or untaxed part of the
wncome 1s not defined or separable, but forms an
element m the mcome doubly taxed For example,
remttances may be made to the Umted Xingdom
{from Bntish Indian income derived from both taxed
and tax-free sources in Bnitish India, and 1t may not
be possible to say how much 1s derived from each
In such circumstances relef will be allowed on a
purt of the remittances proportionate to the parl of
mcome 1n Bntish India that 18 derived from
sources, subject to tax  The deduction from
taxable income allowed 1n super tax assessments n
- Brtish India 1s not to be treited as exempt from
[ super-tax

{e} In the case of tea-gardens, relief will be allowed on the
40 per cent of the combined agnicultural and non-
- agricultural profits hable to tax m Bntish Inda

123 Relief from double tax of wncomes taxed wm Britssh India
and i the Untted Kingdom—Procedure,—(1) The following pio-
cedure should be followed for the grant of rehef in respect of
double taxation 1 India and 1n the Umted Kmgdom —

(1) When during an assessment 1t 1s hnown that an assescee
will be entitied to rehef on account of double taxation on any part
of his income, the amount of the relef may be calculated by the
Income tax Officer <o far as 1s possible and the assessee may be
allowed to pay the demand m two mnstalments, the second of which
will represent the amount of rehef calculated to be due The date
«of the first instalment will be that ordinanly fixed for the pav-
ment ofya demand of 1ncome-tax, while the second will be payable
two or, .f posuble, three or four months from the date of the notice
of demand If the assessee produces the necessary Bntish cert:
ficates and establishes s claim to rehef under section 49 of the
Indian Income-tax Act, 1922, the demand for the second mstal-
ment should be modified by cancellation or reduction or, 1 the
relief 15 greater than the second instalment and the first nstal
ment has been paid, a refund should be granted

(112} The above procedure should also be followed 1n  granting
rehef from double taxation to incomes taved —
() In British India and Burma;
(b) In Bntish Indin and Ceylon;

{¢) In Brtish India and any Indian State mentioned 1n the
Schedule fo the Fiance Department (Central Reve
nues) Notification No 25, dated the Ist July 1926
{as subsequently amended—Paragraph 124 below

-
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124. Relief from double tax of incomes taxed in British Indig
and in lmhfm States—Arrangements have also been made witl{
svvm'ul' Indian States, which levy income-tax, for the orant of
rehef from the payment of double income-tax of incomes which
are taxed hoth in any of these Indian States and in British India
]'\ohol 1= granted in British India at a rate equal to half the Indian
:?‘t}nto Tate subject fo a maximum of half the British Indian rate.
The State will grant relief at a rate equal to half its rate of tax.
Ihe following 1s a copy of the Notification prescribing the proce-
dure to be followed by persons claiming reliéf from the payment
of double meome-tax :—

FINANCE DEPARTMENT (CENTRAL REVENUES).

Nolification No. 25, dated the 1st July 1926 (as subsequently
amended). -

In exercice of the powers conferred by section 60 of the Indiau
Income-tax Act, 1922 (XT of 1922), the Central Government is
pleased to make the following modifications in respect of
mcome-{ax, in favour of income on which income-tax has been
charged botl: in British India and in one of the Indian States
referred to w the schedule to this notification (hereinafter called
the said schedule). namely :—

1. In this notification—

{a) the expression ‘'‘State income-tax’”’ means income-tax
and super-tax charged in accordance with the provi-
sions of the law relating to income-tax for the time
heing 1n force in the State concerned; "

(b) the expression ‘‘State rate of tax’’ means the amount of
State income-tax divided by the amount of the larger
of the two incomes on which income-fax and super-
tax respectively have been charged by the State ; and

(¢) the expressions ‘‘Indian income-tax’’ and ‘‘Indian rate
of tax’’ have the same meanings as in clauses (@)
and (b), respectively, of section 49 (2) of the Act.

2. If any person who has paid Indian income-tax for any year
on any part of his income proves to the satisfaction of the Income-
tax Offcer that he has at any time paid State income-tax 1n
respeet of the same part of his income, he shall be entitled to the
refund of a sum calculated on that part of his ifcome at a rat(;\
equal to half the State rate of tax; provided that the rate t ;
which the refund shall be given shall not exceed one-half of the

Indian rate of tax.
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3 Every appheation for refund of mcome tax under this noti~
fication shall be made to the Income tax Officer of the distmet 1
which the applicant 1s chargeable directly to income tax or 1f he 18
not chargeab e directly to mcome tax to the Income tvx Officer
for the district 1n which the apphicant ordinarily resides or 1if he
15 not resident 1n Bntish India—

() to the Income tax Officer of the district or area 1n which
te was last charged directly to income tax when so
resident or

() 1if he hns never been so resudent to the TIncome tax
Officer of the district or area where the income taX
tor the refund of wlich application 15 made was
deducted

Such applicition may be presented by the apphicant 1n person or by
a duly author sed agent or may be sent by post and shall be
the following form —

Applicattons for relicf from double tneome tax under \otification
No 25 dated the 1st July 1926

I of do hereby state that J
have pard (name of State) State income tax/income tax and super
tax amounting to Rs for the yeur ending 19 on an
*income of Rs and that Indian income tax/jncome tax
and super tax of Rs has 4lso been pud on the same
mcome /part of the same mncome amounting to Rs 1
now pray for relief at the rate of amounting to
Rs under Notification No 25 dated the 1st

July 1926 to which T am entitled My wmcome from all sources
to whieh this Notificrtion applies dunng the previous year end
g on the 19 amounted to Rs
only—see Return of income attnched/already snbmutted

Signature

I hereby declare that what 15 stated herein 1s correct

Dated 19

Signature

* Where the mcome on which income tax has been charged d flers frow that
on which super tax has been charged both amounts must be specsfied
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4. No claim to any refund of Indian income-tax under this
Notification shall be allowed unless it is made within one vear
from the last day of the year in which such tax or the State in-
come-tax was recovered, whichever is later.

5. Any person objecting to a refusal of an Income-tax Officer
to allow a claim to a refund under this Notification or to the

amount of refund allowed, may appeal to the Assistant Commis-
sioner. .

6. The appeal shall be presented within thirty days of receipt
of the intimation of the refusal to grant a refund or of the amount
of refund allowed.

7. The appeal shall be in the following form :—

Form of appeal against an order refusing to grant a refund under
the Notification of the Government of India in the Finance
Department (Central Revenues) No. 25-Income-taz, dated the
Ist July 1926.

To
The Assistant Commissioner of
The day of 19
The petition of . of
post-office district sheweth as follows :—

Your petitioner applied to the Income-tax Officer for a refund
under the Notification of the Government of India in the Finance
Department (Central Revenues), No. 25-Income-tax, dated the

1st July 1926 of Rs. . The Income—t?x ?ﬁi}(}:er ha;‘biy;
his order, dated the of which a copy 1s
a ;fs}a((;;‘l ed refused to grant a refund

granted a refund of only Rs.

Your petitioner therefore requests that the order of the Income-
tax Officer may be set aside and the refund applied for may be
granted.

Signed.

Grounds of Appeal.
Form of Verification.

I the petitioner named above in the above
‘petition do declare that what is stated therein is true to the best of
my information and befief,

Signed.
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SCHEDULE

1 RBaroda Umted Provinees
1A Jammu and hashmir 12 Benares
Madras States Agency
2 Travancore Eastern States Agency
2A Cochin 13 Baster
Central India Agency 14 ZXKanker
3 Dhar 15 Raigarh
3 A Makrm 16 Jashpur
Punjab States Agency 17 Sarangarh
4 Patiala 18 (Omitted )
5 PBahawalpur 19 Kawardba
6 Jmd 20 Ehawragarh
7 Kapurthala 21 Korea
8 Loharu 22 Nandgon
8 A Maler Xotla 23 Chhwhhadan
8 B Mand: 24 Mayurbhan)
8 C TFandkot 24 A Patna

Bombay 24 B Sonpur
9 Sachmn 24 ¢ Kalabandi
10 Akalkot 24 D Rawrakhol
11 Phaltan 24 E Baudh
11 A Chhota Udepur 24 F Serarkela
11B Ramdurg
11 C Kolhapur Punjab
11D Sangh
11-E Jam Khand: 25 Baghat

125 Rehef from double tax of mcomes taxed wn British Indic
and Ceylon —As a redult of the introduction of income tax n
Ceylon with effect from 1st April 1932, arringements have been
made with the Ceylon Government for the grant of relief in cases
where the same 1ncome has been subjected to Ceylon tax as weil
as Indian ncome tax  Relef 15 granted in India to the extent
of half the Ceylon tax colculated on that part of the income on
which relhef 13 admssible under the Ceylon Income tax Law or half
the Tndian income tax on the same part of the wcome, whichever
1s less  Tv wall be observed that rehef 1s based on emounts of tax
not on rates of tax The notification presenbing the procedure
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FINANCE DEPARTMENT (CENTRAL REVENUES).
Notification No. 14, dated the 2nd April 1932.

In excrcise of the powers conferred b section I
60 of tl
.Incomc-tax Act, 1922 (XTI of 1922) the vaemor Generzfl 21]18021(311?3
is pleased to make the following modifications in respect of income-
tax In levqur of income on which income-tax has been charged
both in British India and in Ceylon, namely :—

(1) In this notification—

(a) the expression “‘Ceylon tax” has the meaning assigned
to 1t in section 45 (4) (b) of the Ceylon Income-tax
Ordinance, 1932 (2 of 1932),

(0) the expression “‘Indian income-tax’ has the meaning
assigned to it in clause (a) of section 49 (2) of the
Indian Income-tax Act, 1922 (X1 of 1922).

(2) 1f any person, who has paid Indian income-tax for any vear
on any part of his mecome, proves to the satisfaction of the Income-
tax Officer that he has paid Ceylon tax for the corresponding year
in Ceylon, he shall be entitled to the refund of a sum equal to half
the Ceylon tax calenlated on that part of his income on which
relief is admissible under the Ceylon Income-tax Law, or to half
the Indian income-tax on the same part of his income, whichever
is less: Provided that where any person is entitled to a further
relief in British India on that part of his income on which relief
is admissible under the Ceylon Income-tax Liaw on account of its
having been also taxed in some other country besides Ceylon, the
relief in respect of the Ceylon tax shall not exceed the difference
between half the Indian income-tax and such further relief as may
have been granted in British India owing to that part of his incom®d
having been taxed in some other country besides Ceylon.

(3) Every application for refund of income-tax under this notifi-
cation shall be made to the Income-tax Officer of the distriet in
which the applicant is chargeable directly to income-tax or if he 1s
not chargeable directly to income-tax to the Income-tax Officer of
the district in which the applicant ordinarily resides or if he is not
resident in British India—

() to the Income-tax Officer of the district or area in which
he waé last charged directly to income-tax when so
resident, ov

(i) if he has never been so resident, to the Income-tax
Officer of the district or area where the income-tax

for the refund of which application is made was
deducted.
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Such application may be presented by the apphcant in person or
by a duly authorized agent or may be sent by post, and shall be
1 the following form —

Application for relief from double wneome-tax under Notification
No 14, dated 2nd April 1932

I, of do hereby state
that I have paid Ceylon tax amounting to Rs for the year
ending 19, on an income of Re and that Indian mncome-
tax/income tax and super tax of Rs hag also been paid
on the same 1ncome*/part of the same ncome amounting to
Rs T now pray for telief of a sum of Rs under
Notification No 14, dated 2nd April 1932 to which T am entitled
My 1ncome from all sources to wineh ths Notification apphes
during the ‘‘previous year ' ending on the
19 , amounted to Rs only—see Return of mcome
attached/already submitted

Signature

I hereby declare that what 18 stated herem 1s correct

Signature
Dated 19

(4) No claim to any refund of tncome tax under this notification
shail be allowed unless 1t 15 made within one year from the last
day of the year in which such tax or the Ceylon tax was recovered
whichever 1s later

The following pownts should be borne in mind 1n regard to the
grant of rehief 1n Bnitish Indis in respect of mcome tfaxed n
Brtish India and 1n Ceylon

A—TAX

It should be remembered that —

(1) Under section 45 (4) (b) (1) of the Ordinance, “*Ceylon
Tax'’ does not include, for purposes of relief erther 1m
India or Ceylon, the additional 2 per cent charged on
non-resident companies under section 20 (6) of the
Ordinance

(2) *'Ceylon Tax™ does not nclude, for purpo~es of rehal
etther n British Inda or Ceylon, tax on miems<t «&
other charges on income mclnded 1n fhe Cerlwr
assessment [Ordinance section 45 () (h) )"

*When the income on which 1ncome tax has been ch 2.5~ I+
which super tax has been charged both :mounjts nf::‘stc l':m;;ziﬂrf oo i o
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(3) ““Indian Tax’’ includes personal 1
Tndia oo Cogion. personal  Super-Tax, both ip

(4) ““Indian Tax’ in India includes Company Super-Tax as
regards companies themselves, but not as regards
shareholders. Ceylon will adopt the same bagis.

(5) Any person objecting to a refusal of an Income-tax Offi-

cer to allow a claim to a refund under thig Notifica-~

to the Assistant Commissioner.

(6) The appeal shall be presented within thirty days of re-
ceipt of the intimation of the refusal to grant a re-
fund or of the amount of refund allowed.

(7) The appeal shall be in the following form :—

Form of appeal against an order refusing to grant a refund
under the Notification of the Government of India in
the Finance Department (Central Revenues) No. 14-

Income-tax, dated the 9nd April 1932.

To
The Assistant Commissioner of
The day of 19
The petition of of
post-office distriet sheweth as
follows :—

Your petitioner applied to the Income-tax Officer for a refund
under the Notification of the Government of India in the Finance

Department (Central Revenues), No. 14-Tncome-tax, dated the 2nd
The Income-tax Officer has by

April 1932 of Rs. . _ i
his order, dated the of which a copy is attached
refused to grant a refund
granted a refund of only Rs. )

Your petitioner therefore requests that the order of the Income-
tax Officer may be set aside and the refund applied for may be

granted.
éigned.
Grounds of Appeal.
Form of Verification.
I the petitioner named above in the above
at is stated therein is true to the best of

petitison do declare that wh
my information and belief.

Signed.
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B -— PART OF HIS INCOME ' (INDIA)

“HIS INCOMF, FROM ANY SOURCE’ (CEYLON)
Relief of half the smaller tax (both counntries)

(1) As the British Intian Notification No 14 (Finance Depart-
ment—Central Revenues), dated the 2nd April 1932, 1s drafted,
relef 15 to be allowed 1n British India ‘on that part of the income
on which relief 15 admssible under the Ceylon Income tax law
‘The practical result of thus 1s that the expressions part of Iis
wcome ' 1n the Indian potification, and  Ius mcome from any
source’ 1 the Ceylon Ordinance, refer to the same thing, and the
British Indian rehef 15 automatically regulated by the Ceslon
relief

The Bntish Indian and Ceylon authorities alike wall ignore m
granting rehef all dfferences between the compntation of the
mcome 10 the two countries due to—

(a) Certain expenses bemng allowed in one country and not
w the other

(b) The allowances for depreciation being kigher 1n one
conntry than n the other

(¢) Depreciation being carried forward m one country and
not 1 the other

(d) Losses being carried forward in one country and not
the other

(e) The fact that assessment 1s made on the 1income
ansmg’’ 1n one country and on remittances 1n the
other

() The fact that the as<essments are based on different
accounting periods in the two countres

(g} Where a Tea Kstafe 1s taxed on 40 per cent of 1ts
profits mm Bntish India and on the whole profits 1n
Ceylon, there will be only one source of income from
the Ceylon pont of view and the relief allowed 1n
each country will be half the lower amount of tax
1guoning this difference in the basis of assessment

(2) No relief can be given unless ax 15 paid for the same year
m each country on the source 1 question, ¢ ¢ , 1n the first year of
3 business, tax will be levied on its profits in Ceylon but not 1n
Bntish India  m the year after o busmess ceases, its profits will
be hable to tax i British Tndia but not 1 Ceylon No rehef can
be gven 1n these cases .

C —“ANY PERSON"

(1) In Ceylon, the income of marned women 1s treated as that
of their husbands  If the wife 1s separately assessed 1n  Bntisn
%ngm, on the same ncome she will be entitled to relief 1 British

ndiia
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(2) Partncrsh11).-'—Ceylon charges tax on individual partners
and not on partnerships at all. No difficulty will arise in British
India m regard to registered Firms.  If partners of an unregis--
tered firm are asseseed in Ceylon and the firm is assessed in India
the partners will be entitled to relief in British India and  direct,
aseesstnents shonld be made on them for the purpose.

SHARENOLDERS.

(1) A resident in India has dividends from a Company in Ceylon:
from whichi Cexlon tax is deducted at source. He is assessed in.
India on those dividends, as may in certain circumstances happen.

He will be entitled to relief in India.

(2r A resident in Ceylon is u sharcholder in an Indian Company
and 1s taxed on its dividends in Ceylon. The Company is taxed
only in India.  Ceylon will regard him as having suffered Indian
tax indirectly. He will be entitled to relief in India.

125-A. Rclief from double tax of incomes taxed in British India
end 1 Adden.

FINANCE DEPARTMENT (CENTRAL RIEVENUES).

Notification No. 21-Income-tax, dated the 15th June 1937.

In exercise of the powers conferred by section 60 of the Indiau
Income-tax Act, 1922 (NI of 1922) the Central Government is
pleased to make the following modifications in respect of income-
tax in favour of income on which tax has been charged both in

2ritish India and Aden, namely :(—

(It In this Notification :—

The expression ‘Aden Income-tax’’ means lncome-tax
and super-tax charged for amy year in accordance
with the protvisions of the Aden Income-tax Ordi-

nance, 1937.
(b) The expression ‘‘Aden rate of tax” means-the amount
) of Aden income-tax divided by the amount of the
income on which it was charged.
The expression ‘‘Indian income-tax’ means income-tax
and super-tax chargeable In accordance with pro-

visions of any law In force in British India.

The expression ‘‘Indian rate of tax” means the "rate
determined by dividing the amount of {ncome-tax
paid in British India for the year in question by the
amounb of income on which tax was charged.

The reference to the lower of the two rates shall, where
the rates are equal, be construed as a reference to

either of those two rates.

{a)

(c)

(D
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(2} It any person who has pard Tndian Income-tas for any
year on any part of his mcome proves to the satisfaction of the
1ncome-tax Officer that he has paid for that yem Aden Income-tax
n respect of that part of ns income he shall be entitled to the
refund of Indian Income-tax calculated on that part of his income
al a rate beartng to the Indian rate of tax or the Aden rate of fax
whichever 1s the lower the same proportion as the Indwn rate ot
tax bears to the sum of the Indian rate of tax and the Aden rate of
tax

(3) Eveiy application tor 1efund of mcome-tas undet thie nots
fication shall be made to the Tncome-tax Officer of the district in
which the applicant 1s chargeable directly to mncome-tax or i he 1
not chargeable directly to mcome-tax, to the Income-tax Officer
of the district i which the applicant ordinanly reades, or if he 18
not resident in British India—

(1) to the Income-tax Officer of the district o1 area i wlich
he was last charged directly to mcome-tax when so
resident, or

(1) 1f he has never been so resident, to the Income-tax Offi-
cer of the district or area where the income-tax for
the 1efund of which appheation 1s made was paid

Sueh appheation may be presented bv the applhcant in person or

by o duly authorised agent or may be sent by post, and shall be ;n

the following form —

ipplications for relief from double income-tax under Notification
No 21-Income-tax, dated the &th June 1937

I, of do heieby state that 1 have
pad Aden income-tax/income-tax and super-tax amounting to
s for the year ending 19 on an income* of Rs

and that Indian income tav/income-tax and super-tax of Re
has also been pmd on the rame ncome*/pait of the sanie ncome
amounting to Rs, I now pray for rehef at the rate of
amounting to Rs. under Notification No
21-Income-tax, dated the 5th June 1937 to which I am entitled
My income from all sources to which this Notification apphes dur-
g the “previous year’” ending on the 19 , amounted
to Rs

o only—see return of income attached/already
subrmtted.
Signature
T hereby declare that what is stated herein is correct.
Dated ~ 19 . N

Signature

* \Where the income on which mcome tax has been charged differs from that on
which super tax has heen chirged both amounts must he specifind
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(4) No claim to any refund of Indian i '

( ' N 1ncome-tax under this
Notification shall be allowed unless i 1s made within orllee1 vi]a::
from the last day of the year in which such tax or the Aden in-
-come-tax was recovered, whichever is later.

(5) Any person objecting to a ref
' g efusal of an Income-tax Officer
to allow a claim to a refund under this Notification or to the amm:;b
-of refund allowed, may appeal to the Assistant Commissioner.
(6) The appeal shall be presented within thirty days of receipi
of the intimation of the refusal to grant a refund or of the amount
-of refund allowed.

The appeal shall be in the following form :—

Form of appeal qgainst an order refusing to grant e refund under
the Notification of the Government of India in the Finance
Department (Central Revenues). No. 21-Income-tax, dated the

5th June 1987.

To .
The Assistant Commissioner of
The day of 19
The petition of of post-office
district sheweth as follows :—

Your petitioner applied to the Income-tax Officer for a refund
-under the Notification of the Government of India in the Finance

Department (Central Revenues), No. 21-Income-tax, dated the
Bth June 1937 of Rs. The Income-tax Officer

has by his order dated the of which a copy is attached

refused to grant a refund
granted a refund of only Rs.

Your petitioner therefore requests that the order of the Tncome-
{ax Officer may be set aside and the refund applied for may be

.granted.

Signed.

Grounds of Appeal.
Form of Verification.

I the petitioner named above in the above petition
-do declare that what is stated therein is true to the best of my

information and belief. -
Signed.

-

i25-B. Double income-tax relief—British India and Aden—
Arrangements regerding— X
I ) between the
followin rocedure has been agreed upon {
‘Goxr*];?zmgn’c of %nd?a and the Government of Aden and should be ‘
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followed for the grant of relief 1n respect of double taxation 1n India.
and i Aden —

() Any assessee who 1s hable to tax 1n both countnes and
whose head office 18 m British Indig may submuit 1n Briash In U
with his British Indian return of income a copy of his Aden return
of income subject to his clearly distingmshing m the former any
mcome which he claims to be taxable 1 British Indwa only and 1n
the latter any which he claims to be taxable 1 Aden only The
Income tax Authomties in Aden will then be informed that thus
has been done and will ordinanly postpone further assessment en
qury unhl a further reference 1s made by the Income tax authort
ties in Brtish India  The British Indian Income tas Officer will
exammne the accounts relating to all the mcome and 1 his assess
ment order wall distinguish between (1) what he holds to be pmely
British Indian 1ncome (¢ g investment of reserves) and (u) mcome
taxable 1 both countries (¢ g trading profits on sales m Bnfish
India of Aden Salt) He will then 1ssue his British Indian demand
and forward to the Government of Aden a copy of Ins assessment
order accompanied by a note regarding s examination of the
accounts relating to (17} income taxable in Aden only if any The
Aden Tncome tax Officer then will 1if satisfied 1ssue hus nssessment
arder and demand on the basis of () and (uf) as reported 1f not
satisfied he will make further enqumes In each country the
original demand will for form s sake be for the total tax payable
m that country but with a note to the effect that the amount
excess of being the sum of the estimated share of that
country 1n the tax at the hgher rate on (1) and of the tax on 1)
or () a8 the cise may be need not be pmd pending the comple
tion of discussions between the Income tax departments of the two
countries as to the final amount each 1s to recewve after setting off
double mcome tax relef

1i) The above procedure will 1t 15 understood be adopted
mutatis mutandis by the Aden Income tax authorities in respect of
asseseees who are hable 4o fax m both countmes and  whose head
office 1s 1n Aden

126 Lamttation of clavms for refund  {Section 50) —() Claim
for refund are admssible 1f made within 12 months from the last
dav of the cilendar year 1n which the tax was recovered or befor=
the Jast day of the financtal vear commencing after the expiry of
the previous year as defined 1n =ection 2 (11) of the Act 1m
which the mcome arose on which the tax was recovered whicheser
period may expire later Ths limitation applies also to refunds
of double mncome tax (sedtron 49) The date of recoverv in tlis
cage 18 of course the date of recovery of the tax m India  Since
however there 15 often very great delay 1n setthng assessments and
claims to relief 1n the Umted Kingdom provisional claims for
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double income-tax relief . unsupported by proof that relief hag
actually been obtained in the United Kingdom may be accepted
if presented within the limitation period if the assessee definitely
undertakes to produce such proof as soon as relief in the United
Kingdom has actually been obtained. When this undertaking is
punctually fulfilled the claim may be treated as one presented in
due time. Claims to refund under section 49 may also be admitted
after the expiry of the prescribed period, if the applicant satisfies
the Commissioner, or an Assistant Commissioner specially em-
powered in this behalf, that he had sufficient cause for nof making
the claim within the period.

(i) This section should be interpreted as illustrated below in
dealing with claim for refund of tax on dividends. Taking the case
of a shareholder in a company which declares a dividend in J anuary .
1929, 1f he is divectly assessed and is a person who does not keep
accounts, or whose ‘‘previous year'’ is the income-tax year, an
adjustment can be made whenever-he is assessed in the income-
tax year April 1929 to March 1930, while an application for a re-
fund can also be entertained at any time up to 31st December 1930.
If he keeps accounts and his ‘‘previous year'’ runs, say, from Octo-
ber to September, an adjustment can be made in the course  of
assessment during the financial year 1930-31. An application for
refund can also be entertained up to 31st March 1931. Where the
shareholder keeps accounts on the cash basis, the relevant date is
the date of receipt and mot the date of declaration, and the fore-
going instructions have to be read subject to this modification.

127. Appeals against refusal to grant refunds.—Section 50-A
gives a person aggrieved by an order of an Income-tax Ofﬁcer} re-
fusing to allow a refund or granting a refund of an amount less than
what he has claimed under section 48, 48-A or 49, the right ‘to
appeal to the Assistant Commissioner against such order. The
appeal should be presented within 30 days of the date on which
the order was communicated to him. The appeal should be in
the form prescribed for the purpose and verified in the presgnl')ed
manner. Before passing any order on such appeal the Assn}st..mt
Cominissioner should give the assessee an opportunity of being

heard.

198. Prosccution for offences. (Sec also paragraph -8)7).—-Prosbe-
cution of assessees for offences under sections {31 and ?L cannot be
commenced except at the instance of an Ass:spant__(,omnnss;]'oneri-
and the Assistant Comm'issmner, 15 under se?tlonlad,ﬂ” em‘pom,jx:ﬁ(
to stay any such proceedings or cqxnponnd any Rll(l‘,l offence. : mf
power of compounding an offence 1s one t;ha:;1 c:lmt)le) (ELGICIS.(}( c]cd-
only after proceedings have been commenced, but before proc

ings are instituted at all.
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129 Income-tax records to Dbe hept confidentual (Section
54) —() While the Act of 1918 merely penahsed the disclosure by
a pubhic servant of the particulars contaimed wn any statement or
return furmshed under the Act, section 34 further penalises the
disclosure of any particulas contamed 1n any acconnts o1 docu-
ments produced under the Act or in nny evidence given ot deposi-
tion made i the course of moceedings under the Act or mn  am
record of an assessment proceeding or proceedings for recovery of
a demand. and debais the Cowts from requuing public servants to
produce mcome tax records or to give evidence respecting the same

(1) The provisos to sub section (2) contain provisions stating
what particular cases information may be disclosed The effect of
the provisions 15 that information obtammed n connection with the
assessment of 1ncomes and recoverv of the tax mav be disclosed by
public servants to such persons only as act i the execution of the
Act and where 1t may be necessary to dicclose the same to them for
the purposes of the Act, or 1n order to, 1 the course of, a prosecu-
tion tor perjury committed mn connection with proceedings under
the Act  The production before a Comt of any document, declara
tion or affidavit filed, or the record of any statement or deposition
made 1n a proceeding under section 26 4, or the gning of exvidence
by a public servant 1n iespect thereof 1s also mot prolubited
Proviso (¢) was mserted mainly for the purpose of extending the
protection to every action of a public servant 1n pursuinee of the
provisions of the Act or *he rules such as the service of a nohce
by affixtme Prowiso (cc) authonses the disclosure of any parti-
culars contained 1 an Tncome tax record which 1s oceasioned by
the lawful exercise by a public servant of hus powers under the
Indian Stamp Act, to impound an insofficiently stamped docu
ment Apart from these particular cases it 1s essential that ali
records should be hept strictly confidential and, 10 particular the
practice m certam provinces of furmshmg nformation to loeal
anthomties, who 1mpose & tas on ‘ encumstances and property ’
or o local mmcome tax, of the details of assessment made by the
ncome tax authorities must cease  Tlus probition applies equally
to furmi<hing such information to other Government departments

(1) Tor the mewning of the phrase “‘public servant’ eee pura-
graph ¢

130. Super-tar —@) The provisions of the Act regarding -
come tax other than those specially escepted n section 38 apply
also to super-tax which 1s merely, as stated 1n section 33, “an
additional duty of mcome-tax’  Super-tax 18 levied at the rates
specified in the Finance Act (at the end of Part I of tlus Manual}

(1) The super-tax on companies Is levied at a flut rate on the
whole of the profits of a compiny This tax on companies, wlich
takes the place of the tax formerly levied at a graded scale of rates
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-on the undisinibuted profits™ of 2 company, is levied on the com-
fafri as such 0on account of the special privileges which companies
enjoy by staiuie in the shape of corporate fipance and limited
liabilitr. No refund on account of super-tax on companies is
therefore. allowed to shareholders R

(iif) : the ; ; s i

e _\hxz,EApan f{om {the fex on companies which stands in 2 class
DY 1seli, super-iax is levied on a scele of graduated rates. While
m} ﬂile c;'z_se 0: 1ncome-iax the different rates are applied to the
whole of a zozcppn’e 3 3 & fan S ¢

whole of an assessee s mcome, the different rates of super-tax are
l€vied on successive “‘slices™ of income, f.e., on the portions of zn
assessee’s mcome In excess of cerfain limits or the poriions lving
between certain limits. s

- (in) Hindu undivided families are treated for purposes of super-
12X, as ior income-iax purposes, as separate assessees. )

(¢} Unregistered firms are elso treated as separate assessees.
‘Where, however, an unregistered firm itcelf is not assessed in
super-tax (e.g.. if ifs assessable profiis are less then Rs. 30,000,
In that case only is the income which any individual member of ar
unregisiered firm receives from the firm included in his total in-
-come for super-iax.

(ci) Regisiered firms are not assessed to super-tax, but the
shares of partners in registered firms are inciuded in the roal in-
.come of the individual pariners on which super-tax is levied and
similarly the dividends of shareholders received from companies are
included in the individual income of those shareholders.

(cif) The tax is levied on “‘total income’ znd ‘‘toiel income™
in all cases means exacily the same thing as total income calculated
for income-tax purposes with the solifery exception that where an
anregistered firm is jiself assessed to super-tax, the share of the
-proﬁ;s nf 2 member of the upregistered firm is excluded from kis
fotel income for super-tax purposzs.

131. Deduction of super-tar @t ihe source.—(} One of the ex-
ceptions to the general rule that super-iax is recovered by assess
ment of the person lizble is that provided in sections I8 (3A} w
{8D) and 57. Thar provision is rendered pecessary owing io ine
difficuity of obtaining income-iax and super-tax from non-resident
Section 57 (1) prm‘iées that in order to recover super-tay from t
share of the profits of 2 periner in a registered frm. vr}]o Is not
resident in Brifish Indiz, the resideni partners are tbe}mselves
jointly and severzlly lizble to pay ﬂ}.e sﬁt}pek—tfx_qdue from t_:xe~noqn-
Tesident in respect of his share. Seciion 18 (3A) authorises o
Income-tax Officer to require the person respon;xple for reyving
‘interest not being interesi on securifies” fo deduct income-tax, ;'m'é‘
super-iax gt the time of PIFIRENT O SUCH INETEsT 10 & nOHJé}:‘zfié.B;;
if the amount in any year exceeqs 1he MaXIMUum aTmount W}..}L-é i
ot charg determned by nnz :-

- rson in that year. Under

cable with super-tax, at the rates
be spplicable to the toral income ¢ such per

I

Nady bbe

[
he
-
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section 18 (313) where the person 1esponsible for paying any inte-
1est not bewng nterest on secunitres to any person pays to that
person m any year an awmount of such interest exceeding 1  the
aggregate the maximum amount which 1s not chargeable with
super tax, the person responsible for paying such interest shall, af
the recipient 15 not known to be a resident and no order under
section 18 (3A) has been recerved from the Income tax Officer 1n
respect of such recipient, deduct at the time of payment income
tax on the total amount of such interest at the rate appropriate to
such total and super tax on the amount by which such total ex-
ceeds the maximum amount not chargeable with super tax at the
rate appheable to such excess

(19) Secuion 18 (3C) authonees an Income tax Officer to require
the principal officer of a company to deduct super tax at the rate
deterrmined by him from the dividends payable to a non resident
shareholder whose total income 15 expected to exceed the maximum
amount which 18 not chargeable to super tax This rate must be
the effective or average rate of super tax, that 1s to say, first the
total amount of super tax due on the total income must be
calculated Then the rate 1s to be armved at by dividing this
total snper tax by the total income That rate 1s to be notified
fo all persons paymmg dividends and they should be required to
deduct super tax at that rate from whateser dinidends they pay.
These sections should not ordinanly be resorted to where the non-
resident has an authonsed agent 1n India to whom these interest
payments or dividends are pawd and through whom he can be
assesced 1o ncome tax and super tax in the ordimary way under
section 43 of the Act, but this section should be employed where
special circomstances render i necessary, eg, where 4 non-
resident has resorted to some device by which such proceedings
under section 43 have been rendered infructuous Any such case
should be reported bv the Income tax Officer concerned to the
A-~aistant Commissioner of Income tax whose orders should be
taken before proceeding under this section

(1)) Section 18 (8D) makes a principal officer of a company
hable to deduct any super tax due on dindends payable fo a <hare-
holder whom he has no reason to believe to be resident 1a Brtrch
India The lability under this section and section 57 (1) merely
attaches where the amount of the profits or dividend, payable to
the non resident partner or <hareholder together wich the amaunt
of any 1ncome tax payable by the company or firmo mn  respsct
thereof 15 talen by itself hable to super tax on the as vmphion that
1t repre-ents the whole mcome of the non re 1dent partner or chave-
tolder It chculd be observed that if for example disidends are
pad half yearly and the combined amount of the two payment=
1n anv vear and the 1ncoree tax thereon exceed> the mimmum
Lisble to super tax thouzh the firt payment mclading the icome

tax on it taVen by 1teelf do= no* exceed 1t the privmipal officer s
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2f:nntd t(}}deasct t’he-super-tax.on such excess from the second pay-

. +41€ Act aoes not require the resident partner or the princi-
pal officer to obtain from the non-resident partner or shareholder
a s_t:_mternent' of any other income that mav acerue to him in
British India. Where there is reason to believe that there is
S!}Ch other income it will be necessary to rely on the provi:ion;
ot secitons 42 and 43 of the Act or Section 18 (3C). In the ca;e of
companies the ohligation to deduct applies only to dividends and
does  not apply to other sums which 2 non-resideni may receive
from tht::‘ Company by way of interest on debenfures o remunera-
non such as Director's fees. If the non-resident is himsalf assess-
ed through an acent.

sub-section (2) of section 57 provides that
amount deducted at the source in this manner shall be taken into
account in determining the amonnt pavable by him in respeer of
any other income, ) .

132. '-C”ﬁn!:r'fql‘. D duction af source from idiriderds  of no-
resiient shareholders ~Section 1S (3D).  Sometimes large blecks
{ share- are registered in the names of banks. and held by them
on behnlf of the real owners for various reasons. though the banks
have no proprietary or beneficizl interest therein. The agaregate
dividends on a block of shares in 2 singie company thus held by
2 bunk may exceed the maximum amount exempt from super-tax,
though the dividends rayable to some or all of the real owners
individually may not exceed thar amount. In such circumstances
super-tax should not be deducted at source fmn3 the dividends
payable to the bank irrespective of the liability of the several real
owners of the shares. If, therefore, a bank in such circumstances
furnishes the Income-tax Officer assessing the company from time
to time with @ list giving the names and addresses of the real
owners of the shares and the number of shares held by each. the
Income-tax Officer will inform the principal officer of the company,
under section 18 (3C). of the rate of supsr-tax to be deducted in
rezpect of the dividends payable to the bank, or that no super-tax
‘o be deducted therefrom. as the case max be, having regard ©

183. Rules.—Rules made under section 59 of the Act by the
Cantral Board of Revenue are contained in Par I1 of this olum}e.
With the exception of ibe rules first made under the ict. the
power io make rules is. under section 59 (b"..subthft t? the Ici:
dision of ““previous publication”. The meaning or _t:le‘—: phrass
““subject to the condition of [revious ptlbhciatlgua is given in
“tion 23 of the General Clauses Aet. 1897 (X of 1390, riz.i—

kit : 3 ~alstion, A
Te tovernor-Gezeral in Coznetl or Regulstion.
*Where. by arcy Actbof Ithe G v: S‘;\-Ec‘:ﬁfok o o e e conde

ve-lows Is EXpressa e given €

e ERr ress
orer to make rulz o previous pablication. then the

of ths rzles or byelsws belng n::‘zde after
oswing provisions shall apply namely :— et sl fefor
1} ths authority having power to make}é}e mr?alj:o?bvi-el; ;.:S-f;;- e
Line- thern publish a dmaft of the proposs es o- by

o sheaere -
ation of persons likely to be affected thereby;

e

o
Q
4]
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(2} the publication shall be made in such maunner as that authorty desma
Yo be sufficient

{3) there shall be published with the draft a notice sp cifying a date on or
after wh ch the draft will be taken into considerat on

(4) the authonity having power to nake the rules or byelaws shall consmder
auy objection or suggestion which may be recewved by tle authomty having
power to make the rules or bye laws from any person with respect to the draft
before the date se specified

{5} the publication in the Gazette of a rule or byelaw purporting to have
been made in exercise of a pover to make rules or byelaws after previcus
publicat ong ehall be conclustve proof that the rule or bvelaw has been duly
made

134 Rclicf under section 60 (2) —In calculating rehef to be
granted to an assessee n respect of any vear under section 60 (2)
any advantage gaed bv him 1n 4 previons year in which put of
Tus salary was short paid will be  taken nto account This sub
section appl es to all cases wrespective of the conwderation that
the payment of salary n advance or m wreals was m accordinre
with the rules goverming the piyyment  Salwrv 1n this sub section
has the same meamng as salary 1n section 7

135 Composition not permusstble —Lhe prosisien in previous
Acts that allowed a system of compasition of issesstent and
enabled the Income tax Officer under speaified conditions to enter
mto compositions with assessees has been omutted from the present
Act  No composition of assessment can thetefore now be made
although any composition entered 1into before the present Aot
came 1uto force must be gven effect to for the penod for which the
agreement was made

136 Assessment of tncome far on narred tomen —()
Although there 1s no specific provision to this effect m the dct
married woman 1s chargeable as 1f unmarned and has to be sepa
rately assessed 1n respect of her separate income

(1) Pension recenved from funds such as the Indian Military
Service Famiy Pension Tund by 1 widow on account of her
<hldren -nd on account of herself are distinet and <epuate fiom
one another The pension of s minor orphan poid to Ius or her
mother or a duly appomted or recogmsed guatdiin should not be
neluded 1 the taxable income of the mother o1 gnardian for the
purposes of income tax assessment

137 Method of scromng netices or requnsrttiuns —(1) Lnder sec
tion G3 of the Act 4 notice or requisinion may be served exther by
post or 1 any manner provided for the service of summons under
the Code of Civil Procedure  The words by post under section
27 of the General Clauses Act, 1897 (\ of 1897 mewn bn 8@~
tered post
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(i) Section 63 (2) speci o :

: on pecially provides that in th

Zfl It‘illzllcl]]u UDdW}l)ded faz}x}nhes a notice or requisition ;;;si?eo;ddﬁg;s
y member of the fir ! N

member of the fanly. rm or to the manager or any other male

assigii; cfrlz’iz?s (izt%rmma;zo_n_ of th?e Income-tax Officer by whom an
: e ¢ made.~—(i) While for the reasons given in para-
graph 35 every Income-tax Officer is, under section 64 (4), vested
with al} the powers conferred by or under the Act on an Income.
tax Officer in respect of any income profits or gain 1
ansing or received withi ; i ipata sl ol
g or received within the area for which he is appointed, the
question of the Income-tax Officer by whom a particular assessee
1s to be assessed has to be determined in accordance with the pro-
visions of sub-sections (1) to (2) of section 64. Under those provi-
stons, if an assessee carries on business, he has to be assessed bv
the'Incoxpe%;u_,\' Officer of the area in which his principal place of
business is situate; in all other cases an assessee has to be
assessed by the Income-tax Officer of the area in which he resides.
Where there is any doubt or dispute on any such question, the
question is to be finally determined by the Commissioner of the
province in which the areas are situate. Where the areas are
situate in more than one province, the question is to be determined
by the Commissioners of the provinces concerned in consultation,
and, where two Commissioners are not in agreement, the question
will be determined by the Central Board of Revenue. In all cases
of dispute, however, before any such question is determined, the
assessee must be given an opportunity of representing his views.

(1) I an assessee whom an Income-tax Officer is seeking to
assess challenges his jurisdiction on the ground that the assessee’s
principal place of business or residence is in a different income-tax
circle, the Income-tax Officer should at once report the case to the
Commissioner for orders. Even if the Income-tax Officers of the
various circles concerned are in agreement as to the proper place
of assessment, they are not competent to decide finally where the
assessment should be made unless the assessee acquiesces in their
decision. If he disputes it and the alternative places of assess-
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 in the same
Province, 1t is not necessary for the Commissioners to refer the
case to the Central Board of Revenue, unless they hold different
views.

(i) It is not necessary for an assessee who disputes the juris-
diction of the Income-tax Officer either to move the Commissioner
himself or to ask the Tncome-tax Officer to do so. Whatever the
assessee does or proposes to do, therefore, the Incomie-tax Officer
should take the Commissioner’s orders at once whenever his juris-

diction is challenged.
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(iv) As the question of jurisdiction must be decided before any
assessment can  be made, the Income-tax Officers and Commis-
sioners should deal with all questions arising under section 64 as
-expeditiously as possible.

139. Reference to High Court. (Section 66).—(i) Under the Act
of 1918 a reference to the High Court on a question of law might
be made anly if the head of the mcome-tax department in & pro-
vince saw fit. He Was not reguired to make any such rgfe{ence on
{he application of an assessee if satisfied that the application was
frivolous or that a reference was unnecessary. Under sechon 66
of the Act, the Commussioner of Income-tax has no longer power
to withhold a reference on these grounds but is required to state
a case to the High Court on the apphcation of an assessee. In
arder to provide against frivolous or unnecessary applications, sub-
section (2) requires that every such application shall be accom-
panied by a fee of Bs. 100 or such lesser sum as may be prescribed
by rule made by the Central Board of Revenue (no lesser sum has
vet been prescribed). In order to safeguard the revenue, sub-
section (7) provides that the fact that a case has been stated to
the High Court shall in no way stop the collection of the tax from
the assessee.

(ii) An application for a reference fo the High Court can only
‘be made after an appeal to the Assistant Commussioner under sec-
tion 31 or an appeal under section 32 to the Commissioner or a
reference to a Board of Referees under section 33-A has been dis-
posed of. An aseessee must therefore exhaust his remedies of
appeal to the 1ncome-tax authorities before requiring a reference to
the High Court. As it is desirable that questons of principle
chould eo far as possible, be settled by the revenue authonties, the
Pprovisa ta sub-section (2) provides that it on receipt of such an
,fxpphcahon the Commissioner is himself prepared to give a raling
in favour of the assessee on the point of law rmsed, the applicant
oy withdraw his application for a reference to the High Court in
which event the fee paid shall be refunded.

(i) An assessee may also ask for a reference to the Thgh Court
-on a question of law arising out of an order of the Commissioner of
Income-{ax under section 83 of the Act. This nght has been pewly
.conferred on the assessee by the Indian Income-tax (8econd
Amendment) Act, 1933, A reference in respect of such an order
can be asked for only where the order enhances an assessment or
otherwise prejudices the assessee and in no other case. Further
o reference can be made only on o pont of law arising out of the
order under section 33 itself and not on a question of law arising
-out of a previous order under section 31 or section 32 revised by
the order under section 88, :
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during a particular year of assessment. The res s i
obvious. The method of assessment based on thes;gwfi%z:hgluﬁ
tion is itself a concession which, if the companies wish to enjo
they must take as a whole. If there were to be a subsequent riz
adjustment with reference to any of the transactions in the current
actuarial period, this would have to be made after the period was
closed with reference to the transactions of the company as a
.Wl_xole dunng that period, but this course would obviously not be
suitable as it would mean very long deferred adjustments.

(iv) In other classes of insurance business (fire, marine, motor
car, burglary, etc.), an annual calculation of profits is practicable,
and rule 29 provides in the case of those particular businesses for
the method of treating sums placed by companies carrying on some
or all of these branches of insurance business to reserves for un-
expired risks. The reasons underlying the concession granted in
this rule should be carefully noted. The profits derived, for in-
stance, by a Fire Insurance Company from the premia which it
recerves cannot be finally determined until the policies issued in
return for the premia have expired and the risks to the company
thereunder have terminated and, as the periods during which the
risks endure will not ordinarily coincide with the period on which
the assessment to income-tax is based it is necessary to frame some
estimate of the expenditure which the company will be called upon
to incur owing to the fact that the risks covered by 1its premium
income in the years of assessment have not entirely ceased. With
proper safeguacds to prevent manipulation of the wecounds, this
estimate can equitably be made by treating sums placed by 1in-
surance companies carrying on fhese classes of business fo their
reserved for unexpired risks as expenditure incurred solely for the
purpose of earning the profits of the business. And where, as not
infrequently occurs, the reserve is divided into two parts of which
the first is intended to cover normal unexpired risks and is gene-
rally reckoned at a fixed percentage of the preminms, and the
second is intended to cover exceptional losses from widespread
calamities, the rule allows this treatment to additions to both parts
of the reserve. The safeguards against abuse which the rule im-

poses are as follows :—

(1) All sums on account of unexpired risks, whic_h a com-
pany wishes to have treated as espenditure for

income-tax or super-tax purposes, must actually be
credited to a Fund in the accounts of the company;

(2) They must also be specifically appropriated to meet
Jiabilities under existing contracts; and

(8) The contracts must be with policy-holders.
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(0) The only other fund establhshed by insurance compames
for which special provision 15 made 1 the rules (Rule 30) 1s the
Investment Reserve Fund  Amounts actually credited by an m
surance company of any kind 1n the ordinary accounts of 1ts busi
ness for the accounting perod to 1ts Investment Reserve Fund
for the purpose of meeting depreciation n the value of 1ts securn
ties can be treated as expenditure mncurred for the purpose of
eumng the profits of the busness in determimng the taxable
ncome of the 1nsurance company n that year The reasons for
this deparfure from the general rule that reserves are not allowed
as v busimess expense are as follows —In the first place 1t may
be noted that these adjustments are not optional, the company 1s
tequired to make them m order to ensure that ifs assets are not
overstated 1n the valuation The transfer of sums by « lafe
Assurance Company to Investment Reserve Fund differs more
over, essentially from the placing of amounts to reserve by a bonk
or ordinary commercial company, either for the purpose of extend
ing 1ts business or for the povision of additional working capitsl
the sums thus placed to reserve are practicallv speaking composed
of undistnibuted profits There 15 also a  substantial difference
between this transaction on the part of an Insurance compauny,
and that bv which a bank writes off the depreciation of the secun
ties which 3t holds A bank meets depreciation by reduoing 1ta
Reserve Fund g Life Insurance Company meets 1t by reducing 1its
Infe Assurance Funds, and this reduction may be made either by
wniting down 1its assets or by leaving the assets unaltered and
setting up as & hability an Iovestment Reserve Fund equal to
the depreciation The latter course 15 usually adopted  but
both cases the depreciation 1s a loss, and to tax the amount of
depreciation would lead to the anomalous result that the greater
the loss to the company the greater would be the amount which
1t 18 required to place to i1ts Investment Reserve 'und and cov
sequently the greater the tax 1t would have to pay

{0} On the other hand should the accounts show n credit for
‘“‘appreciation’ of assets rule 30 provides for such appreciation
being taxed The words **as has heen otherwise taken wnto
account 1 the latter portion of rule 30 mean having been
cornied to the Tafe Assurance Tond or otherwize taken into
account’’

(vri) The reason for the use of the word may nstead of
“‘shall * 1n rules 27 29, and 30 1s that while the concesmons con
ferred by these rules should be granted as a genem! practice the
mcome tax authonties retain a discretion to refuse them where the
concessions have been abused

(oui) Compames carrying on Dividing Soctety or  Assessment
business are 1n a different position to the insurance compames pro
per 1a that thev have not to bmid up funds simlar to the Iafe

x2
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g%s:gz\mﬂcre Fund of ordinary Life Assurance business, and their
p necse N e no;; ordinarily ascertainable by actuarial valuation, It
o1 t“’;&x ¥, therefore, to fix some arbifrary method of determining
- a d e income of compames transacting these kinds of business
and under rule 31 this is done by taking 15 per cent. of the pre-

.

. - .
fim income 1n the “‘previous year".

142. Liability of instruments presented to or issued by Income-
taz authorities to Stamp duty and Court-fees.

Affidavits.—(i) Txemption (b) to Article 4, Schedule I, Indian
Stamp Act, 1899, does not apply to an affidavit required for the
immediate purpose of being filed or used in any Income-tax pro-
ceedings or before the Income-tax Officer or the Assistant Com-
missioner or the Commissioner, because none of these officers

is a ‘Court’.

Copics or Bxtracts.—(i1) Under Article 24, Schedule I, ibid, all
copies or extracts certified to be true copies or extracts by officers
in the Income-tax Department are liable to stamp duty if under
the law they are not chargeable with Court-fees.

Poteers of Attorney (Authorisation Letters).—(iti) A bare letter
of authorisation, i.c., written statement by an assessee that a cer-
tain person appears on his behalf, does not require to be stamped
as a ‘‘power of attorney”. A ‘‘power of attorney’’ is a document
which renders it safe for a third person to freat the agent as
though he were the principal. Whether a document that is more
than a bare letter of authorisation, does, in fact, entitle the agent
to bind the principal is a matter of fact that can only be decided
with reference to the facts of each case. If it is a “‘power of
attorney’’ it is liable to stamp duty. The power of attorney should
be stamped as an authority to act in a single transaction [Article
48 (¢) of Schedule I]. There is, however, nothing to preven} an
Income-tax Officer granting permission to a representative to
appear without acting on behalf of an assessee, 7.¢., merely fo
produce or explain accounts, etc.

Orders—Copies of ~—(iv) Under Schedule I, Article 6, of the
Court-fees Act, 1870, every copy of an order passed by an officer
in the Income-tax Department in respect of any proceedings under ,
the Act is chargeable with Court-fees.

(v) Under Article 9 of the same schedule, every copy of an In-
come-tax proceeding or order (not otherwise provided for by the
Court-fees Act) or copy of any account, statement, report or the
like taken out of an office in the Income-tax Department is liable

to Court-fees.
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(vi) Article 6 of Schedule I of the Court fees Act applies to
quasi judicta] orders eg assessment orders mcluding orders en
bhancing assessments orders under section 27, orders imposing
penalties under section 25 (2) and section 28 (1) and all appellate
nd revisional orders generally, and Article 9 to other orders

(v4) Under paragraph 99, a copy of the assessment order passed
under section 23 18 supplied free of copying charges by the Income
tax Officer on an appheation by an assessee subject to certamn condi
tions  Such a copy 1s also free of court fee under item 9 of Gov
ernment of India Notification No 4650 dated 10th September
1899 1f for the assessee s private use But 1f & copy of the assess
ment order 15 filed as an exlibit 1n support of an appeal etc 1¢
must be stamped with the proper court fee stamp The position
1s the same 1n respect of copies of appellate orders under section 31

Petitions—Applications —(omt) Under Article 1 of Schedule 1T
of the Court fees Act, 1870 every application or petition present
ed to any executive officer (which mcludes any officer 1 the
Tncome tax Department) for the purpose of obtaiming a copy or
translation of any order passed by such officer or any other docu
ment on record 1n such office 13 chargeable with Court fees

(x) Under Article 1 (¢) of the same Schedule an apphcation or
petition presented to the Central Board of Revenue 1s chargeable
with Court fee

Wakalatnama —(x) Under Article 10 (a) and (¢) of the same
fchedule a Mukhtarnama or Wakalatnama presented for the
conduct of any one case to an officer 1n the Income tax Depart
;nent or the Central Board of Revenue 1s chargeable with Court

ce

. -+ £ 4=" Aw ~vman] preferred under

lable to Court fee

fees Act (N B
—No Court {ee 16 chaxgeable on pelations precented wnder section
33)

Refunds —(a1i) Apphcations for refunds under section 48 of the
Indian Income tax Act are exempt from payment of Court fees
under clause (zz) of section 19 of the Court fees Act

Court fees— Computation of —(zui) In all those cases where the
Court fee 18 advalorem the monetary value for the purpose of
determimng the Court fee 15 the amount of tax or penalty lewed
by the Income tax Officer

Rates of duttes —(ziv) Starp duties and Court fees vary from
Province to Province As regards the details of the rates refer
ence should be mhde to the vanous Stamps and Court fees Amend
ment Acts i the different Provinces which have been passed 1n
recent yeurs
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INDEX TO INCOME-TAX MANUAL.

Abats ts  (See Allo Exemptions )
Abu, District of, application of the Act to .
Abwabs . . . . .

Accounting method, for calenlating assessable m.
come -

chango of, Income tax Officer
may sanction
Income tax Oficer’s discre
tion 1n regard to method
Accounting period, for determmng assessable 1n
come {see “Previous
year’)

A ts, farlure by to produce when
called for, assessment how to be made
1n such casos

v procedure when failure not wilful,
fresh assessment to be made
prosecution for failure
night of appeal forferted

Income tax Officer’s power to call for,
1ssue of notice

restriction on

Adiost system abohshed
under section 19 of Act VII, 1918

Admunistrator-General, hamhty of, for tax due by

beneficiary
Ad o pay to Gov Officer, exempt
Agency, mterpretation of
Agency rules

Agent, of non resident, imcludes person treated
as such by Income tax Officer, after
notico

Agents, assessable on behalf of non-residents
Agnicnltural income  (See Indigo, Sugar and Tea,
defined .
excmpt . .

P.1
P2

8 10 (3), 13, P 13,
50, 51

g

P 51

P 51
S 21 3,P 614

S 23 (4), P 88, 89

S 27,P 86

S 51 (d), P 88

8 30 (I) Prov, P
88

S922(4 P 88
S 22 (4, Prov P
88

P14
S 68, Prov,P 14

S 41, P 108
P 36

S 42,43, P 111 ()
P 3571

S 43, P 111

8 40,42 (1) P 15,
69, 110, 111

2 & P
4 (3) (vm), 2



Agricultural income—conid,

exemption not applicable
to income from agricul-
ture abroad

forest or trees—income
derived from, when not
Liable

income partly derived from
a%mculture, assessment
0 . .

non-agricultural income
from permanently settled
land, not exempt

power of Central Board of
Revenue to make rules
for assessment of

Agricultural produee, market value of
sale of raw, by- cultivator,
ete., income from, exempt

Air Force, wound and injury pensions exempt .
Allowance, benefit or perquisite, special, exempt .
Allowances, house-rent, when exempt

Allowances, inadmissible. (See Deductions from
taxable income).

Allowances in assessing business income, admis-
sible—
animals, dead or useless
auditing of accounts, expendlture on, when
admissible . . .
bad debts (see ¢ Bad debts R
bonus or commission paid to an employee,

when admissible

borrowed capital, interest on
business taxed for the first time—
Accumulated depreciation to be allowed
year by year . . .
debentures, interest on
depreciation on buildings, machmery, plant
or furniture, ete. . . .

.

excess of —— over profits, how to b
adjusted . . . .

2 (1), P.2.
P.2.
R. 23,24, 7.9,
P.2.
S. 59 (2) (a) ().

R, 24.

P.2.
P. 17 (29), (30).

S. 4 (3) (vi), P. 33.
P. 33.

S. 10 (2) (viia), P. 61.

P. 64.

S. 10 (2) (viiia), P
63.

3. 10 (2) (i), P. &7.

P. 59.
P. 57.

8. 10 (2) (i), P. 59,
R. 8-9.

)
. S.10 (2) (v), P. 59.
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Afl m b mcome, admis
sible—contd
depreciation, ete —
plant below ground . P59,
rent free residences . P59
embezzlement by employee P 64
insurance agamst loss of profits, pre.
muum when admissible P 58
wsurance of buildings, ete 8 10 (2).(w), P 58

urecoverable loans (ses ¢ Bad debts’)
land revenue, local and mumeipal taxes 8 10 (2) (un), P
69

s
local rate or tax not dependent on

profits P 62,69
‘obsolescence of machinery, ete 8 10 (2) (vsr), P 60
partners’ capital, nterest on, when ad

mussible P 57
‘pansions to ex employess P 61

provident funds (see major head
¢ Provident Funds )

ralway or tramway (other than clectne
tramway)—allowances—depreciation,
obsolescence, repaws—actual ex
penditure—option to substitute P 20,59

vehgious chantable and educational
purposes, sums received for and spent

on, not taxable P 64
rent of premises S 10 (2 ), P B5
Tepairs (current), interpretation of P 56

Tepurs to machmery, plant or furm
ture 8§ 10 (2 (v)

Tepairs to premises S };0 2) (1), (v), P,
5
Teserve, sums placed to a ponsion,—~when
permussible P 64
spocial expenditure, sums received for,
when admissible . P 64
to o t dop +
allowance due to predscessor—carry
forward parmissible P59

suporannuation funds, sums contn
buted te, by employers, when per
missible P 6
Workmen’s Componsation or Accident
Insuranco Act (VIH of 1923), prerua
pad under P. o4



Allowances in assessing income from other sources,

admissible . . .

interest on loan  raised to purchase
securities . .

banker’s certifieate . . .

Allowances in [assessing professional earnings,
admissible . . . .

furniture, office equipment or instru.
ments, replacement, cost of . .

Allowances in assessing property, admissiblo—
collection charges . .
not to oxceed 6 per eent

charge sccured on property and interest
thercon . . .

ground ront

insurance . .
insurance against loss of rent, pre-

S' 12 (2)s P. 68.

P. 68,
P. 68.

S. 11 (2), P. 67, 69.

S. 11 (2), P. 67.

8. 9 (I) (vi), P. 48.
R. 7.

S. 9 (I) (iv), P. 44.
S. (?9(1) (v) & (v), P.

S. 9 (I) (%), P. 44.

mium, when admissible P. 44,
land revenue . 8.9() (v), P. 69.
. - P. 40.

method of caleulation

mortgages, interest due under

rent, legal expenses incurred in recover-
ing . .

rent, unrealised

repairs

unrealised rent .
vacancies

Allowances in assessing property, inadmissible
Allowances, leave, paid in United Kingdom when
liable . . . .

Amortisation of capital, depreciation on account
of, inadmissible . .

Angul, District of, application of the Act to
income of persons, other than

persons in the service of the
(Government, residing in,
exempt . . . .

Annual vatue, of house property, defined . '
of house property in owner’s resi-
dential occupation, d\eﬁnrd .

S. 9 (1) (iv), P. 44. .

P. 46.

P. 17 (37), 47. ¢

8.9 (1) (i) & (i), P.
43.

4

P. 17 (37), 41.
S. 9 (1) (vii), P. 48.

P. 42, 69.
P. 38 (See ¢ Exemp-

tions '),

P. 59.
P. 1

P. 17 (35).
S.9(2), P. 41.

8. 9 (9), Prav, P.
41,



A
\ )

Annuty, deferred, exemption

S 7, Prov, P

11,73
Annmty, mcluded mn term ¢ salary . S 7(,P 36
Annuity, under will hable . P32
A ty and capmtal redemption b profits,
how caleulated R 26, P 141
Anticipatory and exemption certaficates P8

Appeal, to Assistant Commissioner—

agawnst assessment

agamst decision as to the amount of Jose
sustamned

against decision regarding accounting
method

agamst penalty for concealment of
come

agaanst penalty for failure to notafy dis
contiuance of business

aganst refusal to re assess
against refusal to grant refund

Appeal, to Commussioner—

agamnst enha t of tax by Assistant
Commissioner
aganst penalty for concealment of income

Appeal, forfeiture of night of

$ 30 (), P 101

P 51
S 30 (), P 101

S 30 () P 101
830 () P 86
$ 5OA, P 127

$32() P 103
S 32 (1), P 103
8 30 (1) Prov P

form of S 30 (3), 2 R
21 22

fresh assessment on S 31 (3) (b
heanng of 8 31 (), P 102
adjournment of hearmng 831
mnquiry on 8 31 (2), P 102
lumtation $30(2),32(1),67A
non app of appellant, di to

be recorded on ments P 102
suspension of payment of tax pending dis«

posal of . S 45, P 115
venfication . . s 30 (3), 32 (2)

Appeal, departmental, to AI;:WI Government by

istant Commissioner

R 21,22

or Income tax Officer , P 35
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Appellate powers, of Assistant Commissioner . §. 31 (2), (3), P. 102

of Commissioner . . . 8.323).
Application of Income-tax Act, (See “Exemptions”.)
Appointment of Assistant Commissioner . . S ('5') ), (), P. 35
1),
of the Central Board of Revenue . P, 35 (i).
of Commissioner . . . . 8.5 (3), 5, P. 35
(7).
of Income-tax Officers . . S.5 (4, &), P. 35
(%), (iv).
Appointments, approval of Provincial Govern-
ment when required . . . P.35 (1)
Arrear of rent of land, interest on — when liable
to income-tax . . P.2
Assessee, defined . . . . . . 8.2(2,P.38
personal attendance of . . . S8.23 (2, 61, P. 90,
116.
personal expenses of, deduction inad-
missible . . . . . P.53.
representation of, in proceedings . 8.61,P. 90
returns, must be signed by . . P.90.
Assessment . S. 23.
cancellation of, by Ass1stant Commls
sioner on appeal . 8.31(3).
cancellation of, by Income-tax Officer,
when sufficient cause shown S. 27, P. 86.
corfirmation of, on appeal S. 31 (3).
S. 24.B, P. 93.

deceased persons
discontinuance of business
enhancement of, by Assistant Com-

missioner on appeal . . . S.lo.');l (3), f(a), P.

S. 32, P. 103.

S. 25 (1), (2), P. 96.

appeal against such order
appellant to show cause against
order of enhancement .

fresh assessment, on appeal

fresh assessment when sufficient cause
shown, by Income-tax Officer

appeal against refusal to make
fresh assessment .

income escaping assessment, method
of assessing . .

S. 31 (3), Prov.
S. 31 (3) ().

S. 27, P. 86.
S. 30 (), P. 101.

S. 34, P. 105,
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Assessment—contd
mdividual members of firms, asso-
mations and compatues power to
asgess

pustakes 1, rectificatson of
order of

copy of, to be granted free
place of

reudents, temporary

Assets, wasting, depreciation on, madmsable

Assistant Commussioner, appeal to, against assess
ment penalty for con
cealment or failure to
give notice of disconta
nuance of business or
refusal to make fresh
assessment

forfesture of nght of

form of . .

fresh assessment on
heanng of

adjournment of hear-
mng
Wywry on
appeal to—
lmitation
extonsmon  of, by
Assistant Com
mssioner
suspension  of  pay
ment of tax pending
disposal of
venfication of
appeal to Commissioner
aganst orders of en
haneing  assessment or
mmposing  penalty  for
concealment of mcorme
sppellate powers of
appellant to show cause
agamnst enhancement

5234
5 35,2 100
s 23(3)

P 99

S 64,P 138
S 24 A, P92

P 58

8 20 (1), P 51, &6,

83,101

§ 30 (1), Prov, P
88 101

8 30 (3, R 21, P.
101

S 31 (3) ()

S 31 (), P 102
103

8 31(%)
S 31(2), P 102

8 30 (2)
5 30(2)
S 45,P 115

S 30 (3, R 21

S 32 P 103
S 31(3), P 102

§ 31 (3), Prov

-



Assistant Commissioner-—contd.

appointment of, by Cen-
tral Board of Revenue .

appointment of, by Com-
missioner

subject to confrol of
Governor-G e n eral,
exercised  through
Local Government .

Commissioner may direct
to exercise powers of
Income-tax Officer

Commissioner may exer-
cise powers of

defined

dismissal of, appeal to
Local Government

increment of pay, appeal
to Local Government
against order withhold-
ing .

power o call for return
of members of firm or
Hindu Undivided
family . .

power to call for reburn of
names of beneficiaries

power to compound off-
ence . .

power to direct assess-
ment of resident on
profits of non-resident

power to impose penalty
for concealment of in-

come

copy of order to be
sent to Income-tax

Officer .

power to impose penalty
for failure to distribute
profits in accordance
with terms of partner-
ship deed .

ower to inspect register
of shareholders, etc., of

company .

S. 5 (5).
S. 5 (4).
S. 5 (4, P. 35 (5i).
8. 5 (4).

S. 5 (4).
S. 2 (3).

P. 35 (ii).

P. 35.

S. 38 (1).
S. 38 (2).
S. 53 (2), P. 128.

S. 42 (2).

S. 28 (1), P. 87.

S. 28 (2).

S. 28 (2), P. 87.

S. 39, P. 89.



Asaistant Ct Id

power o 1ssue  commis
sions for the exam
nation of witnesses

power to order prosecu
faons

power torectify mistakes

power to stay prosecu
tions

power to summon docu
ments and witnesses
power to take evidence on
oath
proceedmgs before are
udheral proceedings
Association, mdividual members power to assess
Liabihty to tax of

prmeipa] officer of, defined
return of employés by
service of notice on
A (See T ")
Audifors, approved, profit and loss statement by
Anthonties
Bagd debts, deduction not per ble 1f t
kept on cash basis
- deduction permissible if accounts kept
on mercantile basis
loans urecoverable, deduction when
‘permssible
Teserve for bad debts sums placed to,
deduction no* permssible

Balance sheet, foreign income not taxable merely
by reason of entry in
Band funds, regunenial compulsory payments to,
not liable to tax
Bangalore, Cini} and Military Station, appleation
of the Act to
Bank, secunities held as part of capital or reserve

of, depreciation on, not a permissible
deduction

realisation of, profit on, not assessable

o]

37(c), P 89

w

53 (1), P 87, 128
S 35,P 106

w

53 (2), P 128

8 37 (a), (b), P 89

-3

37 (8

37,7 89

234

3, 55, 56 63 (2
2’ @),

218 P 1
21, R 17
63 (2)

mpnm wmuwnm

]

88
5P 35

w

50

50

54

0w & W "

53

]

4 {2) Explanation
P17 (B
Pi

P 69
P 16
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Banker, cortificato by, of deduction of interest on

sceurities . . . . . P.78
oortificato by, of interest paid on loan for
purchase of sceurities . . . P39,
Banling business, irrecoverablo loan—admissible
deduction . . . P.54,
Baroda, Cantonment of, application of the Act to P 1
Begping, income from professional, assessable . P, 34, IMlustration
Beneficiaries, trustees nsscssable on bohalf of | S. 40, 41, P. 108.
Barar, application of- the Act to . . . P.L
Batting, casual gains not assessable . . . P. 34, Illustration
@)

Board of Referees . . S. 33-A.

Board of Revenue, Central, (Sce “Central Board
of Revenue ),

Bombay Presidency, British administered areas
in, application of the Actto P. 1.

Bonus, for services rondered, not exempt . P34
to retiring employee, inadmissible dedue-
tion . . . P. 64.
Books, authors’ profits, assessable P. 34, Illustration
(5).
Book-makers, profite of, assessable . . . P. 34, Illustration
(2).
Book profits and losses, enter into caleulation of
income on mercantile
P. 50.

system

Borrowed capital , interest on.
British Baluchistan, application of the Act to

itish Indian Subject, income paid to, outside
British British India, when

chargeable

(See “‘Allowances”.)
8.1(2),P. 1.

S.7(2), P. 1, 15, 3T

Buildings, (See ““Allowances, Deductions from tax-
able income, Propez;ty”.)
Burglary Insurance Company, assessment of

usiness, assessment of profits from.  (See *“ Allow.-
B ’ ances, Deductions from taxable

income—Exemptions”.)
casual gains from, assessable
change of ownership, Hability of }

sucgcessor . . . . S.26(2), P. 98
deductions admissible in assessing (See

« Allowances’’.)

P, 141.

. 8.4 (3) (viii), P. 3%



t1
Busness—con’d-

dod 1~tions_madmuaibls 1 auessing
{Ree “ Deductions from faxab'a

wneome ™'} P 53
defiution of 2, P 5
discontingance of, assessment (banes
under Act of 1818} § 15 (3), P 14,06,

discontimuince of asessment (bu i
nesses commenced after March 1922) 8 22 (1) P 14, 08

discont of, t on pemod

suhsequent to end of previcus year,

discretionary P14
discontinnance of, notice to be given by

AssSesIee . § 25(9)

prualty for failare to prve notice S 25 (2)
appeal against peralty 530, P 101

discontintance of assessment, notice to

be grven to assesses S 2¢H
diseontinnanice of recovery of tax S 4,P 9%

Buymess abroad  (See “Aon residents” )
Business abroad, prefitsard gams of, when taxable S 4(2) P 15
“Basiness copnectionin Bntsh India  (See “ Aon
residents” )
Bruness expenses (See “Allowances, Dednetions
{rom taxable income *)

‘Business premoses (See * Allowances, Deductions

from taxadle mcome™}

annual value of, no* taxable

under * Property § 9(1),P 40

Busmess, branch, power of Income tax Officer S sg& ), P 35 (i)

new, assessment of P 90
Cancellation of assessment, on appeal S 31(3) (o)
when canse1sshown S 27, P 86
Caneellat.on of order enhaneng assessment, by
Commssioner S 32(3)
Canceflat on of order penally, R
by Assistant Commusaioner § 31 {3) (¢}
by Commissioner 5 323
Cantellation of regustration of a frm . S
Cap.tal (See “Allywances, D-ductions from taxabls
iacome '}
Cap tal, borrowad, subscnptions to certarm Matual
Beneﬁtgo‘cxehaa ancleded 1 § 16 (%) (ni), Expls-
nation, P 57
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Capital expenditure, inadmissiblo . . . P.53

Capital, imported into British India, not liable . P, 15:

Cash basis, of acconuntancy . . . . P.13, 50,

Casual receipts, when exempt . . . - 8.4 (3) (mi), P. 4.

examples . . . . P 34
Central Board of Revenue, defined . . . S. 2 (4a).
functions of . . P. 35,

power to appoint Assis- .
tant Commissioners,

Commissioners  and
Income tax Officers . 8. 5 (5), P. 35.

power to declare foreign

association to be a

Company . . 8.2(6),P. 4.
power to define pre-

vious year in certain

cases, and to dele-
gate such power . 8. 2 (1I) (), P. 6.

power to determine
place of assessment  S. 64 (3), P. 138,

assessee  to be

heard S. 64 (3), Prov., P.

138.

power to direct to
whom tax deducted
from salaries and
interest on securities,
should be paid . S. 18 (6), 46 (5), R.
10—12, P. 115.

power to make rules S. 59, P. 35, 133.

power to prescribe
Mutual Benefit

Societies S. 10 (2) (¢13), Expla~

nation, P. 57.

power to prescribe per-
son who should make
returns of employees 8. 21, R. 15, P. 83.
. - . . i
1 India, British administered areasin, app
Centra cation of the Act to . . P.L
Change of ownership . . S. 26, P. 96, 97.
firms converted into com-
thod of assess-
v P. 97.

ment . . . .
recovery of tax . . . S.44,P.96.

Charges. (See “Allowances, Ded
able income”.)

tax-
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Charging sections, Income tax
Super tax
Chantable Institution, voluntary contrbutions to
exempt

Charitable Instiutions, purposes and trusts, ex
emption apphes if m
come seb asmde for nced
not be actually spent n
year of wceount

Chantable purposes, defined

meome from property held
for, when exempt

Charily, expenditure on, inadmssible as a dedue
tion

Civil Court, portson of salary withheld under order
of, taxable

Cyvil Courts, jumsdiction barred
profubited from summorung 1ncome
tax records

Coal, depreciation on, as a wasting asset, inadms
siole
Coal Mines, shafts, tramways sdings, deprecin
tion allowances
Collechion charges, allowances for
maximum of § per cent

Collection ot tax  (Seo *“Recavery” )

Collector, recavery of tax by

Colomal Treasunes, salary, eto, deawn at by
Officer on duty or leave

Commssion, mcluded m * Salares ¥
partner 8, madmssible 85 & deduc

tion
Commssion, 1ssue 0f
Commussioner of [ncome-tax, appeals  to  (See
“Appeals’ }

appoustment of, by
P(gentml Board of
Revenue
omntment of by
npgovemor General

$3P3
S65P 3

8 4 () (u), P 2L

P21
8 4(3) ad fin

S L@ 0 o P

P 53

P 36
8 67

8 54 (1)
P 55

P &y
8 9 () (1) P 44.

S9N R TP
46

S 4642 P 115

P ITED & (29

8 1(n

P 57
837 P &Y

8 &8 (5) P 35 (u).

§ 6P 3 m
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Commissioner of Incoms-tag—con/d,

recommandation
of Local Gov-
ernment to he
considered

Assistant  Commis-
sioners and 1In-
come-tax Officers
appointed by,
and subordinate
to

definition of .
functions of

powers, appellate
powers . .

power to appecint
Assistant  Com-
missioners and
Income-tax
Officers

control of Local
Government.

power to determine
place of assess-
ment in case of
dispute
asscssee
heard

to be

power to determine
« previous year ”.

power to direct that
powers of Assist-
ant Commis-
gsioner and In-
come-tax Officer
shall he exercised
by Commissioner
and Assistant
Commissioner

power to direct re-
covery of arrears
of income-tax
like municipal
tax or loval rate
end by what
authority

S.5(3).

S. 5 (4), P. 35 (ii).
8. 2 (5).
P. 35 (iii).

S. 32, P. 103.

S. 5 (4), P. 35 (i),

P. 35 (ii).

S. 64 (3), P. 138.

S. 64 (%), Prov., P,
138.

S. 2 (11) (b), P. 6.

S. 5 (4), P. 35.

S. 46 (3) & (9, P
115.
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Compussioner of Income tax—concld

power to 1mposo
penalty for failure
to distribute pro
fits 1 accordance
with terms of part
nership deed

power to 1ssue com
mission

power to levy
penalty for con
cealing mcomo
capy of order to

be sent to
Incometax
Officer
power to rectify
mstakes
power to reduce
partners’  assess
ment when firm s
asgsessment 18
reduced

power to refer case
to High Court
may allow mter
est on rtefund
1 such cases
power to sanction

prosecution  for
disclosure of
formation b,

public servant
power to summon
witnessos and
documents
power to take evi
dence on oath
powers of review
(See “Review
powers’ } .
Commigsioner, progeolings before, are Judicial
proceedings .

¥ {See “I Company™,
defined .
flotation exponses (See *“Shares, cost of
ssung 7'}

S 28¢2),P 87

8 37 (¢}

S 28 (1), P 8I.

S 28 ()

S 35 P 106

P 104

8 66, P 189

8 66 (7), Prov.

8 54 (2), Prov.

8 37 ()

8 37 (a)

S 33, P 35 (u), 104,
s 37

S 2(6),P 4,
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‘Tompany—contd.
individual members—Power toagsess . §. 23-A.
preparation and submission of annual

returns of income . . . S. 22 (1), P. 84, 86,
87, R. 18.
preparation and submission of annual
roturns of salaries . . . 8. 21, R. 16, 17, P.
83.
principal officer of, to furnish certifi-
cates of deduction of income-tax, to
share-holders . . . . . 8. 20, R. 14, P. 82,
116.
profits of, assessed at maximumrate . Fin, Act., P. 82.
register of members of, power of in-
come-tax authorities to inspect . S.39,P.89.
list of members not to be called for . P, 89.
sharcholder in, refund of income-tax
to . . . . . . S, 48 (1), R. 14, 37,
38, P. 11, 76, 82,
116.
super-tax, liability to . . . S.55,P. 12, 130.
charged at flat rate . . . . Fin. Act, P. 130.
Lompensation for death or injuries, sums paid as,
g not liable . S. 4 (3) (v), P. 17
28) & (29).
Composition of offences ... 8.53(2).
may be made before or
after proceedings com-
menced . p. 128.
Composition of tax, not allowed P. 135.
der old Act remains in
fore o P. 135.

force

Concealment of income, penalty for .
appeal against

S. 28 (1), P. 86, 87.
S. 30 (7), 32 (1), P.
101, 103.

prosecution for S. 51 (¢), P. 86.

Consignment business (See «Non-residents”).

1 for
ignments, Income-tax Officer not to ca
Gons ents, gtatement of — from Railway

Company P. 89.
Consular employees (See “Exemptions”).
Consuls, foreign (See «Fxemptions”).
Contract of indemnity, loss recoverable und.er, m: b 53

admissible
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fo-operative societies, dinidends of, exempt from
come-tax

lable {o super-tax .
mterest on securities held

by, lable to mecome-tax
profits of, exempt from 1n-

come-tax . .
hable to super-tax

set off of loss under any
head of mcome that 1s
exempt from tax agamst
any head of income that
18 Not so exempt

Copres, of assessment orders, to be granted free

Courts, civl, junisdiction barred
mdemmfication of

recerver appomted by, taxable on
behalf of estate .

salaties withheld under orders of
hability to tax
Court, High (See *“High Court’)
Courts of Wards, chargeable to tax .
wdemnification of . .
Cultwator, proceeds of sale of raw produce by,
exempt
Death or wjuries, compensatmn for, not Lable

Debenture holders, regl.;ter of, power of Asuistant
mmsyioner and Income-
tax Officer to mspect
prosecution  for refusmg to
allow inspection, etc .
Debentures, foreign, interest on, when hable
Deceaseq persons, Assessment of . . N
Dednction of income-tax (Seo “Refunds”)
onussion to deduet direct
levy of tax . .
on mterest not bemg .
terest on  securities

payable to non.res:-
dents . . .

P 18
P18

P18
P18
P18

P 1S
P99

8 67
8 65

S 41, P 108.

P 3

S 41, P 108

S 65

P2

8 43} (), P 1T.
28) and (£9)

8 39, P 89

S 51 ()
P16
S 24 (), P 93.

819, P 76

§ 18.3 (b), P. 131,
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Deduction of income-tax from intorest on Socurities S.18(3), P, 34,39, 93

certificato by Income-tax Officer authoris;
. a 3 orisin
non-deduction, or deduction at lower rate g P. 178

failure to deduct, personal liability . - 8.18(7), P. 76
prosccution . . . . . . S.51 (a)’ o
from salaries . . . . . . S.18 (2), P. 36, 73,
7.
arrears of tax, deduction of . . . §.46 (5), P. 115
failure to deduct, personal liability . . S.18 (7), P. 76.
prosccution . . . . . B.51 (a)
minimum income for deduction . 8.21 (a), R. 17.
power to adjust excess or deficiency . S8.18(9),P. 1.
recovery by other methods, not barred . S.18(8).
sums deducted, certificate of . . . S.18 (9), R. 13, P.
78.
prosccution for failure to furnish . . S.51 ().

sums deducted, included in taxable income  S. 18 (4), P. 74.
sums deducted, payment of, to credit of Gov-
ernment . . . . . . S. 18 (6),-R. 10-12.
sums deducted, treated as tax paid . . S.18 (), P. 76.
credit to be given in assessment of following
year . . . . . .
Deduction of super-taz, from dividend payable to
non-resident . . S. 87 (2), P..131,
132. :
Deductions from annual value, what admissible . 8. 9 (), P. 42, 69.
Deductions, from taxzable income, admissible (See
“'Allowances, Exemptions’’).
Deductions, from taxable income, inadmissible,
examples of :—
amortisation of capital, depreciation for . P. 59.
assets, cost of addition, alteration, extension,

S. 18 (5), P. 76.

ete. P. b3.
bonus to employees . P. 63.
brokerage on loans (in assessing property) P. 42.
capital expenditure . P. 53.

cesses (in assessing income from mining royal-
ties) . . . . . . . P.69.

cess, rate or tax levied on profits—any sums
pa,id'on account of . . . P.53.
charity, expenditure on . . P.83.
commission, partners PR P. 57.
P. 33.

compensatory local allowance



e
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Deductions, trom taxable income, inadmissible,
examples of r—comtd,

Cutch exchange compensation allowance

depr%cmtmn except as allewed in 8. 10 (”)
{e3 .

expenditare not incurred m’elv for tha pur-
pose of earning the proiits taxed .

income.tax . .

income-tax and excess prcﬁts duty paxd in
England .

legal charges relati ing f.o lo'mq, etc

losses of previons years . -

municipal and local rates (.n awemng pro-
perty). . .

Partners’ eapital interest on . .

partners’ drawings pensions and salaries

pensions, ex- -partners’

political purpndes, expcndxture on

private or perzonal expenditure

Tental valae of husiness prcms:x; owned by
aseeseee
reserve for bad dcbts or equ:shiatw:l of
dividends . . .
Feserve, insurance . . -
tolling stock of railways, de—cmhon on
salaries, partnora .
fuper-tax . .
taxes eonditional on earning p"Oﬁ‘.s ..
taxes except land rovenue aad lozal rates o2
municipal taxes on business premises .
taxes paid abroad . . . .
Wwasting assota, dﬂprcmtwa on . -

D@?cmf, in making retamn or prodacing accouats,
ete —

forf-iture of right of appeal . .

method of asssment . -

Detanit, in payment of tax—

praalty for defaalt . .
permoal Liakility in case of LuIm to d‘ﬁue&
tax at ouren . . - .

P.33
R.8,P.53, 52

P. 53.
P. 53

P. 69,
P42
P.53.

P. 42

P. 53,

P.33, 6L

P.33, 64

P.6L

5. 11(2, 12,
53.

P.53.

P.53.
P. 55.

P. 5%
Pb.s3.

P. 55
P60,

PR
P80
P

8. 30 (D, Prov,
G, 88
S.23(4).

S.4E (I, P 115,

SIS, P 6.
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D elault, in payment of tax—contd.
prosocution for
rocovery of tax from defaulter

Delerred annuity, deduotion towdrds, exempt

Definitions—

Agricultural income .
assessee . .
Asgistant Commissioner

Business .
‘Commissioner .
Company

Firm

Income-tax officor
Magistrate
Partner and partnership

Person

Prescribed

Provious year

Principal officer

Provident funds, rccogmsed
Public servant

Registered firm

Total income

Unregistered firm

Demand, notice of .

prompt issue of

Depreciation.

(See « Allowances, Deducbions

from taxable income *’).

aggregate allowances, pot to ex-

ceed original cost

-

calculated on cost to assessec

claim to be supported by account .
oxcess of — over profits may be *

carried forward

rates of

to be allowed in full When proﬁts

permJt .

_mwm,mwpnmmgnmm;ampzmmmmmm
=
Z

S. 51 (a), P. 76.
S. 46, P. 115,

S. 7 (1), Prov., P. 11,
73.

.2(9),P.3.
2 (10).
.2(11), P. 6.
.2.(12), P. 7.
58-A.
2 (13), P. 9.
2 (14), P. 10.
.2 (15), P. 11,
2 (16), P. 10.

29, R. 20, P. 100,
115.

P. 115.

S. 10 (9) (sv); Prov,,
(e)-
P. 59.
P. 59.

S. 10 (2) (vi), Provey
() P.59. .
R. 8.

P.59.
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smpping compantes . .

or to

b a

tion, how caleulated
‘Disclosure of informabion by public servant—

prosecution for
sanction to .
Di d

tbof . .

discontinuance of one bus

ness or profession out of
several—benefit of Sec
t10n 25 (3) to be allowed

notice of discontinuance
penalty for failure to give

notice

appeal agamst penalty
period within which claim

to assessment under Sec
tion 25 may be made

recovery of tax

furm or

D

ship, hability of mem
bers

tant Ol or

l, appeal by A
Income tax

Officer to Local Govern

meont against
“District Board, meluded m  Local Authonties
Dindend, certaficate to be furnished to reciprent
by Prinapal Officer of Company
not n proper form, when accepted
duplicates of certificates when accepted P 82
returns by Prncipal Officers of Com

panies

form of certrficate

prosecution

for failure to furmsh

mcome tax on, not payable by e’hare

holder .
refund of

super tax, on

ten compantes,

payable by shareholder

40 per cent of, from, to

be mcluded m shareholders’ total

income

P 112
Ps5

S 54(2),P 120
S 54 (2), Prov

S 25 (1), (2), (3), (4)
P 14, 96

P 96
S 25(2),P 9%

S 25(2)
830 (1) P 101

P 9
S 44,P 96

S 44 P 96

P 35
P8

S 20 P 82 116
P 82

S10A
R 14,P 82
S 51 ()

f
S 142, (@P 11

§ 48 (I}, R 3640,
P 116

S 55, P 130

R 24,P2
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Dividing Socioty, nsiozament of. . . . P, 141
Documents. (Se¢ Evidence) o

Dominion Government, trade conducted by—
linbility to tax . . P.b.

Double income-tax, clnim, for relinf after period of
limitation, when admissible 8. 50.
Corporation  Profits  Tax
{United Kingdom) not to
he dedhiteted . . P. 120.
relief in caso of companies
assesa] geparately in India
but jointly in the United
Kingdaom . . . P.120.
relief in ease of income taxed
hoth in an Indian States and
British India . , . P.o124]
relief in enxe of income taxec
both in Briti-h India and
Aden . . . . P.125A.
relief in ca-e of income taxed
both in British India and
Burma . . . . P.74-70.
relief in case of income taxed
both in British India and
Ceylon . . .
retief in ease of income taxed
both in the United King-
dom and British India
method of ealeulating relief

in India .

P. 125.

S. 49, P. 120, 123.
P. 122.

Drawings, partners’. (Sce Deductions from tax-
able income).

e cost of,
. . P.17,(5), 21

. R.8(5).

g. 21, R. 1617, L.
83

Education, scholarships granted tomeet th
oxempt .

Electric tramways, rates of depreciation
Employers, return of employees to be furnished by

osceution for failure to furnish

Evidence, powor of Commissioner, Assistant Com-
missioner and Income-tax Oﬁicel: to
SUMINON Persons and documents, 15sue
commissions and take evidence on

pr S. 51 (¢).

S. 37, P. 89, 111.

oath . . . .
1 on

power of Tncome-tax Officer to cal A

asscssee to produce . . . 858?289(,4%,1 12.3 (2),_¥

failure to produce, forfeiture of right of

appeal S
prosecution for failure

S. 23 (4), P. 89.
g. 51 (d), P. 88
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Exemptions from mconte and super tax—
agent 1n British India of Indian Prince or

State, offictal allowance pad to P17 (1)
agneultural mcome S 4(3) (), P 2
exemption not applicable to income from

agriculture abroad S 2{hP2
agricultural produce, raw, sale of, by eults

vator, etc,income from, exempt P2
allowance or perquisite, special 8 4(3) (v

allowance, Victoria Cross, Military Cross,

Order of British India, Indian Order of

Mert P 11N
association of individuals, share of mcome of,

not included 1n total 1ncome of assesseo 8 14¢2) (o)

Bntish Warrant and Non Commssioned
Officers, education of children, free or
grants for—value of 17 {33)

3

Bua tax, mcome derived from P 17 (3)
P
8

certificate by Income tax Officer authomsing
non deduction

<casual or non Tecwrming recerpts
chantable or rehgious imstitutions, wcome

78
43y (o) P A

from voluntary contributions sS4 Bm Pl
chantable or rehigious purpose, 1ncome derived

from property held for 8430, P 2
Colomal Treasury, leave sllowance or salary

drawn from P 17 (2

Colonial Treasury, pensions drawn from P 1729

Consuls, Representatives and Consular em
ployees, foreign, official salanies and fees of P 17 (f)

Co operative Societies, profits of (but not

nterest on secunties) P18
death or injurics, compensation for S4B
deferred annuity* —sums deducted by Gov
ernment from salary to provide S 7 (I) Prov, P
’
wcluded 1n total income S 16(1),P 11
it of one sixth of salary 8 7(1), Prov
Delht camp and moving allowance P33

Dustrict of Angut, persons, other than persons
m the service of the Government, residing
m the, imcome of P 1739
dividend® rocets ed by shareholder, 1f company
taxed .8 14 (@

* Noto excmpt from super tax

-
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Exemptions from income and super-tax—contd.

included in total income
education, scholarship for . . .

edu:atlona,l institution, income of, from fees,
ebe .

Government securities held by Ruhn Chl f
and Princes of India, interest on B e

Government of India, securities, purchased
through Post Office, interest on

included in total income .

Government of India securities,* tax-free,
interest on

included in total income . . . .

Governor General may exempt income or
reduce the rate or grant relief

Hindu Undivided Family, share of income of,
notincluded in total income of member

not liable to super-tax

Indian Church. lamp grant,s made by Govem-
ment to

Indian Prince or State, agent of, oﬁimal allow-
ance paid to, in British India

Indian State, salary and allowance of officers
deputed by, for training in British India .

injuries, compensation for

injury gratuities. (See gratuities, wound
above).
insurance policy, sum paidin commutation of

insurance premia, accident and sickness poli-
cies . . .
insurance premia, fire

insurance premia¥*, life

abatement may be allowed by persons or
officers paying salaries .
abatement may be allowed if claimed Wlthm
six months . . . .
ineluded in total income
Limit of one-sixth of total income
invalid pensions. (See pensions below).
premia paid from Provident Fund—rebate
not admissible . . .

S. 16 (1).
P. 17 (5), 20.

P. 17 (12).
P. 17 (8), 78

P, 18,
P. 18.

S. 8, Prov., 18 (1).
S. 16 (1), P. 11,

S. 60 (1) & (2).

S. 14 (1), P. 11, 70.
S. 58, 14 (1), P. 10.

P. 38.
P. 17 (I).

P. 17 (4).
S. 4 (3) (v), P. 17.

S. 4 (3) ().

P.73.

S. 9 (1 ) (#32),
(”)): 44’ 58

S. 15 (1), (2), P.A1L,
73.

107(2)

P. 173, 71.

P. 78.
S. 16 (1): P' 11'
S. 15 (3).

P. 73.

* Note exempt from super-tax,
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mptions from income and supsr-tax—zontd,
registered firm — pnrtncr — rebato ad-
mussible . B .

International Labour Oﬂicc salarics ofCorrn-
spondent and hus staff

Jangi Inams . . B .

leave allowance or salary pad in United
Kangdom or Colomies .

Iubt-honse keepers 1n the Red 8ca, vmlanm

lowl authonty, meom» of . .
My<ore Durbar bonds, 1920.21 . . .

partner’s share m the profits of a firm which
has di=continued buzme=s when ¢ zempt

passaze money, widows and orphane, contel-
butions made by an oficer to prossde

pen—on, sum peid jn esmmntation of L
pzons, drawn in C/;b’uf:v or Um'xd Fig.

émz . B . .
ooy, miliary, Hz"al e’z foroes, sl
owoend . - . . .

Peerxfies, Talonof, e prsvars—{fooe 1479,

e oot eonTeriitie imn ey . .
Predisttee—free pesifomema o (£l 2,
Posz oiZ » enzh apr Jeztes sl ed .

P e Gopsmmmens spmetba pase” wd
T s e L . . .
1 laded E sl Insmer . . .
Posy o= Bpimox Bk Frersa ar dogsin -t
Bryer Slomemmep Gapes 3 st ip L
[of il - - . .
Pruer— 2002 wmxdlem srm s, Som s aa Lt
o ':'f‘:; = "n:"W::ﬂ*r*‘..a e .
Peopfarm Faufs, % vuber 20w Dond
Brrmpmn e or T ad Fow e
- - . .

e pral oy o dwmt

WL, T e AT . . .
B S armmmaranr . .
S b commen vl et g £

“eT o xmames T v‘*":;: . -
Rt sl . . . .

B, 74,

P, 17 (16).
P, 17 (),

8, 17 @21y, (22), (2%,
¥, 17 (25),

K 4 (4) (i#0),

Y, 17 (7).

P18,

P73

k,410%), ()

v 171%24)

P17 () 22 (79),
[

P.17425)
Y1749

j 2% i

7

7.3747)

A
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Exemptions from income and super-tax—concld.
scholarships for education . . P17 (5), P. 21.
Simla House Rent Allowanece . . P.33.
soldier’s pay, compulsory allotments from P, 73.

Trade Commissioners in India, salary of P. 17,
Trustees, income received by, on behalf of

 Tecognised provident funds S. 4 (3) (ia).
* Tuition grants for language examination—
not treated ds rewards . P. 33.

United Kingdom, leave allowance, salary or
pensions paid in . . . . . P.17(20).

University income of, from fees, cte. . . P.17(12).
value of rations, issued in kind or money,

allowances paid in lien thereof, to Military
officers. . . . . . . P17 (30).

value of rent-free quarters occupied by, or

money allowance paid in leu thereof to,

officers, cte. of Military Air, Naval and

Marine Forces . . . . . P17 (31).
widows, orphans and old Age Contributory )

Pension Fund, 1925, contributions to . P.73.
wound, gratuitics, pensions. (See gratuities,

pensions, above).

Exchange, conversion of profits of sterling com-
panies . . . . .

Exient of Act

Falsereturn by assessee, consequence of (see
Penalty, Prosecution) . .

P. 65.
S.1(2),P. L

P. 87.

False statement in declaration, ete., penal offence. 8. 62, P. 87,
Fees—
Fees (other than retaining fees) paid to
Government pleaders and Public Prosecu-
tors, not salaries . . .
Honoraria or fees paid to Government servants
by local bodies or private persons—when
chargeable as salary . . P.36.
Income of University or educational institu-
tion from, exempt . .

Professional. paid in India to person ordinari-
1v resident Ii)n British India, chargeable . S.11 (3), P. 15.
' S. 7 ().

« Salaries ”’ includes
. S. 40, 41, P. 108.

Fiduciaries, liability of . . .
indemnification of . . . . S.65.

P. 38,

P. 17 (12).
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Fire I C t of

premia dednction when
allowed

Firm change in constitution hahlity for tax for
previous year
defimtion of
d of t
mdividual members power to assess
hability of partners for tax
notices how served on

P

tax payable by on share only if firm not
taxed

registration of

Firm registered defimtion

assessment of toincome tax

assessment to be made so far
as possible on partners

adm ssion of mmors to the be
nefits of a partnershup

partner entitled to refund on
s snare when mdividual
meome not taxable at maxp
mum rate

partner entitled to set off share
of loss agamst individual
mcome

partoer 1 more than one regis
tered firm may be allowed
to set off loss m one agamst
profits from another

rate of tax appheable max
mum

taxable mmmum not apph
cablo

assessment of to super tax (not
lisble partners iable)

R 28 290 32 P 141

59 (1) (ul) 10 (2y
(v P

26 (1) P o7
2(6 A)

nnmnnn
183
w
>

63 (%) P 137
S 18 (% (b) 16 ()
P71

S 142 (B P 10
)

R 26 P 10

8 2 (14 22%A P
10

Pl

Pl

P 10
s 48 (9) P 10 (1),
S22 P %

P 04
Fin Act P 10 (1)
Fm Act P 10 (1)

S 55 P 10(1) 130
L2
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Firm registered—con!d.

non-resident partners, liability
of joint partners, for tax on

share of . . . .
such linbiiity limited to tax on
such share . . .

change in  constitution—total
) mcome of members-how calcu-
[ated . .

insurance premia—partner entitl-
ed to rebate for

registration of .

Firm, unregistered, definition of
assessment of, to income-tax.
partner, share of loss cannot
be set off against individual
income . .
rate of tax applicable same
as in case individual
{axable minimum, applicable
assessment of, to super-tax—
liable to super-tax
marginal relief—Section 17
—application of—to the
income of a partner of
partner not liable if firm
taxed .

Flotation expenses. (Sce shares, cost of issuing).
Foreign associations, may be declared companies.
Foreign business, (See Business abroad).
Foreign Consuls. (Sce Exemptions).
Foreign debentures, interest on, when liable
Foreign income. (See Non-residents.)
agriculture, income from, not
exempt . .
business-income, when deemed
to be received in British India.
interest on loans advanced in

Indian States to persons resi-
dent in British India—when

not liable

interest on sterling debentures or
foreign securities, when liable .

S. 57 (1), P. 13l

P. 120.

S. 56 (Prov.).
P. 69.
S. 26-4, R. 2.6, P.

10.
S. 2 (16), P. 10.

P. 7u.

S.24(2), P. 94

Fin. Act, P. 10 (2). .
Fin. Act, P. 10 (I).

S. 53, P. 10 (2).

P.75.

S. 55 Prov., P. 10
(2).

S.2(6). P. L.

P. 16.

S.2(1), P. 2.

S. 1 (2), P. 15,

P 15,

P. 16.
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Foretgn wneome—rontd.

owner or chacterer of & ship

residing out of British India—

hability of . . . S 4 Atod4C.
professional fees paxd nutsxde

British India to person residmg

1 Bntish India, hable . . 5 11(3),P 15
salaries paid  outside Brtish

India, when hable . . . 8T@,P L15, 37,

Forest, income from—when not Lable . . P2
Forms—
Appeal to Assistant Commissioner against
assessment . . . . R 21
Appeal to & agamst enh
ment . . . . . . . R 22
Applicat; for d tion all R9

Application for refund of tax by resident . R 36
Application for refund of tax by non resident R 36 A.
Return of total mncome to accompany the

application . ,. R3TA
Appheation for registration of firm . . R3
Assessment form . . . R2
Certificate of collection of dxvuiends on ahares
by bankers . P81
Certificate of deduction of tax on mnterest on
secunities, furmshed by banker . . P78,

Certificate of deduction of tax on mterest on
securities, furnshed by person payng -

terest . . . RI13,P 18
Certificate of Income tax Oﬂicer authonsing

non deduction of tax on interest on secu- .

nhies P8
Certificato of payment of tax on proﬁts of

& company . R 14, P 82,
Certaficato of registration of ﬁrms . . R o4(D).
Demand notice . . . . . R 20,

preciation all (See Apphcat

above )
Return of Employees . . . . R17,P 83.
Return of mcome of Company - . R 18,P 84,
Return of income of mdividual, firm or Hindu

Undivided Family. . . . R 19,P, 85
Statoment of interest deducted from securi-

ties . . . . . . R 12
Btatement of propcrty . - “ . R 19
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Free quarters, value of, when taxable

Frontier Agency tracts, included in expression
« Dominions of Princes and Chiefs iy India »

Furniture, depreciation allowance on

rcp]fncc-mcnts may be allowed instcad
0 .

insurance of, allowance for
repairs to, allowance for

Gazette of India, notification in, of appointments
of Commissioner, Assistant
Commissioner or Income-tax
Officer by Central Board of
Revenue . . . .
notification in, of exemptions,
etc. .

notification in, of rules

Government loan, premium on redemption of—
not liable . . . . .

Government, Local (sce Local Government),
Government office, return of employees

Government officer, indemnification of, for acts
done in good faith
Government officers lent to and paid by Indian

States—
Leave allowances and pensions liable .

Salaries when liable . . . .
Government officers, serving outside Brifish India,
when liable to tax . ) .

Government officers, serving outside India, when
liable to tax . . .

Government of India Promissory notes, enfaced for
payment in England, interest on, liable to tax

Government of India Securities,—
income-tax  pay-
able on interest
on, unless issued
or declared tax-

free
interest on, ex-
empt from in-
come-tax and
super-tax in
certain cases

P. 33.

P 1. _

S. 10 (2) (vi), R. 8—8..
P. 59.

P. 59.
S. 10 (2) (éu), P. 58.
S. 10 (2) ().

8. 5 (5).

S. 60.
S. 59 (4), (5).

P. 34, Illustration
(4.

S. 21, R. 15, 17, P
83.

S. 67.

P. 37.
P. 37.

S.1(2,7@,P. 1,
37.

P. 38.

P. 16.

S. 8. P. 39.

(See Exzemptions.)
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-Government of Inda Securities,—contd
mterest on super
tax payable on
meluding  those
free of ncome
tax
Government of India Sterhng Securities, interest
on when liable
Government Traumng Taxation Act (ITT of 1926)
Taability to tax under

*
“Governor-General, appomts Central Board of
Revenue
apponts Commissioners sub
ject to consideration of re
commendation of Xocal
Government
appomtments of Assmistant
Commussioners and Income
tax Officers by Commis
sioner subject to control of
exercised  through Local
Government
power to declare mncome ex
empt from tax reduce rate
of tax ete
rule making power of Central
Board of Revenue subject
to control of

AGratuty, for services rendered not exempt
mcluded m term  Salaries

Gratmties  (See Exemptions )
Ground-rent  (See Allowances )
duly appomted or 1

pension of minor orphans pard to  (See
Pensions of mmor orphan )

habulity of on behalf of wards

ndemmification of

may be called on to furnsh list of wards
“Heads of mncome chargeable
Hugh Court, statement of case on pomnt of law to
by Commussioner

statement of case on point of law to
by Commussioner on application
by assessce

$ 8, Prov, 63 (1)
P 16

Ps5

P 35 ()

$ 53)

S 5(4),P 35(m)

S 60

S 59 (1)
P 3¢
ST

S 40 41,P 108
S 65
S 38
86

8 66(1), P 139

S 66(2), P 139
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High Court—contd.

statement of case on point of law to,
application to, by an assessee, for
discretion to Commissioner to
make— . . . . S.66 (3).

limitation of period . . S. 66 (3), 67-A.
assessee must have exhausted appel

late powers . S. 66 (2), P. 139.
Commissioner cannot mthhold un-

Iess no point of law involved. . S.66(2)(3), P.i139.
cost at discretion of Court . . S.66(6). ’

fee to. accompany application . . S5.66(2),P. 139.
interest may be allowed by Commis-

sioner on amount refunded . . S.66 (7), Prov.
payment of tax not to be postponed

pending decision of . . S. 66 (7), P. 115, 139.
power of Central Board of Bevenue

to prescribe fee . . S. 66 (2), P. 139.
reference by High Court to Commxs-

sioner . . 5.66 (4, P. 139.

refusal of Commxssmner to state a
case, powers of High Court . . S.66(3),P. 139.

withdrawal of application by assessee S. 66 (2), Prov., P.
139.

refund of fee . . . . S. 66 (2), Prov., P.
139.

Hindu Undivided Family, assessment of, to in-
come-tax and super-

tax S. 14 (1), 55, P. 11,

70, 130.

Jains, Undivided Fami-

lies, when not Hindu

Undivided Families  P. 70.
Khojas (Cutchi Me-

mons), joint families

of, not Hindu Undi-

wded Families . P.TQ.
life insurance premia on

life of male member or

his wife, exempt, for

income-tax

not exempt for super-
tax . .

members of, not taxable
on individual share . 8. 147(()1), 58 (1), P-
11, 70.

notices to, how addressed 8. 63 (2), P. 137.

S. 15 (2), P. 73.

S. 15 (2), 58 (I).
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Hmde Undivided Family—contd
partibion—assessment

after . .
personal earmings of a
member, when not
treated as jont family
property .
share not mcluded in
total mcome . .

“ person ” mcludes .
Sikh, Undivided Fami-
lies of, when not
Hindu Undwlded
Famles . .
Honorana {See Fees)
House property (see Property)
meome from dealings m, when

taxable . . .

House rent allowances, when hable to tax .

[diot, hability of guardian or trustee . .

mndemmfication of guardian . . .
Income, agricnltural, exempt .
defimtion of . . .

exemption not appheable to mcome
from agnieulture abroad .

agneulture, partly derived from.
agsessment of . . . .

caleulation of, fractions of rupee dusre.
garded . . . .

concealment of, penalty for

escaping assessment, method of assess-

mg . - . . . .
rate appheable . . . - .
foreign, when taxable . . B

(See Business abrond—Non res1dents).
heads of, chargeable . .
return of —  (See Return of income )
return of—

by company . . .

by mdividual, Srm or Hindu Undr-
vided Famuly . . . .

total (See Total Income)

S 25.A, P.70.

P 70

S M (1), 16 (1),58
(1), P11, 70

S 2(9)

P 34
P 33
S 40,41, P 108
S 65

S 4(3) (vm), P 2
s2(),P2

S2(,P2
R 23,24, P 2

P 107
8 28(1)

S 34, P 105

S 34, Prov, P 105

sS4 (2), (), 11 (3),
42, P 15

S 6P 13

S (1L, R 18, P.

22
81

s 22
85

2 (), R 19, P.
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Income-tax, calculation of, to nearest anna

Commissioner of. (See Commissioner
of Income-tax).

computation of, income-tax and ex-
cess profits duty paid in United
Kingdom not a permissible de-
duction . . . . .

deduction of. (See Deduction of
Income-tax).

Deduction of — on interest not being
interest on securities pavable to
non-residents

direct levy of )
double, relief in case of income taxed
hoth in the United Kingdom and
in India . } )
Income-tax Officer, appointmcnt of, by Central
Board of Revenue . .
appointment of, by Commis-
sioner (to whom subordi-
nate) .
appointment of, notification
of, in Gazette of India
appointment of. subject to
control of Governor-Ge-
neral, exercised through
Local Government .
definition of . . .
dismissal of. appeal to Loca
Government .
increment of pay—appeal to
Local Government—
against order withhold-
ing— . . .
power to allow change of pre-
vious vear ‘on condi-

tions.” .

power to assess resident on
profits of non-resident in
certain cases .

power to call on assessee to
produce accounts or docu-

ments
limitation of power
power to call on assessee to
produce evidence

S. 36, P, 107.

P. 68.

S. 18(3-B), P. 131..
S. 19, P. 76.

S. 5 (4), P. 35 (iv).

S. 5 (3).

P. 35.

S. 2 (11) (a), Prov.,
P. 6.

S. 42 (2), R. 33.
S. 22 (4), P. 88, 111.
S. 22 (4), Prov.

S. 22 (4), 23 (2), P-
89.
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Income tax Officer—contd

power to call for return of
members of firm or Hindy
Undivided Famly

power to call for return of
names of benefinarnes
power to cancel assessment
when sufficent  cause
shown
power to declare agent of
non resident after notice
power to declare principal
officer of company etc
after notice
power to determine basis for
computation of moome
appeal agamnst decision
power to enquire about pro
fits of branch business
power to extend time for re
turn of mcome by com
pany
power to impose penalty for
concealment of meome
assessee to be heard
power to impose penalty for
default 1 payment
power to ympose penalty for
farlure to distribute profits
1 aceordance with terms of
partnership deed
power to 1mpose penalty for
failure to give notico of dis
continuance of business

power to mspect register of
debenture holders

power tonspect share register
of Company

power to issue certificate
authortsing  non deduction
of tax on nterest on secu
rnities  or  deduction at
lower rate

power to 1ssue _cerbificate of
arrears to Collector for re
covery

8

wm

bS]

0 gn w

w

m wmwm

n

8

P

38 (1)

38 (2)

27, P 86

43

2(12) P 7

13 Prov P 51
48

64 (4) P 35 (w)
22 (1) Prov

28 (7) P &7
28 (1) Prov

46 (1) P 116

25 (2) P 87

25(2) P 96
30 P 8

30 P 8y

()

46(2) P 115
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Income-tax Officer—concld.

power to make fresh assess-
ment when sufficient cause
shown
appeal against refusal to
make fresh assessment

power to rectify mistakes
power to require deduction of
arrears of tax from salary .

power to summon persons and
doeuments, issue commis-
sions and take evidence on
oath .

powers of, to be evercxced by
Assistant Commissioner
when so directed by Com-
missioner .

proceedings before, are judi.
cial proceedings

review Income.tax officer has
no general power of

Income-tax records, Civil Court not to summon .

Increase of assessment on appeal. (See Assess-
ment, enhancement of.)

Indemnification of Government officers for acts
done in good faith .

of persons deducting, retaining or
paying tax in respect of income
belonging to another

Indemnity, contract of — loss recoverable under,
inadmissible . .

Indian Income-tas, meaning of the expression

rate of tax, meaning of the
expression

Indian order of merit, allowance attached to,
exempt . . . .

, Agents of, official allowance paid
Indian Princes, £ to, in British Indm,

exempt

Government securities
held by, in special
form, interest on,
exempt

S. 27, P. 86.

S. 30 (1), P. 101.
S. 5 (1), P. 106.

S. 46 (5), P. 115.
S.37,P. 89, 111.

S. 5 (4), P. 35.
S. 87.

S. 85, P. 106.
S. 54 (2), P. 129.

S. 67.

S. 65.

P. 53.
S. 49 (2) (a)-

S. 49 (2) (11

P.17 (7).

P. 17 (1).

P, 17 (§)-
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Indian States, Agents of, official allowanco paul
to, 1n Bntish Indin cxempt

Bntish subject 1n, application of
Act to

Government scrvants m, apphen
tion of the Act to

mterest on Joans advanced 1n to
persons remdent in British India
when not hiable

mnterest on secunities held by—

officers deputed by for trasming in
Bntish India salary and allow
ances of exempt

rehof 1n respoct of doublo taxation

residents i payment of rofunds
to

salaries leave allowances and pen
s1ons of officers lent to and pud
by, when hable

trade conducted by—lability to
tax

Information, disclosure of, by public servants
proscention for
power of Commissioner to sane
tion

disclosure of, to local authorities
fortrdden

Injury, compensation for not liable

graturty, exempted  (Sec Lxemptions )
pensions 1n respect of, granted to naval
mihtary or air forees exempt
Insurance, agamst loss of profit, premium, when
an adnussshle deduction
agamst loss of rent premum, when
an admrssible deduction
Company, non resident assessment of
policy, Joss recoverable under, mad
mssible
sum pad 1n commutation of, ex
empt
premin (See allowances and exemp
tions )
prema, abatement on, may be sllowed
1f claimed wathin six months

P 17(1)
$17@

$1(2,7@,P1,
37

P15
P 17(8) 0

P17
P 124

P 78,116

P37

Po

S 61(1),(2) P 129.
S 54 (D)

P 129

5 43} (v

P 17 (28)
P o8

P 44
R 35, P 111,141,

P53

54



Insurance —contd.
premia payable in sterling, rate of con-
version for purposes of abatement,

premia, private employer may give
abutcment for . . . .

Sociely, Provident, interest on securi-
ties of, when exempt

Insurance company, assessment of

power of Central Board of
Revenue to make rules for
Interest on arrear of rent of land, when liable
on borrowed capital, allowed in asscssmg
business .
on deposits in Post Office Savmws Bank
exempb . .
on foreign debentures, “hen liable .
on Government sccurities, held by Indian
Chiefs and Princes, exempt.

Government  sccurities
through Post Office, exempt

included in total income .
on Government of India Promissory Notes
enfaced for payment in England

liable .
on Government of Indm Secumtles ex-

emption from income-tax in certain
cases. (Sec Exemptions.)

on QGovernment of India Securities, in-
come-tax payable on, unless issued or
declared tax-free . .

on Government of India Securities, super-
tax payable on, including those free of
income-tax .

on Government of Indm Sterling Secu-
ritics, when liable . .

on mortgages, allowed in assessing pro-

: perty . . . . .

on partner’s capital, when an admissible
deduction .

on refund of tax overpmd asa resulb of the
decision of High Court

on securities, certificate of deduction of
tax furnished by banker

on securities, certificate of deduction of
tax furnished by officer paymg in-

terest

on purchased

P. 73.
P. 73, 71.
S. 4 (3) (iv), P. 23.

S. 59 (2) (@) (i), P.
141, R. 2532, 35.

5,50 (2) @) 6

S. 10 (2) (iis), P. 67.

P. 17, 11.
P. 16.

P. 17 (8), 78
P. 18.
P. 18.

P. 16.

S. 8, Prov. (1), P. 39.

S. 8, 58 (1), P. 39.
P. 16.

S. 9 (I) (¢i5), P. 43.
b, 57.

S. 66 (7), Prov.

P.78.

S.18(9), R. 13, P. 78.
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1
Interest—contd

on secunties, certificate of Income tax
Officer authorsing non deduction or de
duction of tax at a lower rate .

on securities, deduction of mncome tax at
source, from (See Deduction of -
come tax )

on secunities held by Co operative Socie-
ties, assessable .

on securities, ncome tax on, when payable

ect .

on secunties 1ssued tax free by Local
Government, tax payable by Local
Government . .

on securnties, meanng of

on securities of providert fund or Provi-
dent Insurance Society .

on tax free securities taken into account
m determmmg the total income of
assessee . -

on tax free secunities of Local Govern
v ment, tax on, paid by Local Govern

ment . .
Payment of — supply of mformation
regarding .

Invahd pensions, military, naval or ar forces,

ts exempt

Investment Reserve Fund, of Insurinee Company,
treatment of amounts
credited to

Trrecoverable loan, when a permismible deduction

(Seo Bad debts)
Jagrdar—assignment of land revenue to—not
assessable . . . . .

Judicial proceedings, proceedmgs before Commis
moner, Asaistant Commus
soner  and  Income tax
Officer are

Land Revenue—

assignment of~to Jagirdar not
assessable . .

on busmness prermses, permis-
sible deduction .

Leave allowances, pad on Umited Kingdom when
hable (Sec Exemptions) .

P8

P 18

L)
S 19,P 76
S 8 Prov (29, P 39
P 32 R 19 Note2,
S 4(3) (), P 23

8 8 Prov, 16 (1),
Pu

~

§ 8 Prov (2) P 39
S 204 R 434

P 17 (28) & (29)

RI30,P 141
P&t

P.2

5 37
P2

8. 10 {2) {vr), P 62,
69

P.38
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Legacies, lump sums exenipt . . .

Legal charges, when inadmissible in assessing
property . . . .

Life Insurance Companies (see Insurance Com-
panics,  Insurance
Society, Provident).

Life Insurance Premia (sec Insuranco Premia).
exemption of
1

claim to, evidence requir-
ed . . .

procedure when receipts
produced subscquently.

deduction may be made
by  person  paying
salary (or claimed in
assessee’s return)

exemption in case of
Hindu Undivided
Family .

included in total income
for income-tax

limit of 1-6th of total

income . .
limitation, computation
of period . . .

responsibility of officer
deducting tax at the

source . .
super-tax, not exempt
from

Timitation on proceedings to recover tax
Inapplicable in case of non-resident

Loans—irrecoverable. (See Bad debts.)
i lished by Governor-General
Focal Author: eStie;;bCouncil,y income paid by, to
British subject or servant of
His Majesty in any parbt of
India, liable . . .

return of employees by
failure to furnish, prosecution
for . o
Asgistant Commissioner’s sanc-
tion required .

'
P. 34, llustration (6).

P. 42,

S. 15 (1), 58, P. {1,
73.

P.73.

P. 73.

P.73.

S. 15 (2), P. 73.

5. 15 (1), (), (16) (1),
P. 11.

S. 15 (3), P. 11.

P. 140.

P. 73.

S. 15 (1), 58, P. 7T3.

S. 46 (7), P. 115.
S. 42 (1), Prov., P.
115.

S.7(2), P. 1, 15, 87.
5.21, K. 17, P. 83.

S. 51 (¢).

S. 83 (1).
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Local Authorities, defimtion of . . . .
mncome of, exempt . .

mformation regarding assess
ments not to be furmshed to

Local Government, agency ~ rules  regulating
s control of, over mcome tax
matters . .
appeal to, by Asmistant Com-
mussioner or Income tax
Officer, against order of dis-
missal . . .
may dwect that income tax
should be recovered with
mumeipal tax or local rate,
ete . “
recommendation of, to be
considered 1 appomtng
Commussioner . . .
secunty issued tax free by,
mterest on mncome tax pay-
able by Local Government

1 1

Local rates, deduction m g
property .
on business premises, deduction per-
mssible .

Loss of profit, insurance against premia when an
admissible deduction . .

Loss of rent, msurance agamst premia when an
admssible deduction .

Loss recoverable under insarance, madmssible .
Loss, set off of under one head of mcome against
another head
1n case”of registered firm . B
loss under property madmusstble . .
where assessee 13 partner i more registered
firms than one
Losses, previous year's deduction madmssible .
Lottery, prize i, not taxable . . .
Lunatie, habihity of guardian or trustee .
mdemmfication of guardiaz . B
Machmery and Plant. (See Deprecation)
Magustrate, defined L e

P.8.
S 4 (3)(ss).

P 129

P 350)
P 35

S 46 (6)
S5@)

S 8 Prov (2)
S9()@),P 42,09

S 10 (2) (vues), P 62,
69

P 58

P44
P 53

S 24 (1), P 94
S 24.42), P 72.
P.490

P o4

P 53

P, 34, Illustration (2).
S 40,41, P 108,

S, 65

s2@®.
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NMarginal relief . . . “ . . S.17,P. 75

howito be calculated in conjunec-
tion with deductions allowed
under Section 16 . . .

P

unregistered firms—partner of P
Marine Insurance.  (Sce Inmsurance Companjes.)
Married women, separately assessable . . P.136.
Medical relief, included in ” Charitable purpose ” 8. 4 (3) ad fin.
IMercantile basis of accountancy . . . P.13, 50.
Military Cross, allowance attached to, exempt . P.17 (7).
Military forces, wound or injury pensions. (See

7
7

<x pell

Lxemptions.)
Minors, liability of guardians for . . . S.40,41, P. 108.
indemnification of guardians. . . S.065.

admission to the benefits of a partnership.
Legality of . - .
claim, to refund in respect of his share in a
partuership on behalf of . . . P.116.

claim to set off losses on behalf of . . P.oL

P. 10.

Money-lending business, irrecoverable loan, ad-
missible deduction . P, 54,
NMotor insurance. (Sce Insurance Companics.)

Mudibhagidars—payments to. (See Deductions
from taxable income inad-

missible — partners’ capital,
interest on.)
Municipalities, included in < Local authorities ”
Tfunicipal taxes, deduction inadmissible in assess-
ing. property . . . S.9() (v), P. 42,69.
on business premises, deduction
admissible in assessing busi-
ness . . . . S.10 (&) (wii), P. 62,
69.

P. 8.

Tutual Renefit Secieties, subscriptions to, when
e P . S. 10 (2) (&), Ex.

treated as borrowed capital . .
planation, P. 57.

Mysore Durbar. (Sec Exemptions.)
Naval forces, wound or injury pensions.
Exemptions.)
P. 95.

New business, assessment of
Non-residents, agent of, assessable . . . S . i&i‘z, 43, P. 110,

agent of, decision of Income-tax
Officer to treat a person as, re-
vision petition to Commissioner
before assessment - . P.111 (d).

(See

v
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Non-residents—contd

application of Act to, Brnitish sub
jects and persons i service of
Government or local authonty
mn dommons of Prnces and
Chuefs m India

arrears when recoverable from
assets of

1o hmtation on recovery

busmess connection m  Brtwsh
India assessment of profits and
gams of non residents from

casual agents of non residents
consignment business

diiding societies, income how cal
culated

foreign subjects—refunds not ad
mussible

mcome accruing or arising or
deemed to accrue or anse n
British India to taxable

mcome of other than income
from busmess

Indian agents
firms

Indian branches of non resmdent
firms

Indian firms alhed to non resident
firms

Insurance  COMPparies,
branches of

of mnon resident

Tndian

mterest on loans advanced in
Iadian states to persons resident
1n Bratish India, when not hable

notices, service by post, legality of

powers of Central Board of Reve
nue to mnke rules regarding
assessment of

profits from busmess connexion,
when deemed to anse mn Brtish
India . . .

812,791,
37

8 42 (7), Prov, P
115

P 125

8420 (9, R 33,
3¢ P 15,110, 111

P 111 (g)
P 111 (o)

R 21

$ 48(5) P 116
54, P 15
P 110

P 111 () & (d)
P 11l @ R 33

P 111 ()
R 35 P 11 (),
141

P15
P 111

S 59 (2) (a) ()

S 42(I), R 33,115,
1L
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Kon-residents—concld.

profits from sale of merchandise
exported to and sold in British
India, taxable—whether receiv-
ed in British India or not . S5.42(3),P. 111,

salaries of British subjects or ser-
vants of His Majesty paid in
India but outside British India,

when chargeable . S.7(2),P.1,15, 37.
shipping  companies Indlan

branches of . . . R.33,P. 111 (a).
shipping occasional—

liability to tax of . . . S.4 ().

owner or charterer when to be
deemed to carry on business

in British India . . P. 114,
port clearance not to be gran’cpd '

until tax paid . . S. 44-B.
profits and gains how to be de-

termined . . . S.44-B.

super-tax, non-resident partner of
registered firm, liability of resi-
dent partners . . .

shareholder, resident abroad, habl-
lity of principal officer of com-
pany to deduct super-tax from
dividends due to . . S.18 (3-D), P. 131.

tax paid for non-resident, credlt
to be given for, in assessing agent.

taxes paid in other countries, in-

57 {I), P. 131,

S. 57 (2), P. 13L.

admissible deduction P. 68.
Rotice of demand . . . . . . S.29, R. 20, P. 100.
. . . . S.63,P. 127.

Notiees, service of .
Obsolescence.  (See Allowances).

Ofiences (see Prosecution).
{ Assistant Commissioner to com-
PO;:;J;)d . . . . . . S.53(2),P. 74,128,

Officer(s) (see Government Officer(s)). )
. S.41,P. 108

trustee, liability of, for tax . . 1
Official indenmification of . . . S.65.

Order of British Ind:.a, allowance attached to, o
exempt . . P.17 (7).

Orphan, minor—Pension of.
minor orphan).

(See Pensions of
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Other sources (See Allowances, Deductions from

taxable mcome, Exemptions)

assessment of mcome from

exammation fees included under

mcome of lessee from lease hold
property, assessable under

Ianguage rewardsincluded under

vacant lands, rentals of, taxable
under

owner or charterer of a ship resid
mg out of Brntish India, habiity
of

“Pad ” meanwg of
Partners (see Allowances, Deductions from tax
able income Firms)
defimtion of *partner’ and ’ partner
ship* .
Penalty (see Prosecution).

mmposition of, in the course of proceedings
under section 34

Penalty for concealment of mcome
notice to assessee before xmpositron
prosecution on same facts barred

Penalty for default, Income tax officer may 1m
pose

recovery of
Tmtation on amount
power to enhance

Penalty for falure to deduct tax, personal hability

Penalty for falure to mive notice of discontinuance
of busmess

Penalty for improper distribution of profifs .
notice to assessee before 1mposttion
prosecution on same fact, barred

Pension, included m ¢ salanes ” .

Pensions (see * Allowances ” * Deductions from
taxable income ', ”* Exemption )

Pensions of nunor orphan, paid to his mother or
guardian not to be mcluded m the taxable
ncome of the mother or guardian

Pensions of othcers lent to Indian States, hable

Pensions paid in United Kingdom, when hable <

8 12(1), P 40.
P 36

P 40
P 36
P 40

S 44 A fo 44C.
S 10 (3), P 50

826 4

8

4

28 (1), P 86, 87,
8 (3)
2 (4) P 87

t

W W g

46 (1), P 1I5.
47,P 115

461 1)

46 (1 4)

18() P 6

mwunnm

25 (2, P 96
28 (2), P 86, 7.
28 (3)

28 (£), P 87
7(1),P 36

mw i m

P 136
P37

P 38 (See Exemp-
tions)
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“Previous year,” defined .
assessee’s option m regard 1o
restriction on

dfferent 3 ears adopted for differ
ent sections or elasses of bust
ness

power of Central Bosrd of
Revenne to declare

delegation of power to Com
mssioners

extent of delegation

power of Income tax Officer m
regard to change of

temporary change of
¢ Principal Officer * of companv etc defined

certificate of payment of tax
on profits to be furmshed
b

3]

submussion of returns of pay
ments of divzdend to share
holdets .

procecution for falure to
farmah

return of emplayees by

prosecution for falure to
formsh

return of income by

faulure to furmsh prosecn
tion 1or

forferture of right of appel

posver of  Income tax
Officer to extend tusc
for
Principal place of busmess, determunation of
Prvate employer, deduction of tas, by from
salaries
Prof 1 , B b of
expenditure allowble
rsonal expenditure, not
allowable

SeanP e

S 2@, P6

8 2 (17 (s} Prov,
PG

Ps

S 2N Pe

P

P

S 2 (11) (a), Prov,
P

P6

SaUn P

S 20 R 4 P 82
116

S194A

8 51(h)

S 2L,R 15 P 83

S 61 ()

S 23(H) RIS P 84

ST &) P & &6
S 30({) Prov P
86

wu

o

22 (1) Prov
Gt (1), (9, Ou P
138

e

182, P 26, 7%
nE P
11(29) P 69

w o e

119
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Professional fees, paid outside British India. swhen
hgble .~ . T
Profifs, book, when included in income . .

Promissory Nofes, Government of India, enfaced
for payment in England, interest on, liable

Proparty, assessment of (see Allowances in assess.
Ing property) . . . .

no set-of of loss under, allowed . .

allowan_ces in assessing, method of cal-
culating . . . .

annuzl value defined . . .
difiers from actual rent . .

limit of 10 per cent.
income * . . .

“ total income * defined .

of ¢ total

business premises, not included in

collection charges, meximum .

reduction in case of vacancies . .
deduction allowed for unrealized rents .
evidence required to support claim for

allowances . . . .
lands not attached to buildings, not
included under . . . .
lease-hold property, lessee’s income
from chargeable under * other
sources *’ . . . .
legal expenses incurred in recovering
rents, allowance for . .
loss of rent, insurance premia, when
allowed . . . . .

unrealised rents, allowance for. .

vacancies, allowance for

claims onyy admissible in respect of
property usually let . .

vacant lands, rent of, taxable under
¢ gther sources ”

rences to ¢ Partners ”’ under

Proprietors (see refe
« ATlowances,” * Deductions from taxable

income, *’ inadmissible, ¢ Firms ™).

S' 11 (’3): P- 15.
P. 50,

P. 16.

(D).
(),

n

gscozo

Prov., P.

o
S

9(2), P. 41.
41,

S.
P.
.9(2), P. 41.
41.

40,
S. 9 (1) (#), R. 7,
P. 16,

. X

SIECIEY

S. 9 (7) (zi7), P. 48.

P. 17 (37), 47.

P. 43, 46.

P. 10.

P. 40.
P. 46.

P. 44.

P. 17 (37), 46.

S. 9 (1) (vif), P. 48.
P. 4S.

P. 40.



49

Prosecution for disclosure of: mformahon by public

servant .

Commussioner’s sanctxon reqmred
exemptions .

for farlure to deduct tax or arrears of

' tax

for falare to furmsh certxﬁcate of de~
duction of tax from salares or in-
terest .

for failure to furnish cerhﬁcate of pay-
ment of tax on the proﬁts of com.-
pany. .

for failure to grant mspechon of re-
gister of members of company, ete

for falure to make return of em-
ployees . .

for farlure to make ret\xm of income

for farlure to make return of members
of firm or Hindu Undinded Fammly

for falure to make return of names
and addresses of beneficiaries

for faalure to produce accounts or do-
cuments . - N

for false statement, . . .

Assistant  Comomissioner to  direct
prosecutions as abose (S 51 and

stay of, by Assistant Commssioner .

Provident Funds—

sceumulated balance of .
contnibutions to . .

in eluded in total :ncome

limit of one sixth of total ~ income
exemption of accumulated balance
Exewptions, scope of

interest on securities of

Private contnbutions to, 'by employers,

when admssible
ehg:ble for refund
exemptions do not apply to

not to be directly assessed to income-

tax or super-tax . .

8
S
.8
. 815)
N
s

8 542, P 9 1,
8 b1 (2), Prov.
S 54 (2), Prov.

8 6l (a).

S 51 (b)

51 (b)
8 51 (¢)

§ 61 (c)
8 51 (c), P 86.

8§ 51 (c)
8 51 ()
S 51 (d), P. 88.
S 52, P 87,101

S 53 (7), P. 87, 128,
5 53(2),P 128

43) (v), P 23.
15(1)
16 {1, P 1.

58 G,P 23
4 @) @), P. 23

8 4 @) (w), P. 23.

P 64
P3
P. 23,

r.3.
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Rale of Exchange, conversion of sterhing profits

Rate of tax, Indsan, mearng of

Rates of tax

Rahons—

power of Governor General to redure

wssued m kind value of to Military officers
exempt

monev allowances paid m heu of, exempt
Recewt to be granted for tax pmd
Recerpts, casual, when exempt

examples

Recewer, habiity of to vy tax
mdemntfication of

Recerver of rent m kind, sale of produce by m
come from exempt

Records, meome tax Civil Court not to eall for
Recovery of penalties

Recovery of

tax, arrears of tax

deduction of from salary

deduction at source no bar to
other methods of

lmntation for

mapplicable m case of non res1
dent

non resdent  recovery from
assels
non resident shareholders super
tax habibty of prmeipal officer
of company
non resdent  super tax habiity
of fellow partners m registered
firm
penalty for default
promptitude m 1mportance of
suspension  of pending appeal,
discretional
pending statement to High
Court, forbidden
tax, when payable

P 65

s

49 (2) (b}

Fm Aet

S

P
P

S
8

o wm ow oo

wwm
Y

w

w0

S
8

60 P 17 18

»

17 (30)
17 (30)

62

4D P 3
84

41 P 108
65

a

54(1)
4P U5
46 P 115
46 (5) P 115

18 (8)

42 (I) Prov §
G (7)

42 (I} Prov P
118

12 ()
57 (0 P 13l

57(2) P 131
46 (1)
15

45 Prov P 115

66 (), P 115
10 P 115
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Rectitication of mistakes | .
assesseo to be heard when assessment enhane-

ed . . .
evidence—{resh not admissible . . .
review, no general power of . .

Redelmrli)tllon of Government loan, premium on, not
1anle . . . . . .

Reference to High Court (sco High Court)
refund of fee deposited by applicant for refer-
ence to High Court . .

Reference to Board of Referees
Refund, application for
general powers to grant
in special cases
limitation
personal presentation unnecessary
right of agents of non-residents to apply .
to Foreign subjects—inadmissible .
to non-residents—total income
to owner of sccurity

in Indian States . . . . .
to partner in registered firm

to person assessed on salary .

residents of, Indian States, where pay-
able . . . .

to sharcholder in company .

when amount of dividends distributed
excceds total profits of a company,
how calculated . . .

Refunds, limitation )
partially-taxed proﬁts of compames——
dividends paid out of .

Refusal to grant—Appeal agamst

tax free securities—dividends paid by
company from interest on

to be obviated . . . .

‘Regimental Mess or Band Fund, compulsory sub-
scriptions to, exempt

Registered Firm (see Firm, Registered).

S. 35, P. 106.

S. 35, Prov.

P. 106.

P. 106.

P. 34, TIlustration

().

S. 66 (2), Prov.
S. 33-A. :
R. 36—40, P. 116.
S.48-A., P. 117.

S. 49, B., P. 118.
S. 50, P. 116.

R. 40, P. 116.

P. 116.

S. 48 (5), P. 116.
S. 48 (4), P. 116.

S. 48 (3), R. 37, 38,
P. 11,76, 78, 116.

P. 78.
S. 48 (2), P. 10, 11,
71, 94, 116.

S. 48 (3), P. 6.
P. 78, 116.

S. 48 (1), R. 37, 38,
P. 11, 82, 116.

P. 116.
S. 50, P. 116.

P. 2.
S. 50-A, P. 127.

P. 116.
P. 71, 76, 78, 116.

P. 17 (6).



. 53
Rehef (see* Allowances ”,* Deductions from tax-
able mcome”, “ Double ncome tax”, * Ex-
emptions *.)
Belief, marginal . . . . . .

medical, included m charitable purposes
of poor, mclnded m chantable purposes

Rel or urposes and
trusts (see « Exemptions *', Chantable mstt
tutions, * purposes and trusts ')

Rent (see * Allowances, in assessing busmmness” )

Rental value (see “ Property, annual value "’}

Rental value, of busiess premuses, wadmissible
deduction

Rent-free remdences, furmshed, not to be sphtn
to component parts

value of, when taxable

Rent (ground). (See “ Allowances mn assessuig
property )

Rent-m-kind, sale of raw produce by recesver of,
exempt . . . . .
Rents and Royalties, mmmg t of m-
come from, cesses not ad

massible deduction

Requsthion {see Notices)

Reserves, for bad debts, equahsation of dividends,
msurance, pension, dprowdent funds,
supemnnuuhon funds, sums placed to,
madnussible deduction . .

for loss on, or depreciation of securities,
ete , sum placed to by Insurance Corn-
pany, admssible deduction . .
for unexpired risks, or cutstanding hia-
bilitres, sum placed to by Insunmcc
iy, treated as exy
A of .

T &
Retum, of employees . . .

P

prosecution for farlure to furmsh
to whom to be made . .

Return of Income—
Appeal agamst refusal to make . .
by person other than company . .

by prncipal efficer of company . - .

S 17,P 75
S 4(3) ad fin.
$ 4 (3) ad fin.

P 53

P 33
P 33

P 53,58, 61
R 30

R 20,P 141

S 24AP 92

S 21, R 1617, P.
83

S 31 ¢c)
P83

8 30 (I, P. §6, 8T.
S 22,R 19, P,
85

$ 22(1),R 18,P.81.
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Return of Income—contd.

Failure to furnish, basis of assessment . S.23 ().
cancellation and reassessment when cause .
shc.mrn . . . . . . . S.27, P. 86.
forfeiture of right of appeal S. 30 (1), Prov., P
8,99.
penalty for S. 23 (4), P. 88, 89.
prosecution for . S.52,P. 87, 101.
False return, penalty for S. 28, P. 86, 87.
prosecution for . . + 8. 52, P. 87, 101.
prosecution and penalty on same facts
barred . S. 28 '(1), Prov., 2, P..
sanction of Assistant Commissioner of In- o7 .
come-tax for prosecution S. 53 (1), P. 87.
Importance of obtaining . . . . P. 86, 87.
Obligatory on Income-tax Officer to callfor S. 22 (2), P. 86.
Revised . ‘S. 22 (3).
when not valid P. 85.
Right to inspect or require copies of . P. 85.
Returns, assessee himself or a duly authorized per-
son must sign . . P.90.
income-tax officials should assist assessee
to fill up P. 86. )
Review, Commissioner’s powers of S. 33, P. 35 (ii), 104
assessee’s right to be heard . S. 83 (2), Prov.
limitation . . . P. 104
Commissioner’s power to order further
S. 33 (2), P. 104.

enquiry by subordinate officer .

Comumissioner’s power to reduce part-
ners’ assessment when firm’s assess-

ment is reduced .
Tncome-tax Officer has not general power

of . . . . . S. 35, P. 106.
Rewards, language examinations—when exempt.
ntral Board of Revenue to

P. 104.

P. 36.

, £
Rules, power of Ce S. 59, P. 35 (i), 133-

make . .
Salamis (premium for recognition of transfer of
holding), not exempt . . . P.2
Salaries (see * deduction _of income-tax”,  e€x-
emptions ”; refunds 7).
definition of . . . . . 8.7(1),P.33 36.
. P.37.

earned outside India, when taxable
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Salanes—contd

exammation fees, when not taxable

under . . P36
Government pleaders’ fees (other than

retamnmg fees) not taxable under . P36
mcome from, meluded 1 ncome of year

1 which received . P36
language rewards, when not taxable

mder . . . P36
of officers lent to an(} pad by Indnm

States when Lable P 37

paxd annually—method of taxation . P

paid in Umted Kingdom when exempt . P 38

pad outside Britash India, in India when
liable

S
partner’s not admissible deduchon . P53

Provident Fund (prnivate ) payments to
employees on retwement*from, when

taxable not at source P 36
Provident Funds, recogmsed, mterpreta
tion of—for purposes of S BSF (), P 29

Sterling overseas pay drawn in the
Unted Kingdom, when taxzable . P s,
withheld under Court’s order, taxable . P.36
Scholarships, except (see * Exemptions ) P 17 (5), 20
Secunhes (see Deducmon of income tax”,  ex-
emptions”, “ mterest”, « refunds y
Appreciation of, treated as income to
insurance company . . R 30
certificate by Income-tax Officer autho-
nising non deduction, or deduction at
lower rate . P18
depreciation or loss on . P 59
sums placed to reserve for or written
by Insurance company,

ndmnsxble deductions . R 30
wterest on loan for purchase of, per- .
mussible deduction, when . . P39
nterest on tax free, included mn totalin.
come . . . . . . S 16(1), P.39
meamng of . . P 32,39,

Securities and shares, forming part of caplml
sppreciation or  depre-
cration of, not taken
wnto account 1n caleulat-
mg meome . P59
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Securities and Shares—conid.
profit on sale of, forming
part of reserve, not tax-

able
profits of sPeculamon in,
taxable . .

Co-operative Soc1et1es, loss
under any head of in-
come that is exempt
from tax against any
head of income that is
not so exempt

Set-off, depreciation in excess of profits, how to
be adjusted . .

of interest on loan, against income from
taxable and tax-free securities

ofloss in business—income from dividends

of loss under one head of i income against
profit under another

property no set off, of loss under .

securities or shares—interest on borrowed
money invested in—excess of over in-
terest or dividend received—other
taxable income

Set-off of tax, as alternative to refund to persons
assessed on salaries, and owners of securities

Shafts in mines, depreciation on

Shareholder (see Dividend).

Shares, cost of issuing, not admissible as business
expense . . . . . .
premia on issue of, not liable to tax

Shares and securities (see Speculation).

Shipping companies, assessment of

British—assessment of
depreciation

Shipping, occasional—
liability to tax of . .
owner or charterer when to be .deemed to
carry on business in British India

port clearance not to be granted until tax
paid .
Profits and gains how to be determmed
Sidings in Mines, depreciation on
Societies anonymes .

P. 59,

P. 59.

P. 18,
P. 59.

P. 39.
P. 59.

S. 24, P. 94,
S. 9 (2), Prov., P. 49.

P. 94,

P. 76, 78, 116.
P. 59.

P. 66.
P. 66.

S. 42 (1), R. 33, P.
111 (3) (a).

P. 113.

P. 112.

S. 44-A.
P. 114.

S. 44-B.
S. 44-B.
P. 59.
P. 4.






Suspension of collection (See “Recovery of tax,

58

Super-tax—concld.

firms, unregistered, liable as indivi-
duals . . .
partoers liable if irm not ta\ed

partners not liable if firm taxed .

Hindu Undivided Family, taxed asin-
dividual member mnot taxable on
share whether family taxed or not

sharcholders in companies, liable on
dividends

nrincipal officer of company to deduct
tax on dividend of non-resident

credit to be given for sum so deducted
in assessing ‘agent .

refund not admissible.

tax, inadmissible deduction from tax-
'1ble income . . .

tax, pavable direct, not by deduct:on
(except in the case of non-resident
shareholder and on payments of
accummulated balancesofrecognised
provident funds to employees)

total income, defined . . .

suspension of”’)

Tax (see ‘' Allowances,’
Double income-tax),

Tax-free securities (see * Securities ).
Tea—

) denfs
for super-tax .

Trade Commissioners in India, salary of, exempt
“ Shipping, Occasional ).

‘Tramp steamers (see
‘Tramways, Electrie, depreciation on .

Tramways (other than electric tramway), assess-
ment of, allowances—depreciation, {obsoles-
cence, repairs—actual expenditure—option

to substitute . . . .

' “ Deductions from tax,”

profits from the manufacture of, taxable
taxable profits—how to be determined

Total income, definition of, for income-tax
for refunds, non-resi-

S. 55, p. 10 (iv), 130.

S. 55, Prov., P. 70,
130

S. 55, Prov., P.
10 (zv) 130,

S. 14 (1), 16 1‘ 60,

P. 11, 70, 130

S. 14 (2), 55, 58 (1),
P. 130.

S.57,(2), P. 131,

S. 57 (3).

S.48(7), 58 (1), P
130.

P. 53,

S. 57 (2), 58 (2), 58.
H. P. 11,

S. 56, P. 11, 130.

P. 20, 59.
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Tramways 1o mines, depreciation on .
Treasury biils, tax not deducted from yield of .

Trustee, hability of, for benefictary .
mdemmfication of

may be called on to furmsh kst of bene-
ficiaries

{offical} Sex Oiﬁmal (Truslce)

Trusts {see Chartable institutions, Chantable
purposes)

Trosts, mixed, enquiry tnto application of mcome

propostion of expenses of mavage-
meat allowable .

Turg-0ver, aseessment on basis of percentage on

Unexpired risks, sums placed to reserve for, by
Insurance Company, treated ac Expend:
tare

Tmted Kwgdom, income tax pad 1n, deductran
inagmissible .

mcome tax meamng of, and ex-
cess profits duty

United Kmgdom income tax, rehief in respect of
double taxation

United Kngdom, leave allowance, salary ot pen
sson of officers patd 1, exempt

of private employses, paid, .o when exempt
Universities  (See Exemptions}

Urban areas, rent of vacant Jands in, when Iiable
to tax {under ather sources;

Vacaneies, aliowance for
mafinmssibie n respect ot property re
served for owners occupation
Vacant langd, (see “Urban areas,” aborve}
Venfieations, assessee himself must sign
Victoria Cross, allowance aftached to, exempt
Wasting assets, deprecrition on, inadmisstble

Watneszes, summoned under Section 37, scrle of
diet money and travelling expenses

‘Women marnied, separately assessable

Wound and mjary pensions, and gratwties {See
Exemptions)

Gl PD'-:I Co0CBR~27 $0-87—8 000.‘

P 59
P 34, IHustration

S 40, P 108, 109
S 65

S 38

P, 21

P2t

P 2t

R 33,34 P 111
R 29,P 14

P 69

S 49{2) ), P 120
S 49, P 120

P 17(20) & {29)
P 38

P 40
S9{){ra) P 48

P 48

P o9g
P17 (7)
P 59

P 88
P 136



